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IN THE CIRCUIT COURT FOR BALTIMORE CITY

CATEGORYAPPAA CASE NO90059044/CL109816  page 1 of
PARTIES ATTORNEY(S)

DUMBBELLS ASSOCIATES, INC. MELVIN J. KODENSKI

t/a GREENSPRING FITNESS CENTER A/;{ /%Jﬁ(_

AND

JORDAN BINETTI

AND

SCOTT SCALA

Vs

CONSUMER PROTECTION DIVISION OFFICE
OF THE ATTORNEY GENERAL

T 12854
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DATE DOCKET ENTRIES NO.
-28-90 ORDER FOR APPEAL FROM THE DECISION OF THE CHIEF OF THE CONSUMER 1
/ PROTECTION DIVISION OF THE ATTORNEY GENERAL'S OFFICE
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DUMBELLS ASSOCIATES, INC., * IN THE CIRCUIT COURT
et. al.
. FOR BALTIMORE CITY
Appellants
* Case No: 90059044/CL109816
V.
»
CONSUMER PROTECTION DIVISION
*
Appellee
* * * * *

FINAL ORDER BY CONSENT

WHEREAS: On July 18, 1991, this Court issued a Memorandum
Opinion and Order in the above-captioned matter affirming a Final
Order of the Appellee dated October 26, 1989, along with a
Supplemental Order dated January 31, 1990, and ordering the
Appellants to pay attorneys fees to the Appellees of an amount to

be determined;

WHEREAS: On September 10, 1991, this Court issued an Order which
affirmed an agreement by the parties that the amount of the

attorneys' fees would be $2200;

WHEREAS: The Appellants have not appealed this Court's Orders;
WHEREAAS: The Appellee's Orders which were affirmed by this
Court required the Appellants to pay restitution to consumers who
had contracted with the Appellants to obtain health club services

pursuant to an illegal promotion conducted by the Appellants;

WHEREAS: The Appellee has in its possession $10,000 which the

I/




Appellants provided to the Appellee as a bond for use in

providing restitution to consumers;

WHEREAS: The Appellants and the Appellee have agreed that the
Appellants will pay the Appellee a total of $9000 to fulfill all

their monetary obligations under this Court's Orders; and

WHEREAS: The Appellants have paid to the Appellee $3000 in

partial fulfillment of their monetary obligations under this

. Z
Court's Orders. '}/,_; j/’f”‘w“ -l ("/'/’7"’
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IT IS HEREBY ORDERED AS FOLLOWS: =< ~o~ / 2 S //( Cereo )
K Ut

1. The Appellants shall pay to the Appellee $6000
payable in monthly installments of $20% to be paid on the first

Ao /Y
day of each month beginning on @&(Eh 1, 1992,

2. If the Appellants are more than five days late in
making any of the payments described in Paragraph 1, they shall
pay an additional $100 for every day they continue to be late in

making the payment.

3. If, by October 31, 1994, the Appellants have failed
to pay the Appellee the full amount which they are required by
this Final Order to pay the Appellee, then Judgment shall be
entered against the Appellants and in favor of the Appellee for

the amount of $26,986.95, which is the amount the Appellee sought




in its Motion To Enter Monetary Judgment, plus any late fees
imposed upon the Respondents pursuant to Paragraph 2 of this
Order.
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AGREED as to form and substance

W/%Plk/ Q//O/ﬂl focta % [ 2612

Vincent DeMarco Date Jordan Binetti Date
Assistant Attorney General Individually and on behalf of
Consumer Protection Division Dumbells Associate, Inec.
6o A (@alo 2-e¢-72
Scott Scala Date

Individually and on behalf of
Dumbells Associates, Inc.

SO ORDERED

/@M—%Ie hLO@(Q/\OQ/I /'//0/72

Judge Ellen L. Hollander Date

A4
‘\:&\




LAW OFFICES
KODENSK!I AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE. MARYLAND 21202

@W’ FILED

DUMBBELLS ASSOCIATES, INC., *  IN THE NOV 1S 99
et al. * CIRCUIT COURT FOR
* CIRCUIT COURT BALTIMORE CITY
Appellants * )
* FOR
vs. *
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION *
* Case No.: 90059044/
Appellee * CL109816
*

Ahhhhhhkhhhkhhhhhhhhhhhhhhhbhhhhhhhhhhhhhhhhhhhhhhhhhhhhkhbhhhhhhkd

OPPOSITION TO MOTION TO ENTER MONETARY JUDGMENT

The Appellants, Dumbbells Associates, Inc., by their
counsel, Melvin J. Kodenski and Kodenski and Canaras, files an
Opposition to Motion to Enter Monetary Judgment and for reasons,
states as follows:

1. That they admit the allegations contained in
Paragraph No. 1.

2. That they admit the allegations contained in
Paragraph No. 2.

3. That they admit the allegations contained in
Paragraph No. 3.

4. That they contest the allegations contained in
Paragraph No. 4, and would further state that the Order did not
provide for full restitution to each and every one of the
individuals involved, but only those to whom notice would have
been given and who would have rescinded the contract.

5. That the Appellants have not been provided with a
record of any of the individuals who have rescinded the contract

and have requested restitution.
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LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE. MARYLAND 21202

6. That they admit the allegations contained in
Paragraph No. 6.

7. That Paragraph No. 7 requires no admission or
denial.

8. That the amount must be determined precisely and the
Appellants would object to the formula as proposed without a full
hearing on this matter and without the Appellees providing to the
Appellants a basis for their request.

WHEREFORE, having answered the Motion to Enter Monetary
Judgment, the Appellants would request tha ame be denied until

a hearing on this matter.

19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202

(301) 685-5100

Attorneys for the Appellants,
Dumbbells Associates, Inc.

CERTIFICATE OF MAILING

qA/;i?:;;tlc\lﬂR'l.‘Ilf"Y, that on this {/ZLday of

Y , 1991, a copy of the foregoing Opposition
~ \

to Motion to Enter MonetaryiJudgment was mailed to Vincent
DeMarco, Assistant Attorney General, Office of the Attorney
General, 200 St. Paul Place, Baltimore, Maryland 21202-2022,

attorney for the Appellee, Consumer Protection’/Division.

Melvinh—J. Ko‘d@éki ——
G:\MJK\ 1306




DUMBBELLS ASSOCIATES, INC. * IN THE
et al.
* CIRCUIT COURT
Appellants
* FOR
V.
* BALTIMORE CITY
CONSUMER PROTECTION
DIVISION * Case No.: 70059044/CL109816
Appellee *
%* * * * * * * * *
ORDER

Upon the agreement, without prejudice, of all parties, it
is this_ilg_ day of September, 1991,
ORDERED that Appellants Dumbbells Associates, Inc., et al.
pay $2200.00 in attorneys' fees to the Appellee, Consumer Protection

Division. All other issues were addressed in the Court's Opinion

Al n, Hetipro—

Ellen L. Hollander, Judge

and Order of July 18, 1991.

cc: Melvin Kodenski, Esquire
Attorney for Appellants
Steven M. Sakamoto-Wengel, Esquire
Assistant Attorney General




DUMBBELLS ASSOCIATES, INC. * IN THE

et al. )
* CIRCUIT COURT
Appellants
* FOR
Ve
* BALTIMORE CITY
CONSUMER PROTECTION
DIVISION *
Appellee * Case No. 90059044/CL109816
Gk * * * * * * * *

MEMORANDUM OPINION AND ORDER

Hollander, J.

Introduction

Dumbbells Associates, Inc. and its sole officers,
directors and shareholders, Scott Scala and Jordan Binetti,
(collectively, "Dumbbells” or "Appellants") operated the

Greenspring Fitness Center (the "Club"), a health club located

in Lutherville, Maryland. Stipulations Regarding Facts and
Documents ("Stipulations"), paragraphs 1,3. The Maryland
Attorney General's Consumer Protection Division (the

"Division") charged that Dumbbells was in violation of various
provisions of the Health Club Law, Md. Com. Law Code Ann.,l
Sections 14-12B-01 through 14-12B-08 and the Consumer
Protection Act, Md. Com. Law Code Ann., Sections 13-101 through
13-501, and issued a Cease and Desist Order on August 29, 1989.

After an evidentiary hearing held Dbefore the Division,

Dumbbells was found in violation of the Health Club Law.

1. Unless otherwise indicated, all Code references are to
Md. Com. Law. Code Ann.




See, Decision and Order (the "Decision") and Supplemental Order
(collectively referred to as the "Opinion"). R.4, Attachment
1.2

According to the Opinion, Dumbbells so0ld two vyear
paid-in-full Club memberships to some 800 consumers, and
collected more than $100,000.00 but failed to post the required
bond needed to protect those advance payments. Additionally,
the Opinion determined that Dumbbells failed to disclose
material information to consumers, as required by the Health
Club law.

It is from the Opinion that Dumbbells' appeal is taken.
Under the 1label of a "Counterclaim", the Division seeks to
enforce the Opinion. It also asks for costs and reasonable
attorneys' fees incurred with respect to its pursuit of the

Counterclaim.

Factual Summary

From May, 1989 to August, 1989, Appellants sold two year
promotional Club memberships to consumers. The members were
supposedly charged an "initiation fee" of $137.76 and "monthly
dues" of a penny a month for 24 months. Stipulations,
paragraphs 12-16,22. On many occasions, Appellants collected
the entire $138.00 at the time the consumer joined. Even when
the entire cost was not collected initially, Appellants made no

effort to collect the one cent monthly dues. T.44,48-49,

2. "R" refers to numbered items in the court file.
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70—71.3 Moreover, the actual membership agreement represented
the sum of $138.00 as membership dues for a two year term.4

The Opinion concluded that Appellants were collecting more
than three months of payments in advance, and were therefore
subject to the bonding requirement of Section 14-12B-02(e).
However, Appellants did not post a bond.

In reaching its conclusion, the Opinion relied upon the
testimony of several witnesses offered at an administrative
hearing in October, 1989. Stacy Van Houton ("Van Houton"), who
joined the Club on August 3, 1989, testified that when she
entered 1into the <contract for a two year membership, a
representative of Dumbbells made clear to her that she would be
charged an initiation fee of $137.76, and that the remaining 24
cents would be paid at the rate of a penny a month for 24
months. T.6. But Van Houton testified that her Visa credit
card was charged the entire $138.00 when she joined. T.8. Van
Houton also testified that Dumbbells made no arrangement to
collect the penny a month in separate monthly payments. T.8,9.

Kathy Cranford ("Cranford"), Assistant Administrator of
the Division's Health Club Registration Program, testified that
she telephoned the Club on August 24, 1989 and was told by a
salesperson named Joe that the full $138.00 fee must be paid
initially. T.22. This salesperson, who refused to divulge his

last name, also referred to the $138.00 as a membership price.

T.23.

3. "T" refers to the transcript of the hearing held
before the Consumer Protection Division on October 3, 1989.

4, The agreement does, however, allocate 24 cents to dues
for 24 months.




John Shipley ("Shipley"), who handled the promotional
campaign for Dumbbells, testified that on various occasions
salespersons collected the entire $138.00 fee rather than the
sum of $137.76. T.33. Shipley added that Dumbbells' employees
were instructed many times to collect only $137.76 at the time
members joined, but that did not occur in all cases. T.45.
Promotional information provided by Appellants informed
prospective members that the membership was valued at over
$600.00 and was offered, subject to maintenance dues of $69 per
year, on a two year basis. Stipulations, paragraphs 10,12,13.

Although the Opinion recognized the legitimacy of
initiation fees in general, it stated: "An initiation fee, even
one less than $200.00, has to be a real 1initiation fee."
Decision at 6. The Decision determined that the so-called
initiation fee was, essentially, a "dodge" employed to avoid
the bonding requirement. Decision at 4-8; Supplemental Order
at 2-3. Because Appellants' own employees failed to collect
the final 24 cent payment, the Division believed this evidenced
the sham. Decision at 8. The Division thus ordered Dumbbells
to post the necessary bond, discontinue collecting advance
payments until the security required by the Health Club law was
posted, and refund payments attributable to the period in which
no bond was posted. Decision and Order at 10, 12.

Additionally, the Decision found that Appellants did not
disclose in their form contract whether the Club was registered

4




with the Division and whether a bond was posted. Decision at
4, Thus, the Decision concluded that consumers were denied
information that the General Assembly deemed material to a
consumer's decision to Jjoin a particular health club. Decision
at 8-9. Consequently, Appellants were ordered to offer each
consumer who was not given the required disclosures the
opportunity to rescind the membership agreement and receive a
full refund. Decision at 10-11.

Scope of Review

Review of the Opinion is governed by Code, State
Government, Section 10-215(g) (Supp. 1990). It provides 1in
pertinent part:

Decision - In a proceeding under this section, the
court may:

(1) remand the case for further proceedings;

(2) affirm the decision of the agency; or

(3) reverse or modify the decision if any substantial

right of the petitioner may have been prejudiced

because a finding, conclusion, or decision of the

agency:

(i) is unconstitutional;...

(iv) 1is affected by...error of law;

(v) is unsupported by competent, material and

substantial evidence in light of the entire

record as submitted; or

(vi) is arbitrary or capricious.

The standard of review is quite restricted. Case law
interpreting Section 10-215 makes clear that the Opinion must

be reviewed in the light most favorable to the agency, because

decisions of administrative agencies are presumptively correct.




See, Fromberg v. Insurance Comm'r., 87 Md. App. 236 (1991).

See also, Courtney v. Board of Trustees, 285 Md. 356 (1979);

Bulluck v. Pelham Wood Apts., 283 Md. 505 (1978). Accordingly,

"the reviewing court should not substitute its judgment for the
expertise of those persons who constitute the administrative

agency from which the appeal is taken." Board of Educ. Mont.

Co. v. Paynter, 303 Md. 22, 35 (1985) (emphasis in original).

A reviewing court must examine the facts found by an
agency, to see if there was evidence to support the factual
findings. If there was evidence of the facts in the record
before the agency, no matter how conflicting, or how
questionable the credibility of the source of the evidence,
this court has no power to substitute its assessment of

credibility for that made by the agency. Comm'r. Baltimore

City Police Dept. v. Cason, 34 Md. App. 487, cert. denied, 280

Md. 728 (1977).
It is the province of the agency to resolve conflicting
evidence. Where inconsistent inferences from the same evidence

can be drawn, it 1s for the agency to draw the inferences.

Bulluck, supra.

Discussion

At the heart of this controversy is Appellants' purported
initiation fee. Appellants vigorously dispute the Division's
conclusion that the $137.76 which was charged was not an
initiation fee but rather payment for future services.
Appellants contend that the $137.76 payment constituted a

legitimate initiation fee, so that a bond was not required.




Maryland's Health Club law attempts to protect financially
those consumers who, at the time of joining a health club, make
more than three months of payments for future services.5
Section 14-12B-02(e) requires a health club which collects more
than three months of payment "up front" to post a bond with the
Division.6 Every club is required to register with the
Division and to disclose in a membership agreement whether the
club has registered and posted a bond. Section
14-12B-06(3)(ii).

Section 14-12B-02(i) establishes a rebuttable presumption
that 1if any fee of more than $200.00 is collected for an
unspecified time period, even one dubbed an "initiation fee,"
the money shall be deemed to be payment for the initial two
years of membership.7 Ordinarily, an initiation fee of $200.00
or less 1is not considered to be a payment for any future
portion of the consumer's membership term. In this case, the
Opinion determined that the Division successfully rebutted the

presumption applicable to sums less than $200.

5. Experience has shown that consumers have suffered
substantial losses when health clubs unexpectedly close.
Often, no assets are available to reimburse club members for
services paid for but not received.

6. A health club can avoid the bond requirement if it
does not collect more than three months of payments in advance.

7. Section 14-12B-02(i) provides, 1in pertinent part:
"[A]lny initiation fee. . .that exceeds $200 and that 1is not
identified as a payment for specific future services will be
deemed to be a payment for services to be delivered during the
initial years of the buyer's membership term." The section
implies that an initiation fee of $200 or 1less, not tied to
specific future services, does not constitute advance monthly
payments subject to the bonding requirement.

7




In support of its contention that the initiation fee was
legitimate, Appellants argue that the law does not look to the
adequacy of consideration in determining the validity of a
contract. Therefore, they c¢laim that what they call an
"initiation fee" and "monthly dues" must be accepted as such.

It is true that, ordinarily, the court will not inquire

into the adequacy of consideration. Hercules Powder Co. V.

Harry T. Campbell & Sons Co., 156 Md. 346 (1929). But the

general view, as adopted by Restatement (Second) of Contracts

Section 79, Comment d (1981), is that a de minimus

consideration constitutes a '"pretended exchange" and 1is not
adequate consideration. What is said in Comment d is pertinent
here:

Pretended exchange. Disparity in value, with or
without other circumstances, sometimes indicates
that the purported consideration was not in fact
bargained for but was a mere formality or pre-
tense. Such a sham or "nominal" consideration
does not satisfy the requirement of Section 71
(Requirement of Exchange).

The Restatement also recognizes that 1inadequacy of

consideration, "such as shocks the conscience", is often said
to be a "badge of fraud," Jjustifying a denial of specific
performance. Id., Comment e. Consistent with these
principles, the Opinion appropriately dismissed Appellants'
proposition that $137.76 represented the initiation fee and

that the monthly dues were only one penny.




Applying the appropriate standard of review and the
applicable law, there is substantial evidence in the record
which supports the finding that the $138.00 was not an actual
initiation fee. Rather, it represented advance payment for

future services, 1i.e., a Club membership for a term of two

years. The purported monthly dues of one cent were hardly
genuine, and cannot be deemed valid consideration.
Accordingly, the Opinion justifiably concluded that the

initiation fee was so labelled in order to avoid the bonding

requirement.

In United States v. Bailey, 383 F.2d 9 (5th Cir. 1967),

the Court applied a dictionary definition of "initiation fee"
and described it as a fee that is paid in order to gain "formal
admission into a club." Id. at 12. The language of the Club's
promotional flyers, along with the testimony of Van Houten and
Cranford, buttress the conclusion that the $137.76 fee was not
assessed to gain admission to the Club. Rather, it was the
cost of the membership. Effectively, it constituted payment
for future services.

As the Court in Bulluck, supra, made <clear, where

inconsistent inferences may be drawn from the evidence, it is
the province of the agency to draw the inference. Accordingly,
this court will not disturb the Division's conclusion on the
issue of the initiation fee.

Appellants also contend that the Division erred in finding
that disclosure was not made pursuant to Section 14-12B-06.

They argue that a fair reading of the membership agreement




provides the sum and substance of what is statutorily required.
But Appellants have overlooked the obligatory language of the
applicable law.
Section 14-12B-06(3) provides as follows:
Each contract for health club services shall con-
spiculouly disclose under the heading "Notice

of Consumer Rights":

(1) The seller's health club registration number
with the Division;

{ii) A description of whether the seller is bonded
and the amount of the bond or, if not bonded,

an explanation of the basis for the seller's
exemption from the bonding requirements;

(1iii) The buyer's right to cancel as defined in
this section; and

(iv) The buyer's rights in the event of a disability
or temporary closing under 14-12B-04 of this
subtitle.
Emphasis added.
it is a well recognized principle of statutory
construction that the word "shall" denotes a mandatory rather

than a permissive obligation. As the court found in Robinson

v. Pleet, 76 Md. App. 173, cert. denied, 313 Md. 689 (1988),

the word "shall" 1in a statute 1is mandatory, imposing an
imperative obligation inconsistent with the exercise of

discretion. See also, Tranen v. Azia, 59 Md. App. 528, aff'd.

304 Md. 605 (1984); State v. One 1979 Pontiac Firebird, 55 Md.

App. 394 (1983).
A review of the membership agreement plainly reveals that
the contract has no section labelled "Notice of Consumer

Rights." Moreover, the membership contract fails to provide
g

the Club's registration number or a statement as to whether




or not the Club is bonded, as required by Section 14-12B-06(3).
Thus, the Opinion correctly notes that Appellants' contract
"contains neither the legislatively mandated heading nor any of
the required information." Decision at 4. This court can find
no fault with that conclusion, as it is amply supported by the
evidence in the record.

Appellants' third assertion is that the Division
improperly pursued enforcement of Section 14-12B-06. They
argue that since no consumer filed a complaint, the Division
should not go "out on their own to create problems 1in a
situation where none existed prior to their action and none has
existed since." Appellant's Memorandum at 6. The argument is
specious.

This court cannot accept Appellants' argument that merely
because no private consumer has complained, the Division
charged with the enforcement of consumer protection laws should

not pursue clear violations of the laws. In Devine Seafood,

Inc. v. Attorney General, 37 Md. App. 439, cert. denied, 282

Md. 482 (1978), the Court noted that consumer complaints are
but one means by which Division action may be initiated. What
the Court said in Devine is apposite here.
The Consumer Protection Division itself may be
the moving party. It may, moreover, act upon its own
initiative, from whatever stimulus, to
investigate individual instances or broader patterns of
unfair or deceptive practices.
Id. at 447. Accordingly, the action of the Division in
enforcing Section 14-12B-06 is proper as a matter of law.

Appellants' final contention of error 1is that it was

improper for William Leibovici ("Leibovici"), the chief of the

11




agency charged with investigation and enforcement of consumer
protection laws, to also hear the matter in an adjudicative
function. In this regard, the Supreme Court's comments in

Withrow v. Larkin, 421 U.S. 35 (1975) are instructive.

Concededly, a 'fair trial in a fair tribunal is

a basic requirement of due process.' In re
Murchison, 349 U.S. 133, 136 (1955)....The conten-
tion that the combination of investigative and
adjudicative functions necessarily creates an
unconstitutional risk of bias in administra-

tive adjudication has a much more difficult burden
of persuasion to carry. It must overcome a
presumption of honesty and integrity in those
serving as adjudicators; and it must convince
that, under a realistic appraisal of psychological
tendencies and human weakness, conferring inves-
tigative and adjudicative powers on the same
individuals poses such a risk of actual bias

or prejudgment that the practice must be forbidden
if the guarantee of due process is to be
adequately implemented.

Id. at 46, 47.

Appellants have failed to demonstrate, beyond the bald
allegation of bias, any actual or perceived prejudice on the
part of Leibovici which would give this court cause for
concern. Like the other arguments before it, Dumbbells’
assertion here is without merit.

Counterclaim

The Division has filed a Counterclaim in this action,
pursuant to Section 13-403(c)(2), in which it seeks enforcement
of the Opinion. In 1its Counterclaim, the Division also
requests the assessment of civil penalties against Appellants
pursuant to Section 13-410, and the award of attorneys' fees

and costs, pursuant to Sections 13-408 and 13-409,

respectively.




Janet Zaremba ("Zaremba"), the Division's Assistant Health
Club Administrator, testified at the appellate hearing. Her
job 1is to ensure compliance with the Division's orders. She
testified that Appellants failed to comply with paragraphs 1
through 5 of the Order in the following ways: (1) by failing
to obtain the requisite bond to cover the aggregate value of
the outstanding memberships; (2) by failing to notify members
of their right to rescind their contracts and obtain a refund;
and (3) by failing to comply with various administrative
directives of the Division.

It is undisputed that the Division issued valid orders,
pursuant to Section 13-403, on October 26, 1989 and January 31,
1990, and that Appellants have failed to comply. Section
13-403(c)(2) provides that +the Division may institute a civil
action to obtain compliance with its orders, which it has done
through this Counterclaim. Accordingly, this court shall enter
judgment on the Counterclaim in favor of the Division, and also
award the costs and reasonable attorneys' fees associated with
the Counterclaim. A hearing will be held to determine the
costs and attorneys' fees.

The assessment of civil penalties lies in the discretion

of the court. State v. Action T.V. Rentals, Inc., 297 Md. 531

(1983). In the instant case, this court does not consider the
imposition of fines to be appropriate.
It is without question that Appellants' promotional offer

was undertaken in an effort to attract business without the

13




necessity of satisfying the bonding requirement of Section
14-12B-02(e). But there is no indication in the record that
Appellants acted maliciously. Rather, Appellants appear to
have been ill-advised by their promoter as to the legality of
this marketing strateqgy. Coupled with the absence of any proof
by the Division of actual injury to any consumer, and testimony
that the Club 1is not presently in business,8 this court
declines to impose any fine.

Based on the foregoing, it is this df day of July, 1991,
by the Circuit Court for Baltimore City;

ORDERED, that the Decision of the Consumer Protection
Division be, and the same hereby is, AFFIRMED.

IT IS FURTHER ORDERED that judgment on the Counterclaim be
entered in favor of the Division, and that Appellants shall pay
all costs and reasonable attorneys' fees associated with the
Counterclaim. A hearing on the amount of attorneys' fees will
be scheduled.

Costs of the appeal shall be paid by Appellants.

DLt £ 2r0lnla

FTlen L. Hollander, Judge

cc: Melvin Kodenski, Esquire
Attorney for Appellants
Steven M. Sakamoto-Wengel, Esquire
Assistant Attorney General

8. Zaremba testified before this court on February 14,
1991 with respect to the issues generated by the Counterclaim.
She stated that the Club closed around July 1, 1990 and she

conceded that no complaints were ever received by the Division
from consumers.

14
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J. JOSEPH CURRAN, JR.
ATTORNEY GENERAL

¢ WILLIAM LEIBOVICI
CHIEF, CONSUMER PROTECTION DIVISION
ADMINISTRATIVE OFFICE
(301) 576- 6550
CONSUMER INQUIRIES
AND COMPLAINTS

JUDSON P. GARRETT, JR.
DENNIS M. SWEENEY

DEPUTY ATTORNEYS GENERAL (301) 528-8662
HEALTH ADVOCACY UNIT
(301} 528-1840
OFFICE OF THE ATTORNEY GENERAL
CONSUMER PROTECTION DIVISION
200 SAINT PAUL PLACE
BALTIMORE, MARYLAND 21202-2022 WRITER'S DIRECT DIAL NO.
D.C. Met:;m#s:« 576-6350

TTY for Deaf Batto. Area 576-6372 D.C. Metro 565-0451
All other areas 1-800-492-2114 tone 870892
Telecopier No. (301) 576-6404

July 25, 1990

CERTIFIED MAIL
. RETURN RECEIPT REQUESTED

Melvin J. Kodenski
Kodenski and Canaras

19 E. Fayette Street
Baltimore, Maryland 21202

Re: Greenspring Fitness Center

Dear Mr. Kodenski:

Pursuant to Md. Com. Law Code Ann., §14-12B-07, Dumbbells
Associates, Inc. is required to submit to the Division within 15
days from the date of closing:

(1) the name and address of each consumer who purchased
a membership at Greenspring Fitness Center;

(2) a copy of the membership agreement for each
consumer;

and (3) records showing the amount of payment collected
from each consumer.

Please note that failure to provide the above information is
a violation of the Maryland Bealth Club 1law and Consumer
Protection Act. Your expected cooperation is appreciated. If
you have questions regarding this matter, please feel free to

contact me at (301) 576-6350. )
incerely, /
wen, A'M/W/Z

Stev M. Sakamoto Wengel

Health Club Program Administrator
SSW:amd
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Put your address in the ‘RETURN TO'* Space on the reverse side. Failure to do this will prevent this card
from being returned to you. The return receipt fee will provide you the name of the person delivered to and

the date of delivery. For additional fees the folfowing services are avallabfTonsuh postmaster for fees
and check box{es) 'for additional servicel(s) requested.

1. O Show ta whom delivered, date, and addressee’s address.
1 (Extra charge)

2. [J Restricted Dalivery
(Extra charge)

3. Articlp Addressed to: {50

. Me lvin lf-)‘(ln.cb
ﬂ/&n}fa +4

\

v, ' et J?‘/-uy
1 /‘cfo]rr MOo. AHN2

Artigle Number

494 5713 (SE

l__x]pe of Servige:
Dymslemd
Certified

D Express Mail

Insured
(1 cop

Al s obtain signature of addressee
tgﬂn and DATE DELIVERED.

Return Receipt
D for Merc hgmf"se

¢

p
E 6 Ssgnatwq - Addressee

8. Addressee’s Address (ONLY if
requesied and fee paid)

6 S| ture — Agont

alons,  1)alitna

»
‘ ¢

il 7 Diﬁ of Delivery
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UNITED STATES POSTAL SERVICE
OFFICIAL BUSINESS

SENDER INSTRUCTIONS

Print your name, address snd ZIP Code

In the space below.
¢ Compiete items 1, 2. 3, and 4 on the
reverse.

e Attach to front of article if space
permits, otherwise affix to back of
article.
¢ Endorse article ‘‘Return Recelpt

i Requested’’ adjecent to number.

RETURN
T0

L ——‘—m"—z—r‘ﬁﬁi"
" ;Focm 3811, Apr. 1989

Y

]
St e U.S.MAIL
Wb OE Gl —0

USE, $300

Print Sender’s name, address, and ZIP Code in the space below.
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DUMBBELLS ASSOCIATES, INC., .

et al. IN THE
. CIRCUIT
Petitioners, COURT
* FOR
v.
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Respondent CL109816
s
*
APPEAL FROM THE
. CONSUMER PROTECTION
DIVISION
. OFFICE OF THE
ATTORNEY GENERAL
. OF MARYLAND
- ] . * *

AFFIDAVIT OF KATHLEEN CRANFORD

I, Kathleen Cranford, hereby declare and state as follows:

1. I am employed as the Assistant Administrator of the
Health Club Registration Program in the Consumer Protection
Division of the Office of the Attorney General of Maryland. 1In
my capacity as Assistant Administrator, 1 am responsible for

‘maintaining files pertaining to the health club registration of
businesses subject to the Maryland Health Club Services law.

2. The file pertaining to Greenspring Fitness Center shows
that a $10,000 letter of credit was provided to the Division for
liabilities to consumers from memberships sold before Dumbbells
Associates, 1Ine. purchased the fitness center. However,
Dumbbells Associates, Inc. t/a Greenspring Fitness Center has
failed to file a report prepared by a certified public accountant
documenting total outstanding liabilities to all members,

inecluding promotional members, or provide the Division with a

STATE’S

EXHBIT ™"

MEMBERSHIF INFORMATION
A At mer \? S oS i - ¥ A //71 ~ - - R




/ | |

bond, letter of credit or cash deposit in an amount sutfiey
clent o

protect promotional members. Dumbbells

Associates has also

failed to provide the Division with any evidence that the advance
payments collected from promotional members have been refunded,
other than payment of 25¢ to some of the promotional members.
Additionally, the Division has received notice that the $10,000
letter of credit has been cancelled effective June 13, 1990.

3. On February 27, 1990, I telephoned the Greenspring
Fitness Center and spoke to a salesperson named Jerry. I told
Jerry that 1 had received a copy of the promotion for Greenspring
appended hereto and wanted to know about the membership. He

‘ advised me that Greenspring collected $102 of the membership at
the time I join. He said that I would be billed for the
remainder at $1 per month for 9 months or at $3 per quarter for 3
quarters,

I do solemnly affirm under penalty of perjury and upon .
personal knowledge that the contents of the foregoing paper are

true.

L Tl G et Lo Crooaferd

Date
. Kathleen Cranford ¢

MEMBERSHIF INFCRMATION
(%t

X . 7 ),-.///,u'(,l
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Greenspﬂng Fitness Center
at the Greenspring Station

%828-532
A Py

Happy New Year!

You have been issued this temporary One (1) Year Nautlilus, Fitness, Spa, and
Club Membership “Gold Card” to the Greenspring Fitness Center, one of Maryland's
finest recreational facilities located in Lutherville. That's correct, 2 One (1) Year Nautilus,
Fitness, Spa, and Club Membership “Gold Card”to Greenspring Fitness Center.

Your “Gold Card”Membership gives you
unlimited use of the following facilities and benefits:

« Nautilus! (2 full circuits) « Steam Room!

« Free Weights! _ « Sauna! (separate for men & women)

« State-of-the-Art Instruction! « Spacious Locker Rooms & Shower Facilities!

« Aerobic Exercise Classes* by « Affiliated With Over 2500 Clubs Nationwide!
Marilyn Picks —Fithess Dimensions! » Snack Bar & Lounge!

« Lifecycles! e Open 7 Days AWeek!

* Whiripool! e Much, Much More!

*As an added bonus your membership includes a free Aerobics package.

This “Gold Card”Membership is valued at over $400.00 and is being offered
to you for only the one time initiation fee of $89, and $1.00 per month.

HOW DO | CLAIM MY MEMBERSHIP?

Bring this letter to the GREENSPRING FITNESS CENTER
within the next 24 hours between 10:00a.m.and 9:00p.m.
Monday through Friday, or between 10:00 a.m. and 4:00 p.m. on Saturday.
As an added bonus, this offer may also be extended to
your friends and relatives. Simply bring your workout partners
with you when you visit the club!

Current members of the GREENSPRING FITNESS CENTER are not eligible for this promotional membership.
However, you may give your letter to a friend or relative. See reverse side for directions to GREENSPRING FITNESS CENTER

EXIT 23A FALLS & VALLEY ROADS 828-5328

- _ !AEMBERSHIF InFORMATION
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DUMBBELLS ASSOCIATES, INC., IN THE
et al.
CIRCUIT COURT

Respondent/Appellants,

FOR
V.
BALTIMORE CITY
CONSUMER PROTECTION DIVISION
Case No. 90059044/
Proponent /Appellee. CL109816

APPEAL FROM THE

b CONSUMER PROTECTION
DIVISION

* OFFICE OF THE
ATTORNEY GENERAL

. OF MARYLAND

"') * * * * *

ORDER GRANTING CONSUMER PROTECTION DIVISION'S
MOTION FOR INTERLOCUTORY INJUNCTION

for interlocutory injunction and memorandum in support

and finding that (1) the Division is likely to cceed on the

'

merits of its counterclaim; (2) the Appellan failure to comply

with the Division's Order and Supplementdl Order places more than
‘ 800 consumers at risk of losing substantial advance payments made
to the Appellants; (3) the public interest will be served by
requiring Appellants comply with the Division's Order and
Supplemental OE' ; and (4) the "balance of convenience" favors
requiring,AﬁB;llants to comply with the Order pending the outcome

pursuant to Md. Com. Law Code Ann., § 13-

403(c)(2) and Md. Rules BB70, et seq., it is this /Cﬁ day ‘

of %),,,Z.(\ , 1990, ORDERED:

l .



1. that Appellants Dumbbells Associates, Ine., Scott Scala
and Jordan Binetti ("Appellants") are enjoined and restrained
from selling health club services agreements to consumers until
such time as they have complied with the Consumer Protection
Division's Decision and Order issued October 26, 1989 and
Supplemental Order issued January 31, 1990 and the requirements
of the Maryland Health Club Services law by posting a bond,

letter of credit or cash deposit with the Division in accordance

/

immediately post a bond, letter of credit or cash

with Md. Com. Law Code Ann., § 14-12B-02(e); and

pellants-shaltl-eithers

depositN with the Division in an amount fiot less than

their tot outstanding liabilitie to members as

required by pa raph 2 of the Division's Order and by

Md. Com. Law Code A 12B-02(e);
or, in the alter refund immediately to each

member who pyrchased an unbonded promotional membership

or other Afinbonded membership in ich more than three

month advance payment was collected, 1 payments that

eed payment for more than three months' ser

IT IS FURTHER ORDERED that the requirement for filing an

-14-~



*

_

-~

injunction bond be waived pursuant to Md. Rule BB75(b)(2).

JUDGE 7

-15- d\/




T e S T T U Y U

CIRCUIT COURT FOR BALTIMORE CITY DATE PRINTED 06/30/90
PRESIDING JUDGE eeccccesscesccccsscssscsas /'%}

CDURTROCH CLERK L XA XX XA AT R XL 2 X XN X J

STENOGRAPHER L I A R A2 Y XX R RSN XN L 3 3 J \50/
ASSIGNMENT FOR FRIDAY JULY 13¢ 1990 P19 J I
CASE NUMBER - 90059044
CASE TITLE -~ DUMBELLS ASSCSeETAL V CONSUMER PROTECTION CL109816 cL
CATEGORY — APPEAL FROM ADMINISTRATIVE AGENCY
PROCEEDING - MOTION HEARING - GENERAL
SAKAMOTCG-WENGELe STEVEN M DEFENSE ATTORNEY
KUDENSKIs MELVIN PLAINTIFF ATTORNEY 685-5100

' ralen

-

‘!’E CF PRCCEEDING: (____ JURY) {____ NON-JURY) ——— OTHER)

DISPCSITICN (CHECK ONE)

(____ SETTLED) L | — CANNGT SETTLE) { NEXT COURT DATE)
_____ VERBICT) €____ REMANDED) S | NON PROS/UOISMISSED)
(____ JUDGEMENT NISI) { ORDER/DECREE SIGNED) ____ OTHER)

PLEASE EXPLAIN:

JUDGEFMENT ABSOLUTE) | CRDER/DECREE TO BE SIGNED)

____ PCSTPONED) (____ MOTION GRANTED)
SUB CURIA) « MOTION DENIED)
<7
JUDGE SIGNATURE §;’?L““-—-\ DATE ':;/éé;z/{; 9]
dynnnzmsa'

JUDGE




FILED

DUMBBELLS ASSOCIATES, JUNC1%5 1880 *  IN THE /2
et al. *
CIRCUIT COURT FOR, ~ CTRCULT COURT
Petitioners BALT o
IMORECHM FOR -

vs. *

* BALTIMORE CITY
CONSUMER PROTECTION DIVISION *

*

Case No.: 90059044/

Respondent * CL109816
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ANSWER TO MOTION FOR INTERLOCUTORY INJUNCTION

Dumbbells Associates, Inc., et al., by their attorneys,
Melvin J. Kodenskl and Kodenski and Canaras, in answer to the
Motion for Interlocutory Injunction, states:
‘ 1. That they request the Court deny the Motion for
Interlocutory Injunction on the grounds that this matter is
presently under Appeal and the Appellant's have the right to have
their case tried and disposed of at an appropriate Court hearing
and that an Order to do otherwise would defeat the purpose of an
Appeal and that as of the present time, the particular location
is open and operating and to this date, there have been no
complaints from any of the consumers for whom the particular law
. was designed to protect.

WHEREFORE, for these reasons the Appellants would request

that the Motion for Interlocutory Injuncti n ’é denled.

Ivin J./ kodenski

Clond | Caue

Kodenski "and 'Canaras
19 E. Fayette Street

Suite 301
KODENS N OFFICES ARAS Baltimore, Maryland 21202
19 EAST FAYETTE STREET ( 301 ) 685-5100
BALTIMORES,U::R?L:AND 21202 Attorneys for the Petitioners




CERTIFICATE OF MAILING

I HEREBY CERTIFY, that on this 15th day of June, 1990,
a copy of the foregoing Answer to Motion for Interlocutory
Injunction of Dumbbells Associates, Inc., Jordan Binetti and
Scott Scala, Petitioners was mailed to Vince DeMarco, Health Club
Program Administrator, Office of the Attorney General, Consumer
Protection Division, 200 St. Paul Place, 16th Floor, Baltimore,

Maryland 21202-2022.

' MelVin J. Kodenski’

G:\MJK\880

LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202




by

LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202
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DUMBBELLS ASSOCIATES, FIIICL-,E D

* IN THE
et al. *
JUN 151990 *  CIRCUIT COURT //
Petitioners *
CIRCUIT COURT FOB FOR
vs. LTIMORE CITY, i <
BA *  {BALTIMORE CITY
CONSUMER PROTECTION DIVISION koo
* Case No.: 90059044/
Respondent * CL109816
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ANSWER TO AMENDED COUNTER-CLAIM

Dumbbells Associates, Inc;, et al., by their attorneys,
Melvin J. Kodenski and Kodenski and Canaras, in answer to the
Amended Counter-Claim, states:

1, That the Order mentioned in paragraph number one is
under Appeal in this case.

2. That they admit the allegations contained in
paragraph number two of the Amended Counter-Claim.

3. That they admit the allegations contained in
paragraph number three of the Amended Counter-Claim.

4. That they admit the allegations contained in
paragraph number four of the Amended Counter-Claim.

5. That they would further state that the particular
Decision, Order and Supplemental Order are under Appeal in this
case are to be decided at a later date.

6. That they would further state that it 1is
inappropriate for an Amended Counter-Claim to be filed in the
Appellant's Appeal Administrative Hearing and it is without legal

foundation or affect.




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE. MARYLAND 21202

WHEREFORE, the Appellant's Dumbbells Associates, Inc.,
et al., pray:

A. That the Amended Counter-Claim be dismissed; and

B. For such other and further relief as the nature of

their cause is proper, correct and necessary in this matter.

q

Mep;vihkﬁuxq‘?ﬁ%o’“&;
>

Kodenski and Canaras

19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners

CERTIFICATE OF MAILING

I HEREBY CERTIFY, that on this 15th day of June, 1990,
a copy of the foregoing Answer to Counter-Claim of Dumbbells
Associates, Inc., Jordan Binetti and Scott Scala, Petitioners was
mailed to Vince DeMarco, Health Club Program Administrator,
Office of the Attorney General, Consumer Protection Division, 200
St. Paul Place, 16th Floor, Baltimore, Maryland 21202-2022.

Cing i b

Melvin J. Kdéﬁgski N

G:\MJK\879




LAW OFFICES
KODENSKI| AND CANARAS
19 EAST FAYETTE STREET
SWTE 301
BALTIMORE. MARYLAND 21202

N 15 B0
DUMBBELLS ASSOCIATES, INC., * IN THE /’Cj
et al. , CIRCUIT COURT FGR

BALTIMORE CIT% CIRCUIT COURT
Petitioners
FOR
vS.
BALTIMORE CITY
CONSUMER PROTECTION DIVISION

% % % % * *

Case No.: 90059044/

Respondent * CL109816
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ANSWER TO MOTION FOR SUMMARY JUDGMENT

Dumbbells Associates, Inc., et al., by their attorneys,
Melvin J. Kodenski and Kodenski and Canaras, in answer to the
Motion for Summary Judgment, state:

1. That there is a genuine dispute on issue of material
fact due to the Decision of the Consumer Protection Division of
the Attorney General's Office as set out in the Petition for
Appeal which was answered by the Appellees.

2. That the Consumer Protection Division 1is not
entitled to a Judgment as a matter of law until after the
determination of the case.

3. That there have been Memorandums submitted and
arguments will be heard shortly in this case.

WHEREFORE, the Appellants request that the Motion for

Summary Judgment be denied.

(AN

19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners




CERTIFICATE OF MAILING

I HEREBY CERTIFY, that on this 15th day of June, 1990,
a copy of the foregoing Answer to Motion for Summary Judgment of
Dumbbells Associates, Inc., Jordan Binetti and Scott Scala,
Petitioners was mailed to Vince DeMarco, Health Club Program
Administrator, Office of the Attorney General, Consumer
Protection Division, 200 St. Paul Place, 16th Floor, Baltimore,

¥

Maryland 21202-2022.

. Melvin J. \\{(édenski

G:\MJK\881

LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202




DUMBBELLS ASSOCIATES, INC., * IN THE f;;z
et al.

* CIRCUIT COURT
Respondent /Appellants,

* FOR
v.
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
. * Case No. 90059044/
Proponent/Appellee. CL109816
*

16\0 APPEAL FROM THE
*

4 : CONSUMER PROTECTION
Yy - DIVISION
e, 6 * - OFFICE OF THE
&>, % | ATTORNEY GENERAL
gy 4%;,} s OF MARYLAND
A
* €Qbyq? * * *

APPELLEE'S MEMORANDUM
IN OPPOSITION TO APPEAL

I. Introduction

The Consumer Protection Division issued a Decision and Order
finding that Dumbbells Associates, Inec., Scott Scala and Jordan
Binetti ("Appellants") sold two-year, paid-in-full health club
memberships to nearly 800 consumers without posting the bond
required by Maryland's Health Club law. The Division also found
that the membership contracts used by Appellants did not contain
disclosures regarding registration and bonding required by the
Health Club law. As a remedy for its failure to post the
required bond, the Division ordered Appellants to (1) post the
bond required by the Health Club law; (2) stop collecting advance
payments from consumers until the required security has been
posted; and (3) refund payments collected for the portion of the
membership that was not protected by a bond. As a remedy for its

failure to make material disclosures to consumers, the Division

Y
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ordered Appellants to notify members that they may rescind the
agreement and receive a full refund of all moneys paid.

The Division's findings that Appellants failed to post the
required bond and make the required disclosures are supported by
substantial evidence in the record. The remedies ordered by the
Division are appropriate 1in 1light of the violations found.
Accordingly, this Court should affirm the Division's Order and

dismiss Appellants' appeal.

II. Statement of Facts

A. Appellants sold two-year paid-in-full memberships

Appellant Dumbbells Associates, Inc. owns and operates a
health e¢lub known as Greenspring Fitness Center located at Falls
and Valley Roads in Lutherville, Maryland. Stipulations
Regarding Facts and Documents ("Stipulations") ¢ 1, adopted in
Decision and Order of the Consumer Protection Division, Case No.
89-020, October 26, 1989 ("Decision") at 2, ¥1. Appellants Scott
Scala and Jordan Binetti are the sole officers, directors and
shareholders of Dumbbells. Stipulations 4§ 3. On or about May 1,
1989, Appellants entered into an agreement with John Shipley t/a
Universal Promotions to conduct a promotion at the Greenspring
Fitness Center. Stipulations 9q10. The promotion, Proponent's
Exhibit 5, offered a two-year membership for "maintenance dues"
of $69 per year and was mailed to approximately 15,000 consumers

in May, 1989. Stipulations 99 12 and 13. A second, identical




promotion, Proponent's Exhibit 10, was sent to consumers in July
and August of 1989. Stipulations § 22,

Appellants sold these two-year promotional memberships to
almost 800 consumers and charged an "initiation fee" of $137.76
and "monthly dues" of a penny per month, Stipulations 9Y 12-16
and 22. Although Appellants had not posted a bond with the
Division, in many cases Appellants collected the entire $138
membership cost up front and, even where Appellants collected
$137.76, they made no effort to colleect the "monthly dues."
Transcript, Hearing of October 3, 1989 ("Transcript") at 44
(Testimony of J. Shipley) and 70-71 (Testimony of S. Scala"). 1In
fact, Appellants' own witness, Stacy Van Houten, paid the full
$138 for a membership sold by Jordan Binetti, one of the
Appellants. Transeript, Hearing of October 3, 1989
("Transcript") at 8 and 48-49; Respondents' Exhibit 1.

The promotions mailed to consumers concerning the membership
represented the $138 payment as "maintenance dues." Proponent's
Exhibits 5 and 10, The actual membership agreement signed by the
consumer represented the $138 payment to be ™membership dues."
Proponent's Exhibit 6. John Shipley, who designed the promotion
for the Appellants, testified that the breakdown between the
initiation fee and monthly dues bore no relation to any costs
incurred in servicing the members but was merely designed "to
comply with the law." Transcript at 42-43. In fact, Appellant
Scott Scala testified that the membership regularly offered by
Appellants was $75.00 dues every three months with no initiation

fee. Transcript at 70. The membership sold by Appellants made




no provision for renewal upon expiration of the initial two-year
membership, leaving open the possibility that a consumer would
have to pay a second "initiation fee" to continue as a member.
Transcript at 14 (Testimony of S. Van Houten).

The Decision concluded that the $138 was, in fact, payment
for future services and that the Appellants labelled the payment
an "initiation fee" to evade the bonding requirement of the
Health Club law. Decision at 4-8; Supplemental Order, January
31; 1990 ("Supplemental Order") at 2-3, 5. The Division ordered
Appellants to post the security required under the Health Club
law and to refund payments attributable to the period in which no

bond was posted. Decision and Order at 10, 92 and 12, Y4.

B. Appellants' membership agreements fail to contain legally
required disclosures

Appellants provided copies of the form membership agreement
used at the Greenspring Fitness Center and actual agreements sold
during the promotions. Stipulations 99 16 and 18; Proponent's
Exhibits 6 and 7. Those membership agreements do not contain a
separate section headed "Notice of Consumer Rights," nor do they
disclose to the consumer whether Greenspring Fitness Center is
registered with the Division and bonded. Id.; Transeript at 21
(Testimony of K. Cranford).

The Decision found that Appellants' membership agreements
failed to disclose under the heading "Notice of Consumer Rights"
as required by § 14-12B-06 of the Health Club law, whether

Appellants were registered with the Division (they were not) and

-4 -



whether they had posted the required bond (they had not).
Decision at 4. The Decision concluded that, by failing to make
the required disclosures, consumers were denied information that
the General Assembly deemed material to a consumer's decision to
join the club. Decision at 8-9. Accordingly, Appellants were
ordered to offer each consumer who was not given the required
disclosures the opportunity to rescind the agreement and receive

a full refund. Decision at 9 and at 10-11, 3.

ITT. Argument

A. Appellants have failed to comply with the Health Club law

Maryland's Health Club law, Md. Com. Law Code Ann., § 14-
12B-01 through 14-12B-08, was enacted to protect consumers who
made advance payments to health clubs and then suffered
substantial losses when the club closed and no assets remained to
pay refunds. The General Assembly addressed the problem by
requiring any health club that collects more than three months'
payment in advance from members to give the Division a bond to
protect the advance payments should the ec¢lub go out of
business. Md. Com. Law Code Ann., § 14-12B-02(e). The General
Assembly considered the collection of advance payments without
posting a bond so serious that it authorized the Division to
issue a cease and desist order without first conducting a

hearing. Md. Com. Law Code Ann., § 14-12B-08(a).




When it determined that Appellants were selling two-year
memberships and collecting the entire payment at the time the
member joined without having the required bond, the Division
issued a Cease and Desist Order pursuant to § 14-12B-08(a) dated
August 29, 1989. Following hearings on the Order requested by
Appellants and conducted pursuant to Md. Com. Law Code Ann., §
13-403, the Division issued the October 26, 1989 Decision and
Order and January 31, 1990 Supplemental Order now before this
Court.

In reviewing the Division's Decision and Order and

Supplemental Order, this Court should:

review the agency's decision in the light most favorable
to the agency, since "decisions of agencies are prima
facie correct,” . . . [Citation omitted] . . ., and
"carry with them the presumption of validity."
[Citations omitted]. Furthermore, not only is it the
province of the agency to resolve conflicting evidence,
but where inconsistent inferences from the same evidence
can be drawn, it is for the agency to draw the
inferences.

Bulluck v. Pelham Wood Apartments, 283 Md. 505, 390 A.24 1119,

1124 (1978) The Division's Order should be upheld if supported
by substantial evidence in the record as a whole, i.e., if a
"reasoning mind reasonably could have reached the factual
conclusion™ reached by the Division. Id., 390 A.2d at 1123.

The Division's determination that payment collected by
Appellants was payment for future services rather than an
"initiation fee" and requires bonding under the Health Club law
is supported by substantial evidence. First, while the

Appellants now claim the payment to be an "initiation fee," the



promotions mailed to consumers state otherwise. The Appellants'
promotion represented the fee for the two-year membership as
"maintenance dues™ and ™membership dues." Second, the
membership sold by Appellants before the promotion suggests the
initiation fee 1is not a true initiation fee. Prior to the
promotion, the Appellants only collected payment for services and
no initiation fee but now considered 99.87% of the total payment
collected an "initiation fee."

Third, the Appellants' failure to make any effort to collect
the "monthly dues" also suggests that the initiation fee was a
sham. The only time that Appellants made any effort to collect
the "monthly dues" was if the consumer paid the full $138.00 upon
joining. Fourth, an "initiation fee" should be a one-time only
fee paid to join the club. However, the membership sold by
Appellants did not provide the member with any renewal rights
upon expiration of the initial two years, so a member could be
required to pay a second "initiation fee" to continue as a
member.

Substantial evidence also supports the Division's
determination that Appellants' membership agreements did not
contain the disclosures required by § 14-12B-06 of the Health
Club law. Appellants provided a copy of the form membership
agreement used and acknowledged that the form agreement is the

one regularly used at Greenspring Fitness Center. That form

membership agreement does not contain the heading "Notice of

Consumer Rights" as required § 14-12B-06(b)(3); does not disclose

the seller's health club registration number with the Consumer




Protection Division as required by § 14-12B-06(b)(3)(i); and does
not disclose whether the seller is bonded and the amount of the
bond or, if not bonded, an explanation of the basis for the
seller's exemption from the bonding requirement as required by §

14-12B-06(b)(3)(ii).

B. Action by the Division does not require consumer complaints

Appellants argument that the Division should act only if it
has received consumer complaints is wrong as a matter of law.
Enforcement of the Health Club Services law and Consumer
Protection Act by the Division does not require consumer

complaints. More than a decade ago in Devine Seafood, Ine. v.

Attorney General, 37 Md. App. 439, 377 A.2d 1194, 1198-99 (1977),

cert. dismissed, 282 Md. 482, 385 A.2d 85 (1978), the Court of

Special Appeals stated that consumer complaints are but one means
by which Division action may be initiated. "[The Division] may,
moreover, act upon its own initiative, from whatever stimulus, to
investigate individual instances or broader patterns of unfair or
deceptive practices."” 1d., 377 A.2d at 1199.

The Health Club law was enacted as a preventive measure to
protect consumers who make advance payments to health clubs for
future services. The Division was given authority to administer
and enforce that law. Md. Com. Law Code Ann., §§ 14-12B-02, 14-
12B-03, and 14-12B-08. Consumers cannot know in all cases that
an unfair or deceptive practice has been committed. In this
case, consumers may not become aware of the violation unless the

fitness center closes and they are denied refunds because

-8 -




Appellants have not posted the legally-required bond.
Accordingly, where the Division determines that violations of the
law are occurring, it may aet to protect consumers even if no

consumer has filed a complaint against the particular club.

IV. Conelusion

For the reasons set forth, the Consumer Protection Division
asks that this Court dismiss Appellants' appeal and find in favor

of the Division on all counts of the appeal and the Division's

. Counterclaim.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

By : ,//Z /// S P

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor
200 St. Paul Place

. Baltimore, Maryland 21202
Telephone: (301) 576-6350




CERTIFICATE OF MAILING

I hereby certify that, on this 16th day of May, 1990, a copy
of the Consumer Protection Division's Memorandum in Opposition to
Appeal was mailed, first class postage prepaid, to Appellants'
attorney, Melvin J. Kodenski, Kodenski and Canaras, 19 E. Fayette

Street, Suite 301, Baltimore, Maryland 21202.

T A

Steven M. Sakamoto-Wengel
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*

Respondent/Appellants,

* FOR
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* BALTIMORE CITY % @, 125
CONSUMER PROTECTION DIVISION % S
* Case No. 90059044/ 6}?%6
Proponent/Appellee. CL109816 Q,O‘,
X
*
APPEAL FROM THE .
* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND

' * * * * *

MOTION FOR SUMMARY JUDGMENT
AND REQUEST FOR HEARING

Appellee/Counterclaimant, Consumer Protection Division,
Office of the Attorney General, State of Maryland ("Division")
moves, pursuant to Md. Rule 2-501 for summary judgment on its
amended counterclaim. In support of its motion, the Division

states:

1. There is no dispute as to any genuine issue of material
. fact; and
2. The Division is entitled to judgment as a matter of law.
The Division further relies upon the memorandum of law and
exhibits filed herewith. A proposed Order is attached.

WHEREFORE, the Division requests that this Court enter

summary judgment on the Division's counterclaim in its favor.




REQUEST FOR HEARING

The Consumer Protection Division requests a hearing on its

motion for summary judgment.

By:

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

/,% Tl T s

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor

200 St. Paul Place
Baltimore, Maryland 21202
Telephone: (301) 576-6350




CERTIFICATE OF MAILING

I hereby certify that, on this 15th day of May, 1990, a copy
of the Consumer Protection Division's Motion for Summary
Judgment, Memorandum in Support thereof and Proposed Order was
mailed, first class postage prepaid, to Appellants' attorney,
Melvin J. Kodenski, Kodenski and Canaras, 19 E. Fayette Street,

Suite 301, Baltimore, Maryland 21202.

ﬁj/é/

Steven M. Sakamoto-Wengel
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DUMBBELLS ASSOCIATES, INC., * IN THE
et al.
* CIRCUIT COURT
Petitioners,
* FOR
V.
e BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Respondent CL109816
.
s
APPEAL FROM THE
* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
- & ] %* L

AFFIDAVIT OF KATHLEEN CRANFORD

I, Kathleen Cranford, hereby declare and state as follows:

l. I am employed as the Assistant Administrator of the
Health Club Registration Program in the Consumer Protection
Division of the Office of the Attorney General of Maryland. In
my capacity as Assistant Administrator, I am responsible for
maintaining files pertaining to the health club registration of
businesses subject to the Maryland Health Club Services law.

2. The file pertaining to Greenspring Fitness Center shows
that a $10,000 letter of credit was provided to the Division for
liabilities to consumers from memberships sold before Dumbbells
Associates, Ine. purchased the fitness center. However,
Dumbbells Associates, Inec. t/a Greenspring Fitness Center has
failed to file a report prepared by a certified public accountant
documenting total outstanding liabilities to all members,

including promotional members, or provide the Division with a

EXHIBIT # =2
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bond, letter of credit or cash deposit in an amount sufficient to
protect promotional members. Dumbbells Associates has also
failed to provide the Division with any evidence that the advance
payments collected from promotional members have been refunded,
other than payment of 25¢ to some of the promotional members.
Additionally, the Division has received notice that the $10,000
letter of credit has been cancelled effective June 13, 1990.

3. On February 27, 1990, I telephoned the Greenspring
Fitness Center and spoke to a salesperson named Jerry. I told
Jerry that I had received a copy of the promotion for Greenspring
appended hereto and wanted to know about the membership. He
advised me that Greenspring collected $102 of the membership at
the time I join. He said that I would be billed for the
remainder at $1 per month for 9 months or at $3 per quarter for 3
quarters.

I do solemnly affirm under penalty of perjury and upon
personal knowledge that the contents of the foregoing paper are

true.

Date: 5/@/90 Ko Leed Cf&w{/p&/c/

Kathleen Cranford U
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Greenspring Fitness Center
at the Greenspring Station

%828-5328
Tl

Happy New Year!

You have been issued this temporary One (1) Year Nautilus, Fitness, Spa, and
Club Membership “"Gold Card”to the Greenspring Fitness Center, one of Maryland’s
finest recreational facilities located in Lutherville. That's correct, a One (1) Year Nautilus,
Fitness, Spa, and Club Membership “"Gold Card” to Greenspring Fitness Center.

Your “"Gold Card”Membership gives you
unlimited use of the following facilities and benefits:

« Nautilus! (2 full circuits) » Steam Room!

* Free Weights! v « Sauna! (separate for men & women)

« State-of-the-Art Instruction! » Spacious Locker Rooms & Shower Facilities!

* Aerobic Exercise Classes* by « Affiliated With Over 2500 Clubs Nationwide!
Marilyn Picks — Fitness Dimensions! « Snack Bar & Lounge!

» Lifecycles! » Open 7 Days A Week!

* Whiripool! * Much, Much More!

*As an added bonus your membership includes a free Aerobics package.

" This “Gold Card” Membership is valued at over $400.00 and is being offered
to you for only the one time initiation fee of $99, and $1.00 per month.

HOW DO | CLAIM MY MEMBERSHIP?

Bring this letter to the GREENSPRING FITNESS CENTER
within the next 24 hours between 10:00a.m.and 9:00 p.m.
Monday through Friday, or between 10:00a.m. and 4:00 p.m. on Saturday.
As an added bonus, this offer may also be extended to
your friends and relatives. Simply bring your workout partners
with you when you visit the club!

Current members of the GREENSPRING FITNESS CENTER are not eligible for this promotional membership.
However, you may give your ietter to a friend or relative. See reverse side for directions to GREENSPRING FITNESS CENTER.

EXIT 23A FALLS & VALLEY ROADS 828-5328




DUMBBELLS ASSOCIATES, INC., * IN THE
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* CIRCUIT COURT
Respondent/Appellants,
* FOR
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* BALTIMORE CITY
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* Case No. 90059044/
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Thogy®
T~ MEMORANDUM IN SUPPORT OF

"™ ,MOTION FOR SUMMARY JUDGMENT

I. Introduction

The Consumer Protection Division issued a Decision and Order
finding that Dumbbells Associates, Inc., Scott Scala and Jordan
Binetti ("Appellants") sold two-year, paid-in-full health club
memberships to nearly 800 consumers without posting the bond
required by Maryland's Health Club 1law. The Division's Order
required Appellants, among other things, to post the required
bond to protect the more than $100,000 in advance payments
collected and to cease and desist from collecting advance
payments until the bond had been posted. Appellants have done
neither and the consumers' substantial advance payments remain at
risk. Accordingly, the Division filed a counterclaim in this
action seeking enforcement of the Division's Order. Since there

is no dispute as to any material fact, the Division is entitled




to summary judgment requiring Appellants to comply with the

Division's Order.

II. Statement of Facts

Appellants soid two-year promotional memberships to almost
800 consumers between May and August of 1989 and charged an
"initiation fee" of $137.76 and "monthly dues" of a penny per
month. Stipulations Regarding Facts and Documents, adopted in
Decision and Order of the Consumer Protection Division, Case No.
89-020, October 26, 1989 ("Decision") at 2, 1(1. Although
Appellants had not posted a bond with the Division, in many cases
Appellants collected the entire $138 membership cost up front
and, even where Appellants collected $137.76, they made no effort
to collect the "monthly dues." Decision at 2-3, 49 4 and 6. The
Decision concluded that the $138 was, in fact, payment for future
services and that the Appellants labelled the payment an
"initiation fee" to evade the bonding requirement of the Health
Club law. Decision at 4-8; Supplemental Order, January 31, 1990

("Supplemental Order") at 2-3, 5. The Division ordered
Appellants to post the security required under the Health Club

law and to refund payments attributable to the period in which no
bond was posted. Decision and Order at 10, Y2 and 12, 4.

The Decision also found that Appellants' membership
agreements failed to disclose under the heading "Notice of
Consumer Rights" as required by § 14-12B-06 of the Health Club

law, whether Appellants were registered with the Division (they




were not) and whether they had posted the required bond (they had
not). Decision at 4. The Decision concluded that, by failing to
make the required disclosures, consumers were denied information
that the General Assembly deemed material to a consumer's
decision to join the club. Decision at 8-9. Accordingly,
Appellants were ordered to offer each consumer who was not given
the required disclosures the opportunity to rescind the agreement
and receive a full refund. Decision at 9 and at 10-11, Y3.

The more than $100,000 in advance payments made by the 800
consumers to the Appellants remain at risk. Appellants have not
provided the Division with any security to protect the advance
payments collected. Affidavit of Kathleen Cranford, appended
hereto as Exhibit 1. Nor have Appellants refunded any of the
advance payments collected or offered consumers the opportunity
to rescind their agreements. Id. Not only have the Appellants
failed to comply with the Division's Order, Appellants are
placing even more consumers at risk by selling yet another
promotional membership like the one found by the Division to
require bonding. Id. Further, the Division has received notice
that a $10,000 letter of credit posted by Appellants to protect
previous advance payments collected has been cancelled. 1Id.

The undisputed facts show that the Appellants have failed to
comply with the Division's Order, and that the Division is

entitlted to summary judgment enforcing that Order.




III. Argument

A. Appellants have failed to comply with the Division's Order

Maryland's Health Club law, Md. Com. Law Code Ann., § 14-
12B-01 through 14-12B-08, was enacted to protect consumers who
made advance payments to health clubs and then suffered
substantial losses when the club closed and no assets remained to
pay refunds. The General Assembly addressed the problem by
requiring any health club that collects more than three months'
payment in advance from members to give the Division a bond to
protect the advance payments should the «club go out of
business. Md. Com. Law Code Ann., § 14-12B-02(e). The General
Assembly considered the collection of advance payments without
posting a bond so serious that it authorized the Division to
issue a cease and desist order without first conducting a
hearing. Md. Com. Law Code Ann., § 14-12B-08(a).

When it determined that Appellants were selling two-year
memberships and collecting the entire payment at the time the
member joined without having the required bond, the Division
issued a Cease and Desist Order pursuant to § 14-12B-08(a) dated
August 29, 1989. A copy of the Division's Order is appended
hereto as Exhibit 2. Following hearings on the Order requested
by Appellants and conducted pursuant to Md. Com. Law Code Ann., §
13-403, the Division issued the October 26, 1989 Decision and
Order and January 31, 1990 Supplemental Order now before this

Court.




In reviewing the Division's Decision and Order and

Supplemental Order, this Court should:

review the agency's decision in the light most favorable
to the agency, since "decisions of agencies are prima

facie correct,"” . . . [Citation omitted} . . ., and
"carry with them the presumption of wvalidity."
[Citations omitted]. Furthermore, not only is it the

province of the agency to resolve conflicting evidence,
but where inconsistent inferences from the same evidence
can be drawn, it 1is for the agency to draw the
inferences.

Bulluck v. Pelham Wood Apartments, 283 Md. 505, 390 A.2d 1119,

1124 (1978) The Division's Order should be upheld if supported
by substantial evidence in the record as a whole, i.e., if a
"reasoning mind reasonably could have reached the factual
conclusion" reached by the Division. Id., 390 A.2d at 1123.

The Division's determination that payment collected by
Appellants was payment for future services rather than an
"initiation fee" and requires bonding under the Health Club law
is supported by substantial evidence. The Appellants' promotion
represented the fee for the two-year membership as "maintenance
dues" and "membership dues." Decision at 6. Prior to the
promotion, the Appellants only collected payment for services and
no initiation fee but now considered 99.87% of the total payment
collected an "initiation fee." Decision at 3, 5 and 7. The only
time that Appellants made any effort to collect the "monthly
dues" was if the consumer paid the full $138.00 upon joining.
Decision at 3, 8. The membership sold by Appellants did not

provide the member with any renewal rights upon expiration of the




initial two years, so a member could be required to pay a second
"initiation fee" to continue as a member. Decision at 3, 7.

Substantial evidence also supports the Division's
determination that Appellants' membership agreements did not
contain the disclosures required by § 14-12B-06 of the Health
Club law. Appellants provided a copy of the form membership
agreement used and acknowledged that the form agreement is the
one reqularly used at Greenspring Fitness Center. Decision at
4. That form membership agreement does not contain the heading
"Notice of Consumer Rights" as required § 14-12B-06(b)(3); does
not disclose the seller's health club registration number with
the Consumer Protection Division as required by § 14-12B-
06(b)(3)(1); and does not disclose whether the seller is bonded
and the amount of the bond or, if not bonded, an explanation of
the basis for the seller's exemption from the bonding requirement
as required by § 14-12B-06(b)(3)(ii).

Additionally, it is the function of the Division to decide
the appropriate remedy where it has determined that violations

have occurred. Consumer Protection Division wv. Consumer

Publishing Co., 304 Md. 731, 501 A.2d 48, 56-57 (1985). Here,

the Division determined that appropriate remedies for selling
memberships in violation of the bonding requirement of the Health
Club law are to (1) require Appellants to post the required bond
and (2) refund to consumers payment representing that portion of
the membership that should have been covered by a bond but were
not. Appellants should not be allowed to retain those moneys

collected 1in violation of the Health Club 1law and Consumer
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Protection Act. Golt v. Phillips, 308 Md. 1, 12, 517 A.2d 328,

334. This principle clearly applies to advance payment of more
than three months collected without posting the bond required by
§ 14-12B-02(e) of the Health Club law.

The Golt v. Phillips principle also applies to memberships

sold to consumers without providing those consumers with the
disclosures required by § 14-12B-06 of the Health Club law. The
General Assembly determined that disclosing to the consumer
whether a health club is registered with the Division and whether
the health club is bonded is information material to a consumer's
. decision whether to join a health club. Further, the legislature
determined that, rather than being buried in the fine print of
the contract, these disclosures should be listed under a separate
heading labelled "Notice of Consumer Rights." If a consumer was
aware that the health club was not registered with the Division
as required by the Health Club law, they might not join that
club. TIf a consumer were aware that the club was not bonded, a
consumer might think twice before making payment in full for a
. two-year membership to that club.

Since the required disclosures were not made to the members
of Greenspring Fitness Center, the Division ordered Appellants to
notify each of its members who did not receive the disclosures
that the member may rescind his or her agreement and receive a
full refund of all moneys paid, even if the services have been
used. Even though the refunds may result in unjust enrichment to
members who have received services from the facility, under Golt

v. Phillips, allowing recovery to Appellants in gquantum meruit




would defeat the General Assembly's intent in mandating that the

material information be disclosed.

B. This Court should order Appellants to comply with the
Division's Order

Summary Jjudgment should be granted where, as here, the
"pleadings, depositions, admissions and affidavits (if any) show
that there is no dispute as to any material fact and that the
movant is entitled to judgment as a matter of law[.]" Lynx, Inc.

v. Ordnance Products, Inc., 273 Md. 1, 7, 327 A.2d 502 (1974).

The undisputed facts show that the Division issued a valid
Order pursuant to Md. Com. Law Code Ann., § 13-403 and that the
Appellants have failed to comply with that Order. Section 13-
403(c)(2) provides that the Division may institute a civil action
to obtain compliance with its Order, which it has done by filing
its counterclaim in this action. This Court should grant summary
judgment in favor of the Division on its counterclaim and order
the Appellants to comply with the Division's Order and
Supplemental Order. This Court should also dismiss the
Appellants' appeal or, in the alternative, find against
Appellants and in favor of the Division on each ground raised.

Additionally, each day that Appellants have failed to comply
with the Division's Order should be considered a separate
violation of the Consumer Protection Act and civil penalties
should be assessed against each Appellant for each violation.
Md. Com. Law Code Ann., § 13-410. This Court should also assess

costs against the Appellants, including reasonable attorneys'
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fees incurred by the Division in bringing this action to enforce

the Division's Order. Md. Com. Law Code Ann., § 13-409.
IV. Conclusion

For the reasons set forth, the Consumer Protection Division

asks that this Court issue summary judgment in its favor.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
’ Attorney General of Maryland

e 2 S 2y

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor

200 St. Paul Place
Baltimore, Maryland 21202
Telephone: (301) 576-6350




STATE OF MARYLAND * IN THE
OFFICE OF THE ATTORNEY GENERAL
CONSUMER PROTECTION DIVISION * CONSUMER PROTECTION
7 North Calvert Street
Third Floor * DIVISION
Baltimore, Maryland 21202
* OFFICE OF THE
Proponent
* ATTORNEY GENERAL
V.
» OF MARYLAND
DUMBELLS ASSOCIATES, INC.
T/A GREENSPRING FITNESS CENTER * Case No.: 47;?' gl o
Falls and Valley Roads
Lutherville, Maryland 21093 *
SERVE ON: JORDAN BINETTI
Resident Agent *
JORDAN BINETTI *
8327 Analee Avenue
Baltimore, Maryland 21237 *
and .
SCOTT SCALA *
144 E. Orange Court
Baltimore, Maryland 21234 *
Respondents . *
] . * * *

CEASE AND DESIST ORDER

WHEREAS, the Consumer Protection Division ("Division™) is
responsible for administering the provisions of the Maryland
Health Club Services law, Md. Com. Law Code Ann., §§ 14-12B-01
through 14-12B-08 ("Health Club law");

WHEREAS, § 14-12B-02(e) of the Health Club law requires
persons who sell health eclub services agreements to register with
the Division and post a bond, letter of credit or cash in an
amount not less than the the aggregate value of outstanding

liabilities to members, not to exceed $200,000 per facility;

EXHIBIT # =2
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WHEREAS, S 14-12B-02(e) requires that the amount of the
bond, letter of credit or cash be based upon a report prepared by
an independent certified public accountant documenting the
seller's outstanding liabilities to members;

WHEREAS, Respondents have registered with the Division as a
seller of health club services (a copy of Respondents'
registration form is appended hereto as Exhibit 1);

WHEREAS, Respondents' registration application discloses
that Greenspring Fitness Center is owned and operated by
Dumbbells, Ine., and that Scott Scala and Jordan Binetti are the
sole officers of Dumbbells;

WHEREAS, Respondents have posted a letter of credit with the
Division in the amount of $10,000 but have failed to file a
report prepared by an independent certified public accountant
documenting that the amount of the letter of credit is not less
than Respondents' total liabilities to consumers in accordance
with Md. Com. Law Code Ann., § 14-12B-02(e) (see Affidavit of
Kathleen Cranford, appended hereto as Exhibit 2);

WHEREAS, Respondents filed a registration renewal form with
the Consumer Protection Division on October 19, 1988 in which
Respondents represented that they were exempt from the bonding
requirement of Md. Com. Law Code Ann., § 14-12B-02(e) since
Respondents do not collect more than three months' payment in

advance from consumers;




WHEREAS, Respondents offered memberships to consumers in
which Respondents collected payment of $138.00 in advance from
consumers for health club services to be provided over a period
of two years (see Affidavit of Kathleen Cranford);

WHEREAS, the membership agreements used by Respondents for
the promotional memberships fail to include the disclosures
required by Md. Com. Law Code Ann., § 14-12B-06;

WHEREAS, the Division has determined that Respondents are
selling health club services agreements in violation of § 14-12B-
02(e) of the Health Club law, pursuant to § 14-12B-08(a) of the
Health Club law, IT IS HEREBY ORDERED:

(1) Respondents shall immediately cease and desist from
selling any health «club services agreements until
further order of the Consumer Protection Division, or
until such time as Respondent delivers to the Division

the security required by the Health Club law.

(2) Respondents shall, within seven days of the date of

this Order, provide the Division with a report prepared
by an independent certified publie accountant
documenting Respondents' outstanding liabilities to
consumers in accordance with Md. Com. Law Code Ann., §
14-12B-02(e) and increase the amount of the bond, letter
of credit or cash posted with the Division to an amount
not less than Respondents' total outstanding

liabilities. For purposes of the report, the payment of




$138.00 collected pursuant to the promotional membership
shall be deemed payment for services to be rendered over
a period of two years from the date of the contract.

(3) In the alternative, if Respondents do not post an
increased bond, letter of credit or cash, Respondents
shall within seven days of the date of this Order,
restore to all consumers all payments held that exceed
payment for three months' services until Respondents'
liabilities have been reduced to $10,000 or less. The
payment of $138.00 collected pursuant to the promotional
membership shall be deemed payment for services to be
rendered over a period of two years from the date of the
contract. Respondents shall provide the Division with a
report prepared by an independent certified publie
accountant documenting all such payments in excess of
three months and evidence that all payments in excess of'
three months' payment in advance have been refunded to
consumers.

(4) Respondents shall, within seven days of the date of
this Order, provide the Division with copies of all
membership agreements sold pursuant to the promotion and
documentation of all payments received from consumers
pursuant to the promotion. |

(5) Respondents shall, within 14 days of the date of
this Order, pay to the Division the costs of this

proceeding of $500.
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NOTICE OF RIGHT TO A HEARING

Under the provisions of Md. Com. Law Code Ann., § 14-12B-
08(a), the Respondent has a right to request a hearing. A
request for hearing must be direeted in writing to William
Leibovieci, Chief, Consumer Protection Division, 7 North Calvert
Street, Third Floor, Baltimore, Maryland 21202 and must be
received no later than 30 days from the date of issuance of this
Order. If no hearing is requested, this Order will become final
upon expiration of the 30 day period. If a hearing is requested,
the hearing will be scheduled to be conducted no later than seven
(7) days after receipt of the hearing request by the Consumer
Protection Division.

NOTE: THIS CEASE AND DESIST ORDER IS EFFECTIVE
IMMEDIATELY. FILING OF A REQUEST FOR A HEARING DOES NOT NEGATE

THIS ORDER.

SO ORDERED,

N , o \ ~ .b'.
Dated: +\ut§«5\ 2QA/\’tSW L“jkgj{f (_Sifkﬁf\_,

William Leiboviei
Assistant Attorney General
and Chief







Form HS-R2 (revised 6/86)

CHECK ONE
Consumer Protection Division

Office of the Attorney General
Munsey Building - Third Floor
7 North Calvert Street
Baltimore, Maryland 21202
(301) 576-6550

New Registration

Renewal Registration

HEALTH CLUB REGISTRATION FORM

1. List the name, address and telephone number of the

corporation or unincorporated business selling Health Club
Services:

Dumbbells Associates, Inc.
Falls Road and Valley Road

Lutherville, Maryland 21093
(301) 828-5328

. Dumbbell Associates, Inc. operates Greenspring Fitness
Center under an agreement with Lawrence Blumberg International,

Inc.. a Marvland corporation, Falls Road and Valley KRoad,
Lutherville, Marvland 21093.

List the name(s), address(es), and telephone number(s) of
each and every facility, owned and/or operated by the

entity listed in paragraph 1, at which Health Club
services are, or will be

provided:

Greenspring Fitness Center
Falls Road and Valley Road
Lutherville, Maryland 21093

. (301) 828-5328

attach additional sheets if needed
Note: If any of the facilities listed above is a separate
~“business entity (e.g. a corporation, partnership or
sole proprietorship distinct from the entity listed in
paragraph 1) each such facility is required to file a
separate registration form and must independently
satisfy the Financial Accountability requirement.

;




In the case of each business entity listed in paragraph 1,
specify:

a) Whether the entity listed is a corporation,
partnership, sole proprietorship or other business
entity:

Corporation

b) The state in which the corporation, partnership, sole
proprietorship or other business entity was formed,
and the date of formation:

Maryland, March Z0, 198/

c¢) The date on which the corporation, partnership, sole
proprietorship or other business entity commenced
transacting business in Maryland:

March 20, 1987

d) 1In the case of a corporation incorporated in a State
other than Maryland, the date on which the corporation
first registered or qualified to do business in
Maryland as required by Maryland Corporations and
Associations Code, §7-101 et seq.

" N/A

e) The business entity's IRS employer identification
number : 52-1503502

In the case of a corporation, listed in paragraph 1,
above, specify:

a) the name(s), address(es) and telephone number(s) of
the resident agents of the corporation

Jordan Binetti

832/ Analee Avenue

Baltimore, Maryland 21237

(301) 866-3365




attach additional sheets 1f needed

b) the name(s), residential address(es) and telephone
number(s) of each and every member of the Board of
Directors of the corporation )

Dumhhells Associates, Inc. is a Maryland close corporation
and does not have a Board of Directors

attach additional sheets if needed

c) the name(s), address(es) and telephone number(s) of
each and every officer of the corporation

Scott Scala President/secretary
144 E. Orange Ct.
Baltimore, Maryland Z1Z34

256-7063
Jordon Binetti Vice President, lredsurer
8327 Analee
Baltimore, Maryland ZIZ37
. 866-3365

attach additional sheets if needed

d) the name(s), address(es) and telephone number(s) of
each and every shareholder of the corporation holding
greater than 10% of the outstanding share of any class
of stock of the corporation.
Scott Scala
Jordon Binetti




5. In the case of a business entity, other than a corporation
listed in paragraph 1, above, specify the name(s),
address{es) and telephone number(s) of each person, or
other entity, having an ownership interest in the listed
business: N/A

attach additional sheets 1f needed

6. For each of the facilities listed in paragraph 2, specify
the date any business concerning the facility was first
conducted in Maryland:

Facility was operated by Metro Nautilaus.
. Lawrence Blumberg International, Inc. operated and

still owns facility.

attach additional sheets if needed

7. Specify whether the business entity listed in paragraph 1
has, or ever had, an ownership interest in any business
entity or facility which sells, or ever sold, health club
services in the State of Maryland other than those
entities or facilities listed in paragraph 2. If so, list
the name, address and telephone number for each such
facility (including the last known business address of
business entities or facilities that are no longer in




o i
t
. !
~ .
N .

existence). Also, specify whether such business entity or

facility is currently transacting business in the State of.

Maryland or, if not, the date the business entity or

facility ceased operations.
NO

Specify whether any of the business entities or
individuals listed in paragraph 5 has, or ever had, an
ownership interest in any business entity or facility
which sells, or ever sold, health club services in the
State of Maryland other than those entities or facilities
listed in paragraph 2. If so, list the name, address and
telephone number for each such facility (including the
last known business address of business entities or
facilities that are no longer in existence). Also,
specify wnether such business entity or facility is
currently transacting business in the State of Maryland
or, if not, the date the business entity or facility
ceased operations.

N/A

Specify whether any of the persons listed in paragraphs
4(b) or 4(c), above, has, or ever had, an ownership
interest in any business entity or facility which sells,
or ever sold, health club services in the State of
Maryland other than those entities or facilities listed in
paragraph 2. If so, list the name, address and telephone
number for each such facility (including the last known
business address of business entities or facilities that
are no longer in existence). Also, specify whether such
business ‘entity or facility is currently transacting
business in the State of Maryland or, if not, the date the
businejs entity or facility ceased operations.

N/A




10. Attach copies of any form Health Club Services Agreement,
subscription agreement or contract used by each of the
facilities listed in paragraph 2 in the reqular course of
transacting business with consumers in the State of
Maryland. Please refer to the instructions to assure that
the contract contains all required disclosures.

11. Enclose a check made payable to the State of Maryland, in
the amount of $250.00.

CERTIFICATION
1, Scott A. Scala ,
Name
President/Secretary , hereby certify
Title

under pain and penalty of perjury, that the information
contained in this Health Club Registration Form is true and
correct. I further certify that I an authorized to submit this

. Registration Form on behalf of Dumbbell Associates, Inc.

I also understand that I am under a continuing obligation to
notify the Consumer Protection Division of any cha Eﬂin the

information provided in this form. } V

AT
Dated: N/ T .fiiifﬁ,// ;h;éé,,,

Stgnature Scot&’A. Scala

Witness my hand and Notarial seal this /’S%iz'day
of 1987 .

v s b

Notary -

® S /10

To be completed by Consumer Protection Division:

Dated Received: Ma., 2/ /Z2F72

Reviewed By : JA&ve¢ Ssre . A - ic~s5c

Financial Accountability
Compliance checked:

Approved: :

Registration Number:

4428G
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! ISSUER'S COPY

«YLAND QTIONAL BANK
Int H
nternational Qpeialign Cable Address: "BALTOBANK" *
L1802 Telex Number: 87 - 705
©.J. Box 987 o . SWIFT TID:
Baltimore, Maryland 21203 : Date =% 13, 1988 yngausa
of Issuing Bank CREDIT No. of Advising Bank
IRREVOCABLE DOCUMENTARY CREDIT R .
wng FEulazow |
Advising Bank Applicant

J & O aseiciates, Inc.
327 analee svaawe
talviues., arylad 21237

eneficiar Amount
Stata of .a:yl.anP Y W "

Qfficu of httornay Ceneral Aan Do end 33/100 bollars
Omnxo:e:‘r );rtouaim oivision {31, 530.30)

fansey bldg., 3nd Ploor Expir
“arth Calvert Strect Date  Jua: 13, 1953 ot (he counters of

21292 R Faryland acional Bank For Negotiation
Intarnaticnal Opurations
Zear Sir(s) 225 b, \;A..V\.xt Street, 19th Mloox
Ve hereby 1ssue in your favor this documentary credit % I]tLILL\., rar ]: 3 21292

ANich 1S avaiiable by negotiation of your draft at  eiyld

¥¢  crawnon  Maryland National bank, baltimorg, Marylaid

t3

£ R

£ : vearing the clause: “Drawn under documentary credit No MNB Qrilolde of Maryland Nationai Bank™
3 accompanied by the tollowing documents nmmmwm

1. benoficiary's stacement, purrortedly siaemad Ly an autharized official ad
certitying either of the tollowing:

-*1., ha aaowunt of the drawirg repgusents the clais ar claurs {ilsd with
the beneficiary against tho Applicent by any consusar Wo suffers ar
sustaing any louws or dalires Ly reason of Lraach of contract, closing,
o beaxkmuptey of the MApdicant, ®

“24 'ﬁnmnﬁiciaryhnsram@mdoedmtmucwrof&eduis
dua o expire ad will not be renowad, and the Applicant has not
rnulacsddnldtber with otlar sccurity accoptacls to the

2. Oriyinal of this Lotter of c;uii:@
ial Condisiors:
la Latter of Credit is docald autauatically extonded without aocrdeent for ane year

the ;rezent of any funre expiratior unless at least 45 days prior to
wiration date the Consusma Protuction ion, Office of the Attorney General, ;
:»| motice that Maryland National bavh wmsmdunm&nd&editxm
12| Notioe shall be by registerud lattutaklm‘w:ommm?mmmvmim, office
£1| of the Attormey General, Mumsey puilding, 3rd Floor, 7 N. Calvert Street, Baltimore,
11| marylamd 21202.
$3| his Letter of Coxdit sets forth in full tho of our undurtaking to you. Such

undertaking shall not in ey way be modifisd, ssescal of anlifiod by reference to any

doaxmnt or instrument refexred or related to herein and any such reference shall not

| be dGeemed to inoomporate lerein by references dny sud. waoumant of ingtrunant.

The original of this Luttor of Credit must Le precantud to us with any drawings

leramnder for our eodwssaadt of any paymarts effucted Ly us.

1f cancellution of this latter of Orudit {8 roquiral loefore tlo expiry date stated

harein, the uriginal of this icoteer of Credit amt pe ruowmed to us with the
Bereficiary's lettor requesting caccullation.

dAbdad

e nereby engage wiin AADOOCKICIQORIIDOBEK (nhal oralts drawn
ang negotiated in conformity with the terms of [ms cr eﬂ will be duly
! V\Vnc\uled 0’\ veSbnllhor\ e RO

Q

" Advising Bank's Notitication

' The amount ol each dratl must De endorsed On the reverse of 1Nis credn by
the negotiating bank

The advising bank 1s requested to nolity the benehiciary WITHOUT agding
their canfirmation

SR |

Yours taantully

MARYUAND NATIONAL BANK
NON - NEGOTIABLE

Authorized Signature

—,
Date. name and signature of the advising bank




—
MARYULAND NATIONAL BANK

International Operations
P.O. Box 987
Baltimore, Maryland 21203

.4

All other
urichanded,

Lerms

zng conditions of the

oridginasl

t

credl

Cable Address: “BALTOBANK"

.Telex Number: 87 - 705

S.W.LF.T. TID: MNBBUS33

MENDIMENMT DATE S Jure 132, 1929
MATL

STATE OF MARYLAND AlL drafte drasan wast te meekod4l
QFFICE OF ATTORMEY GENERAL QC-00418228

CONSUMER PROTECTION TIVISTON Orerner Refererice Nol

MUNSEY EBLIC 3RD FLCOOR 7 N CALVERT L137€2
EALTIMOREy MO 21202
Ilear Sirs?

We 2re instructed hw |
J &NT 5 AGSOCIATES
G327 ANALEE AVE
. BALTIHORE, MD 21237

to amend our redit QJ412238 a3z idesuad  in gour favor.
Thiz amondment 15 20 intedr2l r3rt of the original credit.

Amendead terms

CExrirvration dater Jurme 13s 1790

instrument remain

ORIGINAL
\ e T

HIS NOTICE RERCTA™D OURF MCTIORE OF Nq‘~FFNFHﬁ' UATE SERIL 13y 1739,
HE DRIGINAL TERMS O.' THYS CEOTIT KEFAIN TN EFFENT,
This letter is to =ztcom=2-. 3'] droftia) anid aociaments. When sresernting
wour areft(s) =znqd ﬂr“taunt' cr e somdniceEtireg Wit us sizzesa maks:
. refzrence Lo our reference "ambielr €May5 1 ZN0Le.
- o







Form HS-RS
Consumer Protection Division Registration year
Office of the Attorney General September 1, 19&<

Munsey Building - Third Floor
7 North Calvert Street
Baltimore, MD 21202-1961

HEALTH CLUB REGISTRATION RENEWAL FORM

1. Registration information

a. Name and address of business offering health elub (301)828-5328

services Dumbbells Associates, Inc., TFalls Zoad & Valley load
Lutherville, Marvyland 21093, Dumbbell Associates, Inc. operates
Creenspring Titness Center under an agreement with Lawrence
Blumberg International, Inc., a Marvyland corooration, raills Road
& Valley Load, Lutherville, ifaryland 21093

b. Registration number

C. Name(s) and address(es) of facilities at whiech services
offered

Greepspring Titness Center

Zalls Road & Yalley DPoad

Lutkeyville, larylang 21003

(301)828-5323 :

d. List any changes as to owners, officers, directors, or
resident agents of the business since the most recent
registration. o Crawi>

2. Financial Accountability Requirement

a, Exempt facilities. Do you <continue to claim an
exemption from the financial accountability requirement of
the Maryland Health Club Services law because no more than
three mogths advance payment is collected from any consumer?
Yes £ No

If you do not claim to be exempt, see instructions below for
bonded facilities.

b. Bonded facilities. A report prepared by an independent
Certified Public Account describing the current outstanding
liabilities to members must be filed with this renewal form.




Also, the amount of the bond or letter of credit on file
with the Consumer Protection Division must be adjusted so that it
is sufficient to cover the liabilities described in the
accountant's report. '

Amount of bond, letter of credit or cash posted with the
Consumer Protection Division__ T~ -cc

Date amount of bond, letter of credit or cash last
adjusted :

3. Membership Information

a. Total number of members 7.8

b. Type of memberships sold. Please provide information as
to each type of membership plan sold to consumers:

Membership Plan Cost No. of
(Please check each Members
type sold) - Per plan
(1) Payment Collected
Per Session
(2) Payment Collected
Monthly: . :
Open ended 25" 22
+ Three month gy v
/ _ One year 194 23 Z
Two year
Three year
Other term (please describe) .
{, v\'\p--TH‘: (e T QD A L e AT e a % 14 9:’1—1’\ AV LTS
#4145 - 15T Divppeeend 3o 3 we WSS 227 3 g H5)
(3) Paid in Advance: N
v Three month #rq /é 3
___ One year
Two year

Three year
Other term (please describe)

0“' 2 E e b o oh o — _
;’f‘ =i —’.'J_} f["“;j/?\t{;f /Z/ ? 255

4. Renewal Fee A renewal registration check made payable to the
State of Maryland in the amount of $250.00 is enclosed with this
form.

.




CERTIFICATION ' e

I, Scott A. Scala, Pxresident
Name

, hereby certify

Title
under pain and penalty of perjury, that the information contained
in this Health Club Registration Renewal Form is true and
correct. I further certify that I am authorized to submit this
Registration Renewal Form on behalf of .
I also understand that I am under a continuing obligation to
notify the Consumer Protection Division of any change in the

information provided in this form (::r
Dated: \Cf . c{&d \\){A;txf /i\ Kl;i

~—Signature
Witness my hand and Notarial seal this /@?—"’ dayﬁﬁi&?é

of 7y , 1987
Yo 12 AT

Notary

o
To be completed by Consumer Protection Division: /
Dated Received: Oct. /4?, /19 KK E
Reviewed By : ;’j\f;ﬁf/k'(’_i{ N \ﬂ/ e 7L7/(:7Ca
Financial Accountability /

Compliance checked:
Approved:
Registration Number:
|
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- Greenspring Fitness Center

Celebrates 5 Year Anniversary
A limijted pamberof Lot
motional memberships awarded: =

._'7

Greenspring Fitness Center
At the Greenspring Racquet Club

’ GREAT NEWS!

{
|

You've been selected by Universal Promations in conjunction with the Greenspring Fitness Center as one of
the recipients of a 2 Year Health Club Membership to Baitimore's premier Fitness Center. That's correct, as
seen in the Ba'timore Sun. Greenspring Fitness Cenler is celebraling s S-year anniversary by awarding

these promotional memberships.

By GERALD MORREALE

The Greenspring Fitness
Center in the Greenspring
Station is celebrating its 5
year anniversary this month.

More fiming, shaping, |
and toning will take place as |
local residents of all ages
help celebrate. “We have be-
come a part of many peoples
lives,” said owner Jordy
Binetti. “We want all our

friends to join in the !
excitement.” '
Greenspring Fitness Center

provides supervised Nautilus
training, computerized car-

Your membership gives you unlimited use of the following:

 Nautilus—2 complete lines of circuit training

« Olympic Free Weights

+ Lifecycles — computerized aerobic training
+ Indivicyaiized slate-of-the-art instruction
Whiripool

+ Sauna—separa'e for men and women

+ Steam Room

membership is valued at over $600.°° and is bein

(869 per yeanon a two year basis.

A N,

Bring this notice ‘o the Greenspring Fitness Center within 24 hours. Pisass caim on:y.betlween
10 a.m. and 9 p.m. Monday thru Friday, 10 am.-4 p.m. Saturday. in the event this notice is not

cieimed another name wil! ba selected.

* Individual Locker, Shower and Vanity areas
« Membership honored at over 2,500 clubs

nationwide
+ Pro-shop
+ Snack bar and lounge
» Open 7 days a week
» Much, much more

!

i
‘ - TO CLAIM YOUR MEMBERSHIP ~
i
!

<o

207

This offer may also te used by a friend or relative.
Simply give them this leiter or bring them with you

when you visit the club. Current members not eligible.

Falls & Valley Roads (At the Greenspring Racquet Club)

Lutherville, MD 21083 + (301) 828-5328

o you, subject (0 maintenance dues ¢!

e e e e

¥ - l

diovascular conditioning and
relaxing saupa and steam
areas to the porthern Balti-
more County area. State of
the art with that personal
touch is the specialty at this
service oriented club.

As part of the gala event, a
iimited number of promo-
tional memberships ‘will be
awarded. These mamberships
will be selected at random,
and presented to a few lucky
individuals. - _

Way 20th will be the kick-
of date of this menth long
event. o :

——— .

{

Sreenspung

———

Valiey RD
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O Empioyee
OAav

C Membex
Source New Membership No

MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT s :r\(\)ée Letweer
Sﬁ\? 5“\' 2w P ("Member”) and GREENSPRING FITNESS CENTER
("FITNESS CENTER ') locatea af Falls & Vat &, kcads

MEMBERSHIP DUES are 5 [ 3T % tor s AL NJea”

membership. which shall be tor a term ot [ 3] 7(0 Tl fe // d t): e, o M e, A5
commencing SL)"‘Q /\ 16 _81_ and ending on fu rne’/ 10 _ﬂ
PAYMENT OF MEMBERSHIP DUES. Member ogrees o poy mempership aues upon execution of this ogreement gs follows:
CASH N N% CHARGE (TYPE ) CHECK

—
MEMBERSHIP PRIVILEGES. Membership ir good stanaing shail entitie Member 1o INstruction In and use of the complete
ine of Nautilus axercise equipment. together with the avaicbie lockers. sShowers, Saunas and whirlpool, subject to the
rules and reguictions ot Fitness Center This membership s personal to Member and may no: be assigred. transterred or

‘\Ceued excep! as otherwise provided herein of by applicable law Failure o pay ony membernhic dues as agreed

il result in the immedaiate suspension of membership privileges

MEMBERSHIP RULES. Member ogrees to abide by Qll club ruies and workout reguiations of the Fitness Center in etfect
from time to time All fraining equioment will be used only in the method and manner directed by Fitness Center
personnel Workout methoas may change from time to time as Nautilus reseorch incicates

HOURS. Fitrness Center will D& cpen for workouts Zunng hours that are deemed reasonasie by Fitress Center These
nours mMay chonge within reason at the aiscretion of Fitness Center At its sole discretion Fitness Cerrer may be closed
on any recognized state. tedera! of religious holiday ond for reasonabie vacation pences. prov-3a< that the term of
this agreement shaii include an extension ¢f the term of this agreement tor any time in excess of twe consecutive Aays
that the Fitness Center s closed

RELEASE. Mempber agrees that all exercises sholl be undertaken at Membper's 5018 risk or.g Fitnass Canter. its othcers
ogents or empioyees shall Not be hable for. and are hereby released from any ClaiM demanas. Oc* NS Of Courses of
oction whatsoever for injuries or damages 1o Member's person Ofr property ansing out of 1 1IN connecton with the use
by Member of the services and tacdities of Fitnass Center o the premises where the sa™me ore 'ocated

NTIRE AGREEMENT. This written agreement reprasents the entire membershio agreement either dire<t cr impihied and
&re Ore NO Other biNAding agreements aither wrnirten or oral

CANCELLATION. MEMBER MAY CANCEL THIS AGREEMENT AT ANY TIME WITHIN THREE ( 3) BUSINESS CAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF TH'S AGREEMENT BY NOTITVING FITNESS CENTER IN WRITING ANY SUCH WR TN NOTIFICATION
SHALL BE DELIVERED 'N PERSON OR B CERTHED OR REGISTERED MAIL AND IF MAILED SHAL. 32 2OSTMARKED RY
MIDNIGHT OF THE THRD BUSINESS DAY AFTER RECEST OF AN EXECLTED COPY OF ™HIS AGREENVENT £ **IMBER CANCELS
THIS AGREEMENT WITHIN THREE (3) BUSINESS TAYS FITNESS TENTER SHALLREFUND 1C * 'WBE'? At AYMENTS MADE
HEREUNDER

NO OTHER FORM OF CANCELLATON OF THIS AGREEMENT BY MEMBER 1S POSSIBLE AND THE MEMBER 'S 2OUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOOSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILITY
IS CONFIRMED IN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) and(B)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS 1D., 514-12B-04( A).

MEMBERSHIF InFORMATION

X Address _\J. 24;/ s ¥4 ﬁ% Cty Zagprv-ea 0 97/093__
Maried _____ Singie ~—__ Spouse's Nome _ Age
Home Phone _J ¢/-C249 Business Phone S 78 -72//
Empioyer 7}/ z /41»&// C/f-’;{f’ yge of Business Lt = '7/ 7, .
Present Posihion y “b ,J/mc 28
Signature of Purchaser Tk . /y
Signature of Parent or Guardian / ’ ) >«gnolu:e/or A (u}
(fur3er 18 Janrs of oge Graanspnng FMess o yo

—




O employee

Adv .
gMemoet gc[t waet2
Source New Membership No

MEMBERSHIP AGREEMENT [O : %%

THIS MEMBERSHIP AGREEMENT is i1 0de Let weer
("Mempber’) ond GREENSPRING FITNESS CENTER
("FITNESS CENTER ') locatea ot Fails & Vaie, RSCas

~ - N
MEMBERSHIP DUES axe § _{ D7 ™ fox ths ANZAT

1%7 Tl Toatke /d Ho€r 24 mnhs
membership. which shall be for /7 7‘7‘!0? ey /] [)g M sn (1 Y o ATAS
commencing é‘ - ond enaing on ﬁ[é R
PAYMENT OF MEMBERSHIP DUES Mem Pgrees 10 pcy mempership dues upon execution of this ogreerment as follows:
casH 4 dcan 48 "("’ Hinse (TYPE ) CHECK

MEMBERSHIP PRIMLEGES. Membersnip ir good stand:ng shall entitie Member to instruction in and use of the complete

lin@ of Nautilus axercise equipment. together with the available lockers. showers, saunas ond whirlpool, subject to the

rules and reguiations of fFitness Center This membership s personal to Member and may NO! be assigned. t:onsfermned or

’ﬁceued except as otherwise provided herein of by applicabie law Failure to pay ony Mmembership aues as agreed
QOll result in the Mmmediate suspension of membership privileges

MEMBERSHIP RULES. Member agrees to abide by all c'ub fules and workou! reguiations of the Fitness Center in effect
from time to tirme All fraiming eqguipment will be used oniy IN 'he method and manner directed by Fi'ness Center
personnel Workout methods may change from time to time as Nautilus research indicates

HOURS. Fitness Center will be open for workouts Zunng hours that are deemed reasonadie by Fitness Tenter These
nours may change within reason at the aiscretion of Fiiness Center At its sole discretion. Fitness Center may be closed
on ony recognized state. federal or religious holiday ona for reasonable vacation penocs provided that tnhe term of
this ogreement shail inclugde an extension cf the term of this ogreement for any hime N excess of twe consecutive days
that the Fitness Center 15 closed .

RELEASE. Member agrees that all exercises shalt be undertaken at Member's scle risk and Fitness Center. s officers.
ogents or employees shall Not be llable for. and are nereby released from any claim. demands. actions or courses of
oction whatsoever for injunes or damages to Membber's person of property onsing out of ¢r in connechor with the use
by Member of the servicas and faciitias of Fitnass Center or the premises where the sa™e are 1ocated

NTIRE AGREEMENT. Trus written agreement reprasents the entire membership agreement ether drec! & mpued ond
here are no Other biIndiNg agreements aither wrtten or oral

CANCELLATION. MEMBER MAY CANCEL THIS AGREEMENT AT ANY TIME WITHIN THREE (3) BUSINESS CAYS AFTZ R RECEIPTOF
ANY EXECUTED COPY OF TH'S AGREEMENT BY NOTHVING FITNESS CENTER IN WRITING ANY SUCH WRITTEN NOTIFICATION
SHALL BE DELIVEREC 1N PERSON OR B CERTFES OF REGISTERED MAIL AND IF MAILED SHAL. BE PC3 ™ ARKED BY
MICNIGHT OF THE THIRD BUSINESS DAY AFTER RECE ST CF ANEXECLTEC COPY OF ™IS AGREEMENT IF MEMSBZR CANCELS
THIS AGREEMENT WITHIN THREE (3) BUSINESS ZAYS #.7NESS CENTER SHALL REFUND TO MEMBER ANY PAV* AENTS MADE
REREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBER 1S POSSIBLE AND THE MEMBER 1S BOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOQSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILTTY
IS CONFIRMED IN WRITING BY A PHYSICIAN, THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) and(B)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND EXCEPT IF THE CLOSING 1S NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS 1D, $14-128-04(A).

MEMBERSHIP !INFORMATION

Acdress W City 20
J Age

Mamed ____ Single _____ Spouse’s Nome
/‘}U\ Q C7cé¢u»a,¢:tz<

Home Phone Bus:ness P
/
Employer ype ot Business / \

7\ \ \)
Present Position ‘ Group A o

~ _ ,‘(/ /
Signature of Purchaser w % Xé’ l Dote\

Signature of Parent or Guardion T Sngnonl of Ag C’&
[ iree 18 anre af Aae Greanspnng Fitness ter

ARG -




Source New Membership No

MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT 5 :1age Le v
Kenneth Mopre ("Member”) and GREENSPRING FITNESS CENTER

("FITNESS CENTER ") locatea at - 3iis & vaie, =203
MEMBERSHIP DUES ore S 33. for this o’l \[9«6\. membecsih, o

membership. which shall be for o term ot _L3 Le 7b (.t bion fee )"pe c month L4 e

commencing CP[/Q./ 1657 and ending on é—/laj 19 Y

PAYMENT OF MEMBERSHIP DUES. Member QQrees ‘o pay memoershnp aues upon exec;ynorw ot this ogreement as tollows:
(:Qpan €775

CASH CHARGE TYPt) Dan JCHECK

MEMBERSHIP PRIVILEGES. Mempership i good s*anding shat entitle Memg 101 truchon N onduse ofthe complete
line of Nautilus axercrse equipment. together w *h the available lockers. showers. saunas anad whiflpool. subject tothe
rules and reQuiations ot Fitness Center This mer bership s personal to Member and may NO: be assigned. transterted or

ncelled except as otherwise provided herer of Dy Qpplicable law Failure to pay ony membership dues as agreed
&H resuft in the immediate suspension of membearship privileges

MEMBERSHIP RULES. Member ogrees to atide by all Club nules and workout reguiations of the Fitness Center in affect
from time to time All raining equipment will De used only in the method and manner directed by Fitness Center
personnel Workout methods may change fror time o time as Noutilus research inchicates

HOURS. Fitrness Center will be ocen for workou’s dunng hours that are deemed reasonasie by Fitness Center These
hours may Chonge within reqsc at the aiscretan of Fitness Center At its sole discretion. Fitnass Center may be closed
on any recognized state. tedera or rehgious NG day ond for reasonable vacahon pernocs. Droviaaed that the term of
this agreement shai Include ar extension ¢f the *erm of this ogreement for any hime in excess of "'we consecutive Jays
that the Fitness Center is closec

RELEASE. Member agrees that o exercises shc be undertaken at Memper's scle nsk arg Fitress Center, its officers
agents of empioyees shall not be liable for. anc are hereby released from Ny CIaIM deMAaNas GChiIONs OF Courses of
action whatsoever for injuries ¢t 3amages to Member's person or property arnsing out of ¢rin connection with the use
oy Member of the services and facilities of Fit~ess Center or the premises where *ha sg~e are located

ENTIRE AGREEMENT. Tnis written cgreement represents the entire membership ogreement e-the: drect cnimphed and
e Ore NO other binding agreements enther antten or oral

CANCELLATION. MEMBER MAY CANCEL THIS AGZZEMENT AT ANY TIME WITHIN THRES (3 BUSINESS ZAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF ™S AGREEMENT BY NCTHVING FITNESS CENTER IN WRITING ANY 3UCH WR.TEN NOTIFICATION
SHALL BE DELIVERED IN PERSON OR Bv CERTFEZ OR REGISTERED MAIL AND F NMAJLED SHAL. 35 BCSTMARKED BY
MIDNIGHT OF THE THIRD BUSINESS DAY AFTER REC = PTOF ANEXECUTED COPY OF THIS AGREE'AENT £ A 'EMBER CANCELS
THIS AGREEMENT WITHIN T=REE “2) BUSINESS TA-S FITNESS CENTER SPALL F?ECUND 7O MEMBER 2NY PAYMENTS MADE
HEREUNDER - -

NO OTHER FORM OF CANCELLATION OF THIS AGTstMENT BY MEMBER IS POSSIBLE AND THE MEMBE ? 'S BOUND TO PAY ALL
MONIES AS AGREED EVEN iF THE MEMBER CHOCSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILITY
IS CONFIRMED IN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) and (B8)

IF THE FACILITY IS CLOSED FOR A MONTH OR MGCRE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF EITHER AN
EXTENSION OF THE CONTRACT OR PRORATED REARUND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS 1D, S14-128-04(A). -

MEMBERSHIP INFORMATION
Agaess [ 1433 Eb ELLLL__Z_J__EML ey ponbtdon el
Morried '/ Single ____ Spouse’s Nome Age
Home prone 4%~ 1260 Busmess Prome 333 64T
Employer 1 of AV lard Type of Business é@/’f Hipwr,  Lescurces

Present Position // /W/‘d/f 5/465 /{/g%(oup .
Signature of pUlCh(JSQZ/AgéP% // Z \ Date &-/2-89
/g//\/\_f

Sngno?uve of Paent or Guardion S!Qﬂotéte of Agent for
(it'unger 18 years of age ) Greenspang Fitness Center
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Teq due \
gam . | - <’)” &7"‘%1
Source " NW

MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT is:1:ace Le' v =en
k\\ Sheaw ("Mermber") and GREENSPRING FITNESS CENTER

("FITNESS CENTER) located at Fa.s & vV =. Ccads

MEMBERSHIP DUES are $ [ 38.00 for this v Ve arc Memdershi o

membership which shall be tor a term ¢t / %7 ]E 1N, ‘f]q ﬂcﬂ FZ’Q i ¢DQF /YTQ/DVI/Lﬁ 23 Mo

commencing j,Lu\Je_ 5 1¢i§3_ond ending on \\-/NC 3 1¢'CK\

PAYMENT OF MEMBERSHIP DUES. Member agresas to pcy membpership auas upon execution of this agreement as follows:

CASH CHARGE (TVPE ) ~CHECK D)

O employee

MEMBERSHIP PRIVILEGES. Membershup i gocd standing shail entitie Member 1o nstruchion in and use of the complete

line of Nautilus axercise equipment. together with the available lockers. showers, saunas and whirlpool, subject tothe

les ond reguiations of Fitness Center This membership is personal to Member and may no! be assigned. transferred or

chﬂed excep! as otherwise provided heren o by applicable law Failure to pay ony membership dues as agreed
all result in the immediate suspension of membership privileges

MEMBERSHIP RULES. Member ogrees to amnde by all Club rules and workou! reguiations of the Fitnagss Center in effect
from time to time Al fraining equipment wii be used only in the Mmethod and manner directed by Fitness Center
personnel Workout methods may change from time to tme as Nautilus reseorch ngicates

HOURS. Fitness Center will De open for workouts dunng hours 1hat are deemed reasonadle by Fitness Center These
hours may change within reason at the aiscrenon of Fitness Center At its sole discretion Fitness Center may be closed
on any recogrized state. federal of rehgious "oliday and for reasonable vacaticn penocs. provided that the term of
this ogreement shall Include an extension of *ne term of this ogreement for any ime in excess of fwe consecutive doys
that the Fitness Center is closed

RELEASE. Member agrees that Q! exercises s~all be undertaken at Member's scle risk ona Fitness Center. its officers
agents of empioyees shail Not be iable for. cnd are hereby reieased fom any c:aim demanas. actions or courses of
action whatsoever for injunes of domag@es 1¢ Membber's person of propefy ansing out of ¢ in connacton with the use
by Membex of the services and facilihes of F *ness Center o the premises where the same are 'ocared

.N!IRE AGREEMENT. Thus written agreement repraesents the entire membershio agreement ether drect ¢ Imphed and
here ore no orther bmdnng ogreemenrs eitrer wntten or oral

CANCELLATION. MEMBER MAY CANCEL THIS ASREEMENT AT ANY TIME WITHIN THREE (3) BUSINESS CAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF TH'S AGREEMENT BY NOTIFYING FITNESS CENTER IN WRTING ANY SUCH WRTTEN NOTIFICATION
SHALL BE DELMVEREC IN PERSON OR 87 CER™FIED OR REGISTERED MAIL AND F MAILED SHAL. BE PCSTMARKED BY
MIDNIGHT OF THE THIRD BUSINESS ZAY AFTER “ZCEIPT OF ANEXECUTEDC COPY OF T=IS AGREEMENT 'F MEMBER CANCELS
THIS AGREEMENT MTHiN THREE (3, BUSINESS TAYS FITNESS TENTER SmALL REFUND TO MEMBER A'vY PAYMENTS MADE__
HEREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBER iS POSSIBLE AND THE MEMBER IS BOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOQOSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILITY
IS CONFIRMED iN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID
$14-12B-03(A) and (B)

IF THE FACILITY 1S CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF EITHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERIND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS. ID.. $14-12B-04( A).

MEMBEKShIP INFORMATION

Adgess 28105 FORK  RD oy LARK Tow 10 20128
Marmed &~ single ____ Spouse's Name DLAROK  m \2‘/’4/9/(' age 22
Horme Phone J& (=3 S 7= SO /5” Business Prone 37~ 335 -4#7/(5

Employer LIG I 7HL ELd ype of Business AL Per €L 3

Present Position AZ£LD _SéRyrce AR Group

'J(-— — Date é‘ﬁ‘;\ 5)9

Signature of Parent or Guardiaon ' / S/gnolufe of Agent for !
(it undee 18 yanre o4 g6 Grearspnng Fitnass Center

Signature of Purchaser /




-
QO empioyee
OAov
[0 Membex '

Source ‘ New Membership No
MEMBERSHIP AGREEMENT
THIS MEMBERSHIP AGREEMENT is i1 Cce Letweer
Tee P P p<| ("Member") and GREENSPRING FITNESS CENTER

("FITNESS CENTER") locatea ! Fui s & Vaiey RCQdS
MEMBERSHIP DUES 0re $ | 3% 00 torths X yeur membersing
membership. which shali be for o term ot {377 (, ihaticnfee { Fpr‘.’ M e A9 e

commencing [hl{ 3) 1G @7 ond ending on ﬁ?a \/ 3 ( 1Q ﬁ(
PAYMENT OF MEMBERSHIP DUES. Membex agrees 0 pcy mempership dues uc;on execuhion of this ogreement as follows:
CASH CHARGE (vpe, __LJI15A fl L7 crecx

MEMBERSHIP PRIVILEGES. Membersnip Ir. good standing shail entitte Membex to instruction in and use ofthe complete
line of Nautilus axercise equipment. together with the available lockers. showers, saunas and whirlpdol, subject to the
rules and reguiations of Fitness Center This membership s personal to Member ond may no! be assigned, transterred or
.Jnceﬂed except as othenwise provided herein O by applicable iaw Failure to pay ony membership dues os agreed
nall result In the iImmediate suspension of membership privileges

MEMBERSKIP RULES. Member ogrees 1o abide by all club rules ond workou! reguiations of the Fitness Center in effect
from time to time Al ‘fraining equioment will be used only In the Methoa and manner directed by Fitnass Center
personnel Workout methods may change from time to time as Nautilus research indicates

HOURS. Ftness Center will De open for workouts dunng hours that are deemed reasonasle by Fitness Center These

nours may change within reason at the aiscretion of Fitness Center At its so-e discretion. Fitness Center may be closed

on any recognized state federal of religious holiday ond for reasonaoie v acation perocs. provided that the term of

this ogreement shall ncluge an extension ¢f the term of this ogreement tor any hime 1N excess of twe consecutive days
. that the Fithess Center 1s closed

RELEASE. Member agrees 1nat all exercises sholl be undertaken at Memper's sole risk and Fitnass Center. its officers
agents or employees shall Not be hable for, and are hereby released from any claim demands. octions of courses of
action whatsoever for injunes or damages 1o Member’'s person or property ansing out of Cr in connecton with the use
by Member of the services and factitias of Fitness Center or the premises where the same are locared

ENTIRE AGREEMENT. This written agreement represents the ertire membpers™ O agreement ether direc! &t imphed and
there are No other DINGING agreements either written of orot

CANCELLATION. MEMBER MAY CANCEL THIS AGREEMENT AT ANY TIME WITHIN THREE (33 BUSINESS CAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF "'S AGREEMENT BY NOTIFVING FITNESS CENTER IN WRITING ANY SUCH WRITTEN NOTIRICATNON
SHALL BE DEL'VEREC N PERSON OfR 87 CERTIFIED OR REGISTERED MAIL AND IF MAILED SHAL, BE PCSTMARKED BY
MIDNIGHT OF THE THIRD 8USINESS SAY AFTER RECEIPT OF AN EXECITED COPY OF THIS AGREEMENT iF MEMBER CANCELS
THIS AGREEMENT MT=IN THREE (3) BUSINESS CAYS FITNESS CTENTER SHAL. REFUND TO MEMBER ANY PAYMENTS MADE
HEREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBER 1S POSS:BLE AND THE MEMBER 'S BOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOOSES NOT TO USE THE FACIL!TIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILITY
1S CONFIRMED IN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) and (8)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO 1S ENTITLED TO HIS CHOICE OF EITHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS. ID . $14-12B-04(A).

MEMBERSHIP iINFORMATION

 pcdess L D Papel 4 Tudev Coudl  cny Luthewdle o _R108%
Married "/Smgle Spouse’s Nome Leslie Age 34
Home Phone S6l-04%7] Business Phone 5% -S171S
Employer Type of Business ?\‘\\ILS\ C na/‘m

Present Position /. Group

Signature of Purchasex ‘\//Lo, 7') U/G./{/z——v Da 5/3// 87
5 e

Signature of Parent or Guarchan ! SnghO}Ye of Agent for
(it uraec 5 Jays of nged - Sreensp ng Fitness Center
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The Greenspring Fitness
~ Center in the Greenspring
~ - Station is celebrating its 10
* year anniversary this month.
;. - More firming, shaping,
. and toning will take place as
. local. residents of all ages
;- help celebrate. “We have be-

come a part of many peoples’
i lives,” said owner Jordy
. Binetti.."We want all our -
friends to join in the
. excitement.”
o Grgenspring Fitness Center
. prqvx@es supervised Nautilus
* training, computerized car-.

Greenspring Fitness Center
Atthe Greenspring Racquet Club

GREAT NEWSI

“You've been selected by Universal Promotions in conjunction with the Greenspring Fitness Center as one of
the recipients of a 2 Year Health Club Membership to Bailtimore’s premier Fitness Center. That's correct, as
seen in the Baltimore Sun, Greenspring Fimess Center is celebrating its 10 year anniversary by honoring

these promotional memberships.
Your membership gives you unlimited use of the following:

* Nautilus—2 complete lines of circuit training

* Olympic Free Weights .

* Lifecycles—computerized aerobic training nationwide

* Individualized state-of-the-art instruction * Pro-shop

* Whirlpool . * Snack barand lounge
* Sauna—separate for men andwomen * Open 7 days aweek

* Steam Room * Much, much more

This membership is valued at over $600.% and is being offered to you, subject to maintenance dues of

$69 per year on a two year basis.

—TO CLAIM YOUR MEMBERSHIP —

Bringthisnotice to the Grecn e ing Fittess Cort o i e

botveen T0am and 9 pann Pl by B rickn 100
thisnotic o isnetolaimed onothyo name will e co oo

1719
DANN Siv
}i}‘ Al This offer may also be used by a friend or relative.

Simply give them this letter or bring them with you when
you visit the club. Current members not eligible.

" Falls & Valley Roads (At the Greenspring Racquet Club)
Lutherville, MD 21093 ¢ (301) 828-5328

* Individual Locker, Shower and Vanity areas
Membership honored at over 2,500 clubs

N Greenspring Fitness Center
" Celebrates 10 Year Anniversary
SRR . Ablmitednumberqof .

v special promotional mgmberships available

diovascular conditioning and
relaxing sauna and steam
areas to the northern Balti-
more County area. State of

. the art with that personal
: touqh is the specialty at this
. service oriented club.

. As part of the gala event, a
l{mited number of promo-
tional memberships will be
awarded. These memberships
will be selected at random,
and presented to a few lucky
individuals.

August 14th will be the kick-
off date of this month long
event.

o
e
| |

!

/
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DUMBBELLS ASSOCIATES, INC., * IN THE
et al,
* CIRCUIT COURT
Respondent/Appellants,
* FOR
v‘
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Proponent/Appellee. CL109816
L
%
APPEAL FROM THE
* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
® ® * * *

ORDER GRANTING CONSUMER PROTECTION DIVISION'S
MOTION FOR SUMMARY JUDGMENT

Having considered the Consumer Protection Division's motion
for summary judgment and memorandum in support thereof, and
finding that there is no dispute as to any material fact and that
the Division is entitled to judgment as a matter of law on its

counterclaim, it is this day of ,

1990, ORDERED that judgment be, and hereby is, GRANTED in favor
of the Consumer Protection Division.

IT IS FURTHER ORDERED that:

1. the Appeal filed by Dumbbells Associates, Inc., Scott
Scala and Jordan Binetti is dismissed;

2. the Decision and Order of the Consumer Protection
Division dated October 26, 1989 as modified by the Supplemental
Order dated January 31, 1990 is affirmed;

3. Dumbbells Associates, Inc., Scott Scala and Jordan

Binetti comply with each and every provision of the Decision and




Order of the Consumer Protection Division dated October 26, 1989

as modified by the Supplemental Order dated January 31, 1990,
except that the dates for compliance with paragraphs 3 and 4 of
the Decision and Order and Supplemental Order shall begin running
from the date of this Order;

4., each day that Appellants have failed to comply with the
Division's Order <constitutes a violation of the Consumer
Protection Act, and that Dumbbells Associates, Inc., Scott Scala
and Jordan Binetti shall each pay to the State of Maryland civil

penalties of $ pursuant to § 13-410 of the Consumer

Protection Act;

5. Dumbbells Associates, Ine., Scott Scala and Jordan
Binetti shall be jointly and severally liable for payment of the
Division's arising from this appeal and counterclaim, including
reasonable attorneys' fees. The Division shall submit a listing
of all such costs to this Court within 15 days with notice to

Appellants.

JUDGE



DUMBBELLS ASSOCIATES, INC., IN THE
et al.
CIRCUIT COURT

Respondent /Appellants,

FOR
v.
BALTIMORE CITY
CONSUMER PROTECTION DIVISION
Case No. 90059044/
Proponent/Appellee. CL1098#6

APPEAL FROM THE

e CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
. * * * *

CONSUMER PROTECTION DIVISION'S
MOTION FOR INTERLOCUTORY INJUNCTION
AND REQUEST FOR HEARING

Pursuant to Md. Com. Law Code Ann., § 13-403(ec)(2) and
pursuant to Md. Rules BB70, et seq., Appellee/Counterclaimant
Consumer Protection Division ("Division") moves that this Court
enter an interlocutory order providing:

1. that Appellants Dumbbells Associates, Ine., Scott Scala
and Jordan Binetti ("Appellants") be enjoined and restrained from
selling health club services agreements to consumers until such
time as they have <complied with the Consumer Protection
Division's Decision and Order issued October 26, 1989 and
Supplemental Order issued January 31, 1990 and the requirements
of the Maryland Health Club Services law by posting a bond,
letter of credit or cash deposit with the Division in accordance

with Md. Com. Law Code Ann., § 14-12B-02(e); and




2. that Appellants be ordered either:

(a) to post immediately a bond, letter of credit or cash
deposit with the Division in an amount not less than
their total outstanding liabilities to members as
required by paragraph 2 of the Division's Order and by

Md. Com. Law Code Ann., § 14-12B-02(e);

or, in the alternative, (b) to refund immediately to
each member who purchased an unbonded promotional
membership or other unbonded membership in which more
than three months' advance payment was collected, all
payments that exceed payment for more than three months'
services;

3. that, if Appellants demonstrate to this Court that they
lack the financial resources to post security or refund advance
payments held, the Consumer Protection Division be appointed
receiver of Dumbbells Associates, Inc. t/a the Greenspring
Fitness Center pursuant to Md. Com. Law Code Ann., § 13-
406(c)(3). Appellants shall be enjoined from making expenditures
outside the ordinary course of business. The Appellants shall be
allowed to continue operating the Greenspring Fitness Center
subject to review by the Division and Appellants shall be ordered

to provide to the Division:

(a) documentation of all assets of Dumbbells Associates,

Inc., Scott S8Scala, and Jordan Binetti, whether held




individually or jointly with another, including but not
limited to: bank accounts; real and personal property;
stocks; bonds; certificates of deposit; accounts
receivable; and all sums received or held for the
account of Greenspring Fitness Center by any business

entity or person other than Appellants;

(b) an accounting of all receipts and expenditures in
relation to Greenspring Fitness Center since January 1,

1989;

(c) copies of 1989 tax returns filed by each of the

Appellants;

(d) each and every week, a report of all moneys
collected by Appellants, including the source of the
funds and, if from the sale of health club services,
copies of the membership agreements; copies of checks,
credit card slips, or cash receipts; and copies of

deposit tickets.

(e) each and every week, an accounting of all moneys
expended by Appellants including a description of the
transaction, the date of the transaction, the amount of

the payment and a copy of the check, or, if paid in

cash, copies of receipts.




(£) upon receipt, copies of all bank statements.

(g) upon receipt, copies of all statements received from
factoring, billing, finance or other companies to whom

members of Greenspring Fitness Center make payment.

(h) upon request, all books, records or other
documentation of the information reported to the

Division.

The Division further requests that the requirement for
filing an injunction bond be waived pursuant to Md. Rule
BB75(b)(2).

As grounds for this motion, the Division states that (1) the
Division is 1likely to succeed on the merits of its counterclaim;
(2) the Appellants' failure to comply with the Division's Order
and Supplemental Order places more than 800 consumers at risk of
losing substantial advance payments made to the Appellants; (3)
the public interest will be served by requiring Appellants to
comply with the Division's Order and Supplemental Order; and (4)
the "balance of convenience" favors requiring Appellants to
comply with the Order pending the outcome of this appeal. The
Division further relies upon the additional grounds set forth in

the accompanying memorandum.




REQUEST FOR HEARING

The Consumer Protection Division requests that a hearing be

scheduled on its motion for interlocutory injunction.

By:

Dated: Pa, /S5, /750
~

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor

200 St. Paul Place
Baltimore, Maryland 21202
Telephone: (301) 576-6350




CERTIFICATE OF MAILING

I hereby certify that, on this 15th day of May, 1990, a copy
of the Consumer Protection Division's Motion for Interlocutory
Injunetion, Memorandum in Support thereof and Proposed Order was
mailed, first class postage prepaid, to Appellants' attorney,
Melvin J. Kodenski, Kodenski and Canaras, 19 E. Fayette Street,

Suite 301, Baltimore, Maryland 21202.

A AL

Steven M. Sakamoto-Wengel




DUMBBELLS ASSOCIATES, INC., * IN THE

et al.
* CIRCUIT COURT
Respondent/Appellants,
* FOR
y.
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
f * Case No. 90059044/
Pro or/eétE\Bellee.\ CL109816
*
May ‘
C'RCU/ H APPEAL FROM THE
BALTTCOUI? i * CONSUMER PROTECTION
Morg "Teop 7 DIVISION
oy, * OFFICE OF THE
§ ATTORNEY GENERAL
T, F * OF MARYLAND
* * * * *

MEMORANDUM IN SUPPORT OF
MOTION FOR INTERLOCUTORY INJUNCTION

I. Introduction

The Consumer Protection Division issued a Decision and Order
finding that Dumbbells Associates, Inc., Scott Scala and Jordan
Binetti ("Appellants") sold two-year, paid-in-full memberships to
nearly 800 consumers without posting the bond required by
Maryland's Health Club 1law. The Division's Order required
Appellants, among other things, to post the required bond to
protect the more than $100,000 in advance payments collected and
to cease and desist from collecting further advance payments
until the bond had been posted. Appellants have done neither and
the consumers' substantial advance payments remain at risk.
Accordingly, the Division is seeking an interlocutory injunction
to protect the consumers by requiring Appellants to comply with

the Division's Order.




II. Statement of Facts

Appellants sold two-year promotional memberships to almost
800 consumers between May and Augqust of 1989 and charged an
"initiation fee" of $137.76 and "monthly dues" of a penny per
month, Stipulations Regarding Facts and Documents, adopted in
Decision and Order of the Consumer Protection Division, Case No.
89-020, October 26, 1989 ("Decision") at 2, ¥1l. Although
Appellants had not posted a bond with the Division, in many cases
Appellants collected the entire $138 membership cost up front
and, even where Appellants collected $137.76, they made no effort
to collect the "monthly dues." Decision at 2-3, 4% 4 and 6. The
Decision concluded that the $138 was, in fact, payment for future
services and that the Appellants labelled the payment an
"initiation fee" to evade the bonding requirement of the Health
Club law. Decision at 4-8; Supplemental Order, January 31, 1990
("Supplemental Order") at 2-3, 5. The Division ordered
Appellants to post the security required under the Health Club
law and to refund payments attributable to the period in which no
bond was posted. Decision and Order at 10, 42 and 12, %4.

The more than $100,000 in advance payments made by the 800
consumers to the Appellants remain at risk. Appellants have not
provided the Division with any security to protect the advance
payments collected. Affidavit of Kathleen Cranford, appended
hereto as Exhibit 1. Nor have Appellants refunded any of the

advance payments collected to consumers. Id. Not only have the

Appellants failed to comply with the Division's Order, Appellants




are placing even more consumers at risk by selling yet another
promotional membership like the one found by the Division to
require bonding. Id. Further, the Division has received notice
that a $10,000 letter of credit posted by Appellants to protect
previous advance payments collected has been cancelled. Id.
Appellants have moved for, but have not obtained, any stay
of any provision of the Division's Order, and the Division has
strongly opposed Appellants’' motion. Interlocutory relief
requiring compliance with the Division's Order is necessary to
protect the consumers whose payments are already at risk and to
prevent the Appellants from continuing to place additional

consumers at risk.

ITI. Argument

A. Appellants are violating a valid cease and desist order

Maryland's Health Club law, Md. Com. Law Code Ann., § 1l4-
12B-01 through 14-12B-08, was enacted to protect consumers who
made advance payments to health <¢lubs and then suffered
substantial losses when the club closed and no assets remained to
pay refunds. The General Assembly addressed the problem by
requiring any health club that collects more than three months'
payment in advance from members to give the Division a bond to
protect the advance payments should the <c¢lub go out of
business. Md. Com. Law Code Ann., § 14-12B-02(e). The General

Assembly considered the collection of advance payments without




having a bond posted so serious that it authorized the Division
to issue a cease and desist order without first conducting a
hearing. Md. Com. Law Code Ann., § 14-12B-08(a).

When it determined that Appellants were selling two-year
memberships and collecting the entire payment at the time the
member joined without having the required bond, the Division
issued a Cease and Desist Order pursuant to § 14-12B-08(a) dated
August 29, 1989. A copy of the Division's Order is appended
hereto as Exhibit 2. Following hearings on the Order requested
by Appellants and conducted pursuant to Md. Com. Law Code Ann., §
13-403, the Division issued the October 26, 1989 Decision and
Order and January 31, 1990 Supplemental Order now before this
Court.

Appellants should be ordered to post a bond or other
security to protect the more than $100,000 collected from
consumers pending the outcome of this case. Appellants should
also be ordered to cease and desist from placing additional
consumers at risk until they have posted the required security.
Maryland Rule B6 provides that an appeal of an administrative
Order such as the one issued by the Division does not act as a
stay of that Order. Despite Rule B6, the Appellants have failed
to comply with the Division's Order, and instead, engaged in
another promotion in violation of that Order. They have not
provided any appeal bond or other security to this Court that
would guarantee the payment of refunds to members should the
health club close. The Appellants continue to deny consumers the

protections that the Health Club law was enacted to provide.




Should Appellants demonstrate to the satisfaction of this
Court that they cannot obtain a bond or letter of credit in the
full amount and do not have assets from which advance payments
may be refunded to consumers, appointment of the Division as
receiver is necessary to ensure that consumers are protected. By
running a third promotion even after the Division had issued a
Decision and Order finding two previous promotions in violation
of the Health Club law and Consumer Protection Act, Appellants
have demonstrated that they cannot be trusted to operate the
business in a manner guaranteed to protect consumers.

Section 13-406(c)(3) of the Consumer Protection Act, Md.
Com. Law Code Ann., § 13-406(c)(3) authorizes this Court to
appoint a receiver in cases of willful violations of the Act.
The Division proposes that a receivership be established in which
Appellants continue to operate the business subject to review by
the Consumer Protection Division. 1In the absence of the security
required by the Health Club law, this Court, the Division, and
the consumers the Division is charged with protecting can be
ensured that Appellants will not continue to place consumers at

risk only if such a receivership is established.

B. The Division is entitled to interlocutory relief

The Division has met the four factors necessary to obtain
interlocutory injunctive relief: (1) likelihood of success on
the merits; (2) whether consumers will suffer irreparable injury

if the injunction is not granted; (3) the public interest; and




(4) the "balance of convenience" determined by whether greater
harm will result to consumers from refusal of the injunction than
would occur to the Appellants by granting of the injunction.

Dept. of Health and Mental Hygiene v. Baltimore County, 281 Md.

548, 554, 383 A.2d 51 (1977).
There 1is a substantial 1likelihood of success on the
merits. In reviewing the decision of an administrative agency

like the Division, the Court should:

review the agency's decision in the light most favorable
to the agency, since "decisions of agencies are prima

facie correct," . . . [Citation omitted] . . ., and
"carry with them the presumption of wvalidity."
[Citations omitted]. Furthermore, not only is it the

province of the agency to resolve conflicting evidence,
but where inconsistent inferences from the same evidence
can be drawn, it is for the agency to draw the
inferences.

Bulluck wv. Pelham Wood Apartments, 283 Md. 505, 390 A.24 1119,

1124 (1978).

Substantial evidence in the record supports the Division's
determination that the payment collected by Appellants was not an
initiation fee but was, in fact, payment for future services.

See, supra, pp. 1-2. Since a "reasoning mind reasonably could

have reached the factual conclusion" reached by the Division,
Bulluck, 390 A.2d at 1123, there is a substantial likelihood that
this Court will affirm the Division's conclusions that Appellants
violated the Health Club 1law and Consumer Protection Act.
Additionally, it is the function of the Division to determine the
appropriate remedy where it determines violations have

occurred. Consumer Protection Division v. Consumer Publishing




Co., 304 Md. 731, 501 A.2d 48, 56-57 (1985). The Division
determined that, among other things, the appropriate remedy is to
require Appellants to post the bond required by the Health Club
law to protect the payments made by 800 members and to prohibit
Appellants from collecting additional advance payments.

The injunction is necessary to prevent irreparable injury to
consumers. If the Appellants were to close their doors,
consumers would receive 1little or no refund of the advance
payments they have made for services to be provided by the
Appellants, since there is no guarantee that Appellants have
assets from which consumer claims could be satisfied. This is
the exact harm that the Health Club law was enacted to prevent.
Requiring Appellants to stop placing additional consumers at risk
and provide security to protect consumers they have already
placed at risk will serve to prevent that harm from occurring.

The requested injunctive relief will also serve the public
interest by protecting consumers in the manner contemplated by
the General Assembly when it enacted the Health Club law and
Consumer Protection Act. The Appellants have not only ignored
those laws, but have ignored the Cease and Desist Order issued by
the Division pursuant to Md. Com. Law Code Ann., § 14-12B-08(a)
and the Decision and Order and Supplemental Order of the Division
issued pursuant to Md. Com. Law Code Ann., § 13-403. The public

interest will be served by requiring Appellants to comply with

their legal obligations.




Finally, the "balance of convenience" clearly weighs 1in
favor of granting the Division's request for interlocutory
relief. The burden on Appellants of complying with the law is
clearly outweighed by the harm consumers will suffer if the
health spa closes and 1is unable to pay refunds to nearly 800
consumers. The Appellants should be ordered to stop placing
additional consumers at risk and to protect the consumers they

have already placed at risk.
IV. Conclusion

The requested interlocutory injunctive relief will help
provide consumers with the protection contemplated by the Health
Club law. For the reasons set forth above, the Division requests

that this Court grant its motion.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

e A

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor

200 St. Paul Place
Baltimore, Maryland 21202
Telephone: (301) 576-6350




DUMBBELLS ASSOCIATES, INC., * IN THE

et al.
* CIRCUIT COURT
Petitioners,
* FOR
v.
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Respondent CL109816
»
*
APPEAL FROM THE
* CONSUMER PROTECTION
DIVISION
. OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
* * * * *

AFFIDAVIT OF KATHLEEN CRANFORD

I, Kathleen Cranford, hereby declare and state as follows:

1. I am employed as the Assistant Administrator of the
Health Club Registration Program in the Consumer Protection
Division of the Office of the Attorney General of Maryland. |In
my capacity as Assistant Administrator, I am responsible for
maintaining files pertaining to the health club registration of
businesses subjeet to the Maryland Health Club Services law.

2. The file pertaining to Greenspring Fitness Center shows
that a $10,000 letter of credit was provided to the Division for
liabilities to consumers from memberships sold before Dumbbells
Associates, Inc. purchased the fitness center, However,
Dumbbells Associates, Inec. t/a Greenspring Fitness Center has
failed to file a report prepared by a certified public accountant
documenting total outstanding liabilities to all members,

including promotional members, or provide the Division with a

EAHIBIT 4 __Z
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bond, letter of credit or cash deposit in an amount sufficient to
protect promotional members. Dumbbells Associates has also
failed to provide the Division with any evidence that the advance
payments collected from promotional members have been refunded,
other than payment of 25¢ to some of the promotional members.
Additionally, the Division has received notice that the $10,000
letter of credit has been cancelled effective June 13, 1990.

3. On February 27, 1990, I telephoned the Greenspring
Fitness Center and spoke to a salesperson named Jerry. I told
Jerry that I had received a copy of the promotion for Greenspring
appended hereto and wanted to know about the membership. He
advised me that Greenspring collected $102 of the membership at
the time I join. He said that I would be billed for the
remainder at $1 per month for 9 months or at $3 per quarter for 3
quarters.

I do solemnly affirm under penalty of perjury and upon
personal knowledge that the contents of the foregoing paper are

true.

Date:f/q,/QO W&L&W

Kathleen Cranford (/




STATE OF MARYLAND * IN THE
OFFICE OF THE ATTORNEY GENERAL

CONSUMER PROTECTION DIVISION * CONSUMER PROTECTION
7 North Calvert Street
Third Floor * DIVISION
Baltimore, Maryland 21202
* OFFICE OF THE
Proponent
* ATTORNEY GENERAL
v.
* OF MARYLAND

DUMBELLS ASSOCIATES, INC.

T/A GREENSPRING FITNESS CENTER * Case No.: AP;?"C7;1 L=
Falls and Valley Roads

Lutherville, Maryland 21093 *

SERVE ON: JORDAN BINETTI

Resident Agent *
JORDAN BINETTI *
8327 Analee Avenue
Baltimore, Maryland 21237 *
and *
SCOTT SCALA .
144 E. Orange Court
Baltimore, Maryland 21234 *
Respondents . *
* Lo * * s

CEASE AND DESIST ORDER

WHEREAS, the Consumer Protection Division ("Division") is
responsible for administering the provisions of the Maryland
Health Club Services law, Md. Com. Law Code Ann., §§ 14-12B-01
through 14-12B-08 ("Health Club law");

WHEREAS, § 14-12B-02(e) of the Health Club law requires
persons who sell health elub services agreements to register with
the Division and post a bond, letter of credit or cash in an
amount not 1less than the the aggregate value of outstanding

liabilities to members, not to exceed $200,000 pér facility;

30| e
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WHEREAS, § 14-12B-02(e) requires that the amount of the
bond, letter of credit or cash be based upon a report prepared by
an independent <certified public accountant documenting the
seller's outstanding liabilities to members;

WHEREAS, Respondents have registered with the Division as a
seller of health club services (a copy of Respondents'
registration form is appended hereto as Exhibit 1);

WHEREAS, Respondents' registration application discloses
that Greenspring Fitness Center is owned and operated by
Dumbbells, Ine., and that Scott Scala and Jordan Binetti are the
sole officers of Dumbbells;

WHEREAS, Respondents have posted a letter of credit with the
Division in the amount of $10,000 but have failed to file a
report prepared by an independent certified public accountant
documenting that the amount of the letter of credit is not less
than Respondents' total liabilities to consumers in accordance
with Md. Com. Law Code Ann., § 14-12B-02(e) (see Affidavit of
Kathleen Cranford, appended hereto as Exhibit 2);

WHEREAS, Respondents filed & registration renewal form with
the Consumer Protection Division on October 19, 1988 in which
Respondents represented that they were exempt from the bonding
requirement of Md. Com. Law Code Ann., § 14-12B-02(e) since
Respondents do not collect more than three months' payment in

advance from consumers;




WHEREAS, Respondents offered memberships to consumers in
which Respondents collected payment of $138.00 in advance from
consumers for health club services to be provided over a period
of two years (see Affidavit of Kathleen Cranford);

WHEREAS, the membership agreements used by Respondents for
the promotional memberships fail to include the disclosures
required by Md. Com. Law Code Ann., § 14-12B-06;

WHEREAS, the Division has determined that Respondents are
selling health club services agreements in violation of § 14-12B-
02(e) of the Health Club law, pursuant to § 14-12B-08(a) of the
Health Club law, IT IS HEREBY ORDERED:

(1) Respondents shall immediately cease and desist from
selling any health club services agreements until
further order of the Consumer Protection Division, or
until such time as Respondent delivers to the Division
the security required by the Health Club law.

(2) Respondents shall, within seven days of the date of
this Order, provide the Divisjon with a report prepared
by an independent certified publie accountant
documenting Respondents' outstanding 1liabilities to
consumers in accordance with Md. Com. Law Code Ann., §
14-12B-02(e) and increase the amount of the bond, letter
of credit or cash posted with the Division to an amount
not less than Respondents' total outstanding

ligbilities. For purposes of the report, the payment of
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$138.00 collected pursuant to the promotional membership
shall be deemed payment for services to be rendered over
a period of two years from the date of the contract.

(3) In the alternative, if Respondents do not post an
increased bond, letter of credit or cash, Respondents
shall within seven days of the date of this Order,
restore to all consumers all payments held that exceed
payment for three months' services until Respondents'
liabilities have been reduced to $10,000 or less. The
payment of $138.00 collected pursuant to the promotional
membership shall be deemed payment for services to be
rendered over a period of two years from the date of the
contract. Respondents shall provide the Division with a
report prepared by an independent <certified publiec
accountant documenting all such payments in excess of
three months and evidence that all payments in excess of‘
three months' payment in advance have been refunded to
consumers.

(4) Respondents shall, within seven days of the date of
this Order, provide the Division with copies of all
membership agreements sold pursuant to the promotion and
documentation of all payments received from consumers
pursuant to the promotion. |

(5) Respondents shall, within 14 days of the date of
this Order, pay to the Division the costs of this

proceeding of $500.




NOTICE OF RIGHT TO A HEARING

Under the provisions of Md. Com. Law Code Ann., § 14-12B-
08(a), the Respondent has a right to request a hearing. A
request for hearing must be directed in writing to William
Leiboviei, Chief, Consumer Protection Division, 7 North Calvert
Street, Third Floor, Baltimore, Maryland 21202 and must be
received no later than 30 days from the date of issuance of this
Order. If no hearing is requested, this Order will become final
upon expiration of the 30 day period. If a hearing is requested,
the hearing will be scheduled to be conducted no later than seven
(7) days after receipt of the hearing request by the Consumer
Protection Division,

NOTE: THIS CEASE AND DESIST ORDER IS EFFECTIVE
IMMEDIATELY. FILING OF A REQUEST FOR A HEARING DOES NOT NEGATE

THIS ORDER.

SO ORDERED,

N L, L\’ Q\\L\L’ L\ A,
Dated: Sl L 14 Ul AT

/ William Leibovici
Assistant Attorney General
and Chief







Form HS-R2 (revised 6/86)

CHECK ONE

Consumer Protection Division
Office of the Attorney General New Registration
Munsey Building - Third Floor
7 North Calvert Street Renewal Registration
Baltimore, Maryland 21202
(301) 576-6550

HEALTH CLUB REGISTRATION FORM
1. List the name, address and telephone number of the

Note:

corporation or unincorporated business selling Health Club
Services:
Dumbbells Associates, Inc.
Falls Road and Valley Road
Lutherville, Maryland 21093
(301) 828-5328

Dumbbell Agssociates, Inc. operates Greenspring ritness
Center under an agreement with Lawrence Blumberg International,
Inc.. a Marvland corporation, Falls Road and Valley Road,
Lutherville, Maryland 21093.

List the name(s), address(es), and telephone number(s) of
each and every facility, owned and/or operated by the
entity listed in paragraph 1, at which Health Club
services are, or will be-

provided:
Greenspring Fitness Center
Falls Road and Valley Road
Lutherville, Maryland 21093

(301) 828-5328

attach additional sheets if needed

If any of the facilities listed above is a separate
~“business entity (e.g. a corporation, partnership or
sole proprietorship distinct from the entity listed in
paragraph 1) each such facility is required to file a
separate registration form and must independently
satisfy the Financial Accountability requirement.

é-XA//Z/% .z




In the case of each business entity listed in paragraph 1,
specify:

a) Whether the entity listed is a corporation,
partnership, sole proprietorship or other business
entity:

Corporation

b) The state in which the corporation, partnership, sole
proprietorship or other business entity was formed,
and the date of formation:

Maryland, March 20, 198/

¢) The date on which the corporation, partnership, sole
proprietorship or other business entity commenced
transacting business in Maryland:

March 20, 1987

d) 1In the case of a corporation incorporated in a State
other than Maryland, the date on which the corporation
first registered or gualified to do business in
Maryland as required by Maryland Corporations and
Associations Code, §7-101 et seq.

" N/A

e) The business entity's IRS employer identification
number: 52-1503502

In the case of a corporation, listed in paragraph 1,
above, specify:

a) the name(s), address(es) and telephone number(s) of
the resident agents of the corporation

Jordan Binetti

832/ Analee Avenue

Baltimore, Maryland 21237

(301) 866-3365




attach additional sheets if needed

b) the name(s), residential address(es) and telephone
number{s) of each and every member of the Board of
Directors of the corporation

Dumbhells Associates, Inc. is a Maryland close corporation
and does not have a Board of Directors

attach additional sheets if needed

c) the name(s), address(es) and telephone number(s) of
each and every officer of the corporation

Scott Scala President/Secrectary

144 E. Orange Ct.
Baltimore, Maryliand ZlZ34

256-7063
Jordon Binetti Vice President, lreasdrer
) 8327 Analee
. Baltimore, Maryland ZLZ37
866-3365

attach additional sheets if needed

d) the name(s), address(es) and telephone number(s) of
each and every shareholder of the corporation holding
greater than 10% of the outstanding share of any class
of stock of the corporation.

_Scott Scala
_Jordon Binetti




In the case of a business entity, other than a corporation
listed in paragraph 1, above, specify the name(s),
address(es) and telephone number(s) of each person, or
other entity, having an ownership interest in the listed
business: N/A

attach additional sheets 1f needed

For each of the facilities listed in paragraph 2, specify
the date any business concerning the facility was first
conducted in Maryland:

Facility was operated by Metro Nautilaus.

Lawrence Blumberg International, Inc. operated and

still owns facility.

attach additional sheets i1if needed

Specify whether the business entity listed in paragraph 1
has, or ever had, an ownership interest in any business
entity or facility which sells, or ever sold, health club
services in the State of Maryland other than those
entities or facilities listed in paragraph 2. If so, list
the name, address and telephone number for each such
facility (including the last known business address of
business entities or facilities that are no longer in




existence). Also, specify whether such business entity or
facility is currently transacting business in the State of.
Maryland or, if not, the date the business entity or

facility ceased operations.

NO

8. Specify wnhether any of the business entities or
individuals listed in paragraph 5 has, or ever had, an
ownership interest in any business entity or facility
which sells, or ever sold, health club services in the
State of Maryland other than those entities or facilities
listed in paragraph 2. 1If so, list the name, address and
telephone number for each such facility (including the
last known business address of business entities or

‘ facilities that are no longer in existence). Also,
specify whether such business entity or facility is
currently transacting business in the State of Maryland
or, if not, the date the business entity or facility
ceased operations.

N/A

9. Specify whether any of the persons listed in paragraphs
4(b) or 4(c), above, has, or ever had, an ownership
interest in any business entity or facility which sells,
or ever sold, health club services in the State of
Maryland other than those entities or facilities listed in

' paragraph 2. If so, list the name, address and telephone
number for each such facility (including the last known
business address of business entities or facilities that
are no longer in existence). Also, specify whether such
business ‘entity or facility is currently transacting
business in the State of Maryland or, if not, the date the
business entity or facility ceased operations,

N/A




10. Attach copies of any form Health Club Services Agreement,
subscription agreement or contract used by each of the
facilities listed in paragraph 2 in the regular course of
transacting business with consumers in the State of
Maryland. Please refer to the instructions to assure that
the contract contains all required disclosures.

l1. Enclose a check made payable to the State of Maryland, in
the amount of $250.00.

CERTIFICATION

I, Scott A. Scala

Name
President/Secretary , hereby certify
Title
under pain and penalty of perjury, that the information
contained in this Health Club Registration Form is true and

correct. I further certify that_ I an authorized to submit this
Registration Form on behalf of Dumbbell Associates, Inc.

I also understand that I am under a continuing obligation to
notify the Consumer Protection Division of any cha e\in the

information provided in this form. . 0/ ’
J ;

/ .
pated: __ 5/ Y57 /AN e

Signature Scott”A. Scala

/w‘i%ness my hand and Notarial seal this / ¥72t day
of

P : 1987.
’ S s b

Not&ry =

LT 70/ 10

To be completed by Consumer Protection Division:

Dated Received: May, 2/ SFF 72

/7
Reviewed By : v Spo A - L5/

Financial Accountability
Compliance checked:

Approved: :

Registration Number:

4428G
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Form HS-RS
Consumer Protection Division Registration year
Office of the Attorney General September 1, 19&%

Munsey Building - Third Floor
7 North Calvert Street
Baltimore, MD 21202-1961

HEALTH CLUB REGISTRATION RENEWAL FORM

1. Registration information

a. Name and address of business offering health elub (301)825-5328

services Dumbbells Associates, Inc., Talls Doad & Valley Foad
Lutherville, Maryland 21093. Dumbbell Associates, Inc. operates
Creenspring Fitness Center under an agreement with Lawrence
Blumberes International, Inc., a Marvyland corporation, alls Road
& Valley Toad, Lutherville, ifaryland 21093

b. Registration number

C. Name(s) and address(es) of facilities at which services
offered

Creenspring Titness Center

Talls Road & VYalley 2oad

Tutherville, liaryland 21003

(301)828-5322 :

d. List any changes as to owners, officers, directors, or
resident agents of the business since the most recent
registration. ni Crawi>

2. Financial Accountability Requirement

a. Exempt facilities., Do you continue to claim an
exemption from the financial accountability requirement of
the Maryland Health Club Services law because no more than
three months advance payment is collected from any consumer?
Yes & No

If you do not claim to be exempt, see instructions below for
bonded facilities.

b. Bonded facilities. A report prepared by an independent
Certified Public Account describing the current outstanding
liabilities to members must be filed with this renewal form.




Also, the amount of the bond or letter of credit on file
with the Consumer Protection Division must be adjusted so that it
is sufficient to cover the liabilities described in the
accountant's report.

Amount of bond, letter of credit or cash posted with the
Consumer Protection Division .~ -cc

Date amount of bond, letter of credit or cash last
adjusted

3. Membership Information

a. Total number of members 7.8

b. Type of memberships sold. Please provide information as
to each type of membership plan sold to consumers:

Membership Plan Cost No. of

‘ (Please check each Members
type sold) © Per plan
(1) Payment Collected

Per Session

(2) ____ Payment Collected
Monthly: .
/. Open ended 25 I 99
_~/_ Three month * g v
/. One year 194 29 Z
___ Two year
—_ Three year

Other term (please describe) '
{~ .ot (" el T O e 2 B ot DA eq v tS

"\‘S - 1 57 L)('zs?*y\«s-(g 4o 3 v BN Y Z—';'? 5j*r\g ’5’)
(3) Paid in Advance: )
v Three month dqq ce /63
—_ One year
Two year

Three year
Other term (please describe)
ﬁf\r o € cr Pk S h

R RN AR N /7? 255
7 Y

4, Renewal Fee A renewal registration check made.payable to the
State of Maryland in the amount of $250.00 is enclosed with this
form.




.

CERTIFICATION ~ .

I, Scott A. Scala, President
Name

, hereby certify

Title
under pain and penalty of perjury, that the information contained
in this Health Club Registration Renewal Form is true and
correct. I further certify that I am authorized to submit this
Registration Renewal Form on behalf of
I also understand that I am under a continuing obligation to
notify the Consumer Protection Division of any change in the
information provided in this form.——

e e e A QQ/

~—8+ignature

Witness my hand and Notarial seal this /@9-"” dayéﬁ%&#s
of 7y & , 1957

® | Sl

Notary
My Commission
expires: jZ4947<
7/
To be completed by Consumer Protection Division:
Dated Received: Oct. [[j /1955 *
A

Reviewed By ’\«Qj‘/\.QLL i £ [ L7L7/¢7C

2

Pinancial Accountability
Compliance checked:

Approved:

Registration Number:
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Greenspring Fitness Center
At the Greensprirg Bacquet Club

GREAT NEWS!

You've been selected by Universal Promations in conjunction with the Greenspring Fiiness Cen_ter as one of
the recipients of a 2 Year Health Club Membership to Baltimore's premier Fitness Center. That's correct.l as
seen in the Baltimore Sun. Greenspring Fitness Center is celebrating iis S-year anniversary by awarding
these promoticral memberships.

- Greenspring Fitness Center
Celebrates 5 Year Anniversary

peiid]

By GERALD MORREALE

The Greenspring Fitness
Center in the Greenspring
Station is celebrating its 5
year anniversary this month.

More firming, shaping,
and toning will take place as
local residents of all ages
help celebrate. “We have be-
come a part of many peoples
lives,” said ownmer Jordy
Binetti. “We want all our

friends to join in the
excitement.”
Greenspring Fitness Center

provides supervised Neutilus
training, computerized car-

Your membership gives you unlimited use of the following:

* Nautilus—2 complete lines of circuit training

- Olympic Free Weights

+ Lifecycles —computerized aerobic training
+ Irgividuaiized state-of-the-art instiuction

- Whiripoo!

« Sauna—separa'e for men and women

‘% + Steam Room

membership is valued at over $6C0.% and is bein

$69 per year)on a two year basis.
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« Individual Locker, Shower and Vanity areas
Membership honored at over 2,500 clubs

L

nationwide
» Pro-shop
» Snack bar and lounge
Open 7 days a week
» Much, much more

- TO CLAIM YOUR MEMBERSHI? -

Bring this notice ‘o the Greenspring Fitness Center wihin 24 hours. Plzase ciam only between
10 am and 9 p.m. Monday thru Friday. 10 a.m.-4 p.m. Saturcay. in the €vent this notice is not
cicimed another name will bz setected.

This offer may 2lso t2 used by a friend or re'ative.
Simply give them this {eiter or bring them with you

when you visit the club. Current me:mbers not eligible.

Falls & Valley Roads (At the Greensprning Racquet Club)

Lutherville, MD 27093 « (301) 828-5328

o you, subject o maintenance dues cf

A limited pamber&f R
romotional memberships awarded, :

diovascular copditioning and
relaxing sauna &nd steam
areas to the northern Balti-
more County area. State of
the art with that personal
touch is the specialty at this
service oriented club.

As part of the gala event, &
iimited number of promo-
tional memberships will be
awarded. These memberships
will be selected 'al random,
ard presented to & few lucky
individuals. e

¥ay 20th
of date of this menth long
event. N
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MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT s 11:00e Lt voser
SS\S‘) Snve w i\é

("FITNESS CENTER") locatea at Falls & Vi e «CQls

("Member") ond GREENSPRING FITNESS CENTER

MEMBERSHIP DUES o6 5 _[ 3T for ths A e~
membership which shol! be tor o term ot {7 ]Q\ f\{ f-.L% d_Q ""\ﬂ éi‘ (OL( -'W--({Ls
commencing 50/\‘1 " 19 Y _ ong ending on ju ne’? 19 77
PAYMENT OF MEMBERSHIP DUES. Member ogrees 10 poy mempership uas upon execution of this ogreement as tollows:
CASH 7\ 1% CHARGE (TVPE) CHECK

-

MEMBERSHIP PRIVILEGES. Membership ir good standing shall entitie Membex to Instruction in and use of the compiete

line of Noutilus axercise equipment. together with the avalicble lockers. sShowers. SouNAs and whiripool. subject 1o the

rules ond reguiations of Fitness Center This membex ship s personal to Member ond may no’ be assigred. transterned or

chued excep! s otherwse provided herein or Dy appiicable low Failure 1o PAy ONy membershic aues &s agreed
Il resuft in the Immeaiate suspension of membership privileges

MEMBERSHIP RULES. Member oQgrees to cbide by oll club rules ond workout reguiathions of the Fiiness Center in effact
from time 10 tirme All raining eQuibment will be used only IN the methoa ond manrner directed by Fitness Center
peronnel Workout methoas may change from time o time as Nouhlus reseorch inaicates

HOURS. Fitness Center will be open for workouts Zunng hours that are geemed reasongdle by Fitress Center These
nours May chonge within reason at the aiscretion of Fitness Center At its sole discretion Fitness Cert e may be closed
on any recognuzed state tederal of reiigious hohaay ong for reasoNapie vocaTion Perces fov- 3z *hat the term of
this ogreement shaii include an extension cf the term of this agreement for any time in excess of twe consecutive aays
that the Fitness Center 1s ciosed .

RELEASE. Mempber ogrees tnat ail exercises shall be uncertaken gt Members scle risk or.g Fitness Canter. its officers.
ogents o empioyees shall Not be ioble for. and are hersby released from any CIAIM JemMonas OC* ONs Of COurses of
oction whatsoever for injunas or damages 10 Member's person or property ansing out Of ¢r in connecton with the use
Dy Member of the services ond taciities of Fitness Center o the premises where the so™me ore 'ocsted

RE AGREEMENT. This written ggreement reprasents the entire membersnip ogreement either dire<! ¢ Impned ond
e Ore No Other binaINg agreements either wrntrten of oral

CANCELLATION. MEMBER MAY CANCEL THIS AGREEMENT AT ANY TIME WITHIN THREE (31BUSINESS CAYS AFTERRECEIPTOF
ANY EXECUTED COPY OF TS AGREEMENT BY NOTFVING FITNESS CENTER IN WRITING ANY 3UCH WR 72N NOTIFICATION
SHALL BE DEUVERED !N PERSON OR BY CERTHED Ofr REGISTERED MAIL AND IF MAILED SHAL, 31 2OSTMARKED BY
MIDNIGHT OF THE T=iR0 BUSINESS DAY AFTER RECEST OF ANEXECIMED COPY OF ™IS AGREEMENT F*2MBER CANCELS

THIS AGREEMENT WIT-iIN T=REE (3) BUSINESS ZAYS FITNESS CEANTER SHALLREFUND 1C * ""BE»« £ TAYMENTS MADE
HEREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBER 1S POSSIBLE AND THE MEMBER 'SSOUND YO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOOSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILITY
1S CONFIRMED IN WRITING BY A PHYSICIAN, THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) and(B)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE, THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF EITHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS 1D, $14-12B-04(A).

MEMBERSHIF InFORMATION

Addess \5 Lleed & pul’ | gf City //,,,,t.f},g,,, 20 97/09_3_
Maried ____ Singia .=~__ Spouse’s Nome . Age

Hon;e Prone _J &A= 00T Business Phone O 28 72//

Employer 0}/ N2 /C/;’,° lype ¢t Business At - 71‘11/ et S

Present Position _Z_“_Zl_y

Signature of Purchaser

L2l ys

Signature of Parent or Guarchon / f S.gnoluue/ol A g&
t.v

(i ur3an 4R vere of oQe: G'Mhsonhg Etmass
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MEMBERSHIP AGREEMENT [0 . %q

THIS MEMBERSH!IP AGREEMENT is :1\age Let weer
WD, ("Member”) and GREENSPRING FITNESS CENTER

("FITNESS CENTER") locatea at Fails & Vaie, ReCcas

- o~

ﬂ. -~ -
MEMBERSHIP DUES are § | 22"~ fox this AN

membership which shall be for /)67m of 12 7 1/ T &/;4 i fe- manthe- QY in

commencing ond ending on @é e T
PAYMENT OF MEMBERSHIP DUES. Mem?er Pgrees ‘0 PCy Memperhip aues upon executhion of this agreement as tollows
CASH d ve b el (TVPE ) CHECK

MEMBERSHIP PRIVILEGES. Membership iIr. good stana:ng shall entitle Member 10 Instruction N and use of the compiete
ine of Nautilus axercise equipment. togethel with the gvailable lock ers. showers. saunas oNd whitlpooi subject 1o the
rules and reQuiations of Fitness Center This membership s personal to Member ond Moy NC! be assigned. :ansfened or
celled except as otherw:se provided herein of by applicable law Failure to pay Ony membership dues as ogreed
‘:n result in the iImmediate suspension of Membership privileges

MEMBERSHIP RULES. Member agrees to abide by all club rules ond workout reguiations of the Fitnass Center in effect
from time to tirme Al training equipment will be used only 1IN the Method and manner directed by Fness Center
parsonnel Workout methods may chonge from time to time as Nautilus research Indicates

HOURS. Fitness Center will De open for workouts Zunng hours that e deemed reasonadie by Fitness Center These
ROurs May chonge within 1eason at the aiscrehon of Fitness Center At its sole discretion Fitness Center may be closed
on any recognized state federal or religious Noliday onc for reasonabig vacation pernocs provided that the term of
this ogreement shail include an extension ¢f the term of this agreement for any time 1N excess of twe consecutive Joys
that the Fitness Center 1s closed .

RELEASE. Member ogQrees tnat oif exexcises sholl be uncertaken gt Member's soig risk ong Fitness Center. its officers.
ogents Or empioyees shail "ot be hable for, and are hereby reieased hom ony Claim gdemanas octions of courses of
ochion whatsoever for injunes Of dJomages to Member's person of property ansing out of ¢r in connechor with the use
by Member of the services and facilitias of Fitress Center or The premises where the sc™e are 1ocated

RE AGREEMENT. This written agreement reprasents the entite membership ogreement e-ther direc! ¢* mpued ond
e Ore NO other binding ogreements either wniten or orol

CANCELLATION. MEMBER MAY CANCEL THIS AGREEMENT AT ANY TIME WITHIN THREE (3) BUSINESS DAYS AFTE 2 RECEIPTOF
ANY EXECUTED COPY OF THS AGREEMENT BY NOT: wmo FITNESS CENTER INWRITING ANY SUCH WR.TTEN NOTFICATION
SHA_L BE DELIVERED IN PERSON OR BY CERTFES CF REGISTERED MAIL AND IF MAILED SHAL. BE PCI™ARKED RY
MISNIGHT OF THE THIRD BUSINESS DAY AFTER RECE =7 c= ANEXECUTES COPY OF THRIS AGREEMENT IF NEMBIR CANCELS
THIS AGREEMENT WITHIN T=REE (3) BUSINESS SAYS F.7NESS TENTER SmALL REFUND TO MEMBER ANY PAY* 1ENTS MADE
HEREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBER 1S POSSIBLE AND THE MEMBE R 1ISBOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOOSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DIURING THE MEMBERSHIP TERMS AND THAT DISABILTY
1S CONFIRMED IN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B03(A) and (B)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERIND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY. IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS ID., S14-12B8-04(A).

MEMBERSHIP INFORMATION

Accress W Cnty 20
J Age

Momed Single _____ Spouse’s Name

/ Q uJ~c/<,¢:II<_
Horme Phone B{j}ess‘ L7C£4’ X
Employer ype of Business "/

| AU
Present Position . Group PN

~1

\

- TC T B ’/’
Signature of Purchaser -DWT/ %_%J l Dore\ Sﬁ_,-/_l///
— O LI

Signature of Paent or Guaragion \J‘Sngnoluv‘g of Ag C}Zr
M1 irdec 1R Janr of 0Qe- Greanspnng Fitness
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Source New Membership No

MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT : :100€ Ut v
Keaneth Meore ("Member™) and GREENSPRING FITNESS CENTER

("FITNESS CENTER ) locatea o ~ails & vore, 72008
MEMBERSHIP DUES are S 33. for ths & Near mem befS”\ . 'D
membership which shall be o aterm ot 1 37. T tn.tation fee ¥ per month R34 s,

commencing C"J lj! 19 $1 ona ending on E:Jl aj] 19 Yy

PAYMENT OF MEMBERSHIP DUES. Member ogree "0 pcy mMempership dues upon _ex"eg;,mon of this agreement as foliows:
6‘ é q Pestdakd

CASH CHARGE TvPE) [ q D . CHECK

i
ERIEs
MEMBERSHIP PRIVILEGES. Membpership Ir good s*onding shall entitle MemBer to Instrichion in ond use of the complete
line of Nauhius axerCise equipment. together w *h the ovailoble lockers. showers. SounQs NG whiripool subject tothe
rules and reguictions ot Fitness Center This mer dership s personal to Member and may No: be assigned. transtered or
conceiled except as Otherw:se piovided hereir o by applicable low Falure 1o pay ony Mmembenship dues as agreed
QII result in the iIMmMeaiote suspension of membership privileges

MBERSHIP RULES. Mermber ogrees to otide by all Club nulés and workout raguiahions of the Fitness Center in effect
from time to tirme All raining equipment will Da used only N the method and manner direc'ed by Fitness Center
personnel Workou! methods may chonge fror time 1o time as Noutilus research inaicates

HOURS. Ftress Center will be ocen for workoL*s Junng hours that are deemed reasonadle by Fitnass Center Thase
noUrs May change within reascr at the aiscrelan of Fitness Center At its sole discretion. Fitness Center May be closed
on any recognized state. feders O reh@gious NG day ONd fOr reasoNCDIe vOCTHCH Denccs oroviaad *hat the term of
this cgreement shail inClude ar extension cf the *erm of this ogreement for any time N excess of *we consecutive Adays
that the Fitness Center 1s closec

RELEASE. Memper agrees tnat o exercises she be undertoken at Memper's scle nsk ar.g Fitress Center. its officers
ogents or empioyees shall not be lable tor. oNc are hereby released fom any oM demanas OC*IoNs Of Courses of
ochon whatsoever for injunes Cr 3amaoges 1o Member's person o property ansing out of ¢1 in connection with the use
by Member of the sarvices anc faciities of Fit~ass Center or the premises where tha so~e cre located

ENTIRE AGREEMENT. This written cgreement rgpxesents the entire membership ogreemen! e-the: direct o imphed angd
g ore NC othex biNaiNg ogreements aither wniften or ool

CELLATION. MEMBER MAY CANCEL THIS AGZEEMENT AT ANY TIME WATHIN THRES (33 BUSINESS TAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF TH'S AGREEMENT BY NCTPWING FITNESS CENTER INWRITING ANY 3UCH A7 TEN NOTFICATION
SHALL BE DELIVERED IN PERSON OR Bv CERTFEZ QR REGISTERED MAIL AND F NMAILED SHAL. 37 PCSTMARKED RY
MIDNIGHT OF THE THIRD BUSINESS DAY AFTER RECZ 2T OF ANE XECLTEC COPY OF THIS AGREE*AENT £ A 'EMBER CANCELS
THIS AGREEMENT WITHIN TRREE 7235 BUSINESS ZA-S FITNESS CENTER S=AL. REFUND TC MEMBER 28v PAYMENTS MADE
HEREUNDER - T T

NO OTHER FORM OF CANCELLATION OF THIS AGIeSEMENT BY MEMBENR 1S POSSIBLE AND THE MEMBE ?1S BOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOCSES NOT TO USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISABILTY
1S CONFIRMED IN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OFf THE CONTRACT. ID.
$14-12B-03(A) and (B)

{F THE FACILITY IS CLOSED FOR A MONTH OR MCRE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY, IN
WHICH CASE THE CHOICE OF REMEDY 1S THE SELLERS 1D, $14-12B-04( A). -

MEMBERSHIP INFORMATION
Addess_[74'3% gg F&I!S _E.J_EM_X ) City m;)i/ltJ‘DkL 2D O’leli

Mortied __é Single ____ Spouse’s Nome ' Age
Home Phone /7//7/g ?-Bgo Business Phone 33.3 'Jé?’/
Employer 3% % Q‘r //”(’fy /a//‘?ﬁ/ Type of Business &;l’% I%’/’T/'/y 1&”@0%6’3

Present Position w/ r@%f_}@/ﬁ%rwp .
Signature of Pulchusaalqﬁgj ///[‘ZIZC \ Date & /2 '?7
< rr

Signature of Parent or Guardion Sagnolére of Agent for
(f under 18 yeors of oge) Greenspnng firess Center
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Source NW—NS—/

MEMBERSHIP AGREEMENT

D Empiovee

THIS wmmncmmm ST OSe Le s 2o
A Sheaw ("Member”) and GREENSPRING FITNESS CENTER

("FITNESS CENTER") locotea of Fa:s & Ve =. cads
MEMBERSHIP DUES are § L 3R for this = Ve ac Membopshi o
membersnip. which shall be ftor o term ¢t / %7 7P [KaW e bl:fc/') QQ' / (ltotf me /Ttl/ll% ~ 23 mcs

commencing L€ > 1¢§SS( ond ending on \\\-/NC 3 19 i s
PAYMENT OF MEMBERSHIP DUES. Member ogrees 1o pcy mempership Ques upon execution of this ogreement as tollows:
CASH CHARGE (TVPE) “CHECK D

L__/

MEMBERSHIP PRIVILEGES. Membership ir gocd standing shall entitie Member to Instruction in and use of the complete

line of Nautilus axercise equipmer:t. together with the agvailabie Iockers. showers. saunas and whirlpool. subject to the

rules ond reguiotions of Fitness Center This mermbership s personat to Member and may No: be assigned. transtered or

‘nceﬂed except as otherwise provided rerein o by applicable law Failure to pay any membership dues as agreed
all result in the iIMmedigte suspension of Mmembership privileges

MEMBERSHIP RULES. Member agrees 10 ouoe by all Club rules and workout regquiations of the Fitness Center In effect
from time to time All raining eqQuipment witl be used only N the method ond manner directed by Fitness Center
personne Workout metnoas may change from time to time as Noutilus research ingdicates

HOURS. Fiiness Center will be open for workouts dunng hours that are gsemed reasonadle by Fitness Center These
hours may change within reason ot the aiscretion of Fitness Center At its sole giscretion. Fitness Center may be closed
on any recogrized state federa of religious ~ohday ond for reasonabie vocahon pernodls provided that the term of
this ogreement shall nclude on extension ¢f *ne term of this ogreement for any hme in excess of ‘we consecutive doys
that the Fitness Center 1s ciosed

RELEASE. Mempex agrees that oll exexcises s~all be uncertaken at Mempers sc'e nsk orng Fitness Center. its officers
ogents or empioyees sholl Not be 1oble for. ©nd are hereby released form ony C.aIm demanas. 0ctions or courses of
action whatsoever 1or iInjurnes of domages 1 Member's person of property ansing out of Crin connecton with the use
by Member cf the services and tacihties of F *ness Center o the premises where 'the so™e ore 1ocoted

TIRE AGREEMENT. This written agreemert reprasents the entire members™ip ogreement ether drect Crimplied ond
e ore No othar biNdINg agreements eitr.er written or oral

CANCELLATION. MEMBER MAY CANCEL THIS ASREEMENT AT ANY TIME WITHIN THIRES ( 3)BUSINESS CAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF TH'S AGREEMENT BY SNOTIFVING FITNESS CENTER IN WRTING ANY SUCH WRTTEN NOTIFICATION
SHALL BE DELIVEREC IN PERSON OR 87 CE< FIED Ofv REGSTERED MAIL AND 7 MAILED SHAL. BE PCSTMARKED BY
MIDNIGHT OF T=E THIRD BUSINESS CAY AFTER “2 CEIPTOF ANEXECUTED COPY OF "=IS AGREEFAENT 'F MEMBER CANCELS
THIS AGREEMENT MTmN THREE 73 BUSINESS TAYS FITNESS TENTER SmAL. REFUND 1O MEMBER A'yY PAYMERTS MADE__
HEREUNDER '

NO OTHER FORM OF CANCELLANON OF THIS AGREEMENT BY MEMBER 15 POSSIBLE AND THE MEMBER 1S BOUND TO PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOOSES NOT TG USE THE FACILITIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISARILITY
IS CONFIRMED iIN WRITING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B-03(A) ana (B)

If THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERIND. EXCEPT IF THE CLOSING IS NOT THE FAULT OF THE FACILITY. IN
WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS. ID.. $14-12B-04(A). ’

MEMBERSHIP INFORMATION

Addess 22/0 5 FORK RO cy LARK Tow g0 2//2C
Mamea _ &~ Single Spouse’s Nome DIAROR  m \?'/“/7/0/( Age 32
Home Phone 3C (=3 S 7= 5075~ Business Phone 37~ 335 -47(5

empioyer L1677/ Edl ype of Business A Pee 7 EXL 3

Present Position FI[L D  SELpIcCE kﬁfoé\ Group

Signature of Purchaser /j,)/%/( /5‘/{@&(, _,— Date i 3~ >
4 it BT

Signature of Paent o Guardion S/gnoiuve ol Agent for '
T unde 1R jane o yge Grearsonng Fimeass Center
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Source New Membership No

MEMBERSHIP AGREEMENT

THIS MEMBERSHIP AGREEMENT < i1°Coe Letweer:
Tre. P Pu pcl ("Member™) and GREENSPRING FITNESS CENTER

("FITNESS CENTER™) locatea o F i s & Ve, RCODs
MEMBERSHIP DUES are $ | 2% 00 forths R veu o membersing .
membership which shali e for aterm ot 13279 b ationfee | @(J ek foe 29 mea

commencing rﬂ)l«l 3] 1921 _ana ending on /776 \/ 3/ 19 9¢
PAYMENT OF MEMBEI?SHIP DUES. Mermber ogrees {0 pcy mempership dues ugon execution of this ogreement as follows:
CASH crarGE (Tvee) __LJI15A fl [ creex

MEMBERSHIP PRIVILEGES. Membershup i good standing shall entitie Member to instruction in and use of the complete

line of Noutiius axercise equipment. together with the available lockers. showers. saunas and whirlpool. subject 1o the

rules ond reguictions of Fitness Center This membership s personal to Member ond moy no! be assigned. transfered or

cancelled excep! as othenvise provided herein of by applicable iaw Failure to pay ony membership dues as agreed
‘10“ result In the immeciate suspension of membership privileges

MEMBERSHIP RULES. Member ogrees to obide by all club rules ond workou ! raguiahions of the Fitness Center in effect
from time 1o tirme Al ftaining equipment will be used only IN the methoc and manner directed by Fitness Center
personnel Workou! methods may change from time to ime as Noutilus resecrch indicates

HOURS. Ftness Canter will be open for workouts dunng hours that are Jdeemed reasonadie by Fitness Center These

Rours May chonge within reason at the aiscreton of Fitness Center At its so-e discretion. Fitness Center may be closed

on any recognized state federal or religrous holiday ongd for reasonobie v ocahion Perocs provided that the term of

this ogreement shall nclude an extension cf the term of ths agreement for ony 1ime 1N excess of twe consecutive doys
. that the Fitness Center 15 Closed

RELEASE. Member ogrees tnat all exercises shall be unaerntaken at Memper's sole risk ond Fitnass Ceanrter. its ofhcers
ogents or emplioyees shall Not be hable for, Ond are hereby relecsed from ony Claim demanas. actions or courses of
action whatsoever for iInjunes or damages 1o Member's person or property arsing out of ¢ in connection with the use
Dy Membex of the services ond faciiitias of Fitness Center or the premises ~here the same are 1I0CC’ed

NTIRE AGREEMENT. This wnitten agreement represents the entire members™ o agreement ether dirgc! orimpned ongd
66 Ore NO Other bINGING ogreements either written or oral

CANCELLATION. MEMBER MAY CANCEL T=IS AGREEMENT AT ANY TIME WATHIA, THREE ( 3V BUSINESS CAYS AFTER RECEIPTOF
ANY EXECUTED COPY OF TS AGREEMENT BY NOTIFVING FITNESS CENTER INWR'TING ANY SUCH WRITTEN NOTIFICATION
SHALL BE DELWVERED N PERSON OFR 87 CERTIFIED O REGISTERED MAIL AND IF MAILED SHAL, BE PCSTMARKES RY
MIDNIGHT OF THE THiRD 8USINESS DAY AFTER RECEIPTOF ANE XECU’E"‘ COPVY DOF ™HIS AGREEMENT F MEMBER CANCELS
THIS AGREEMENT WIT-IN THREE (33 BUSINESS TAYS FIINESS TENTER SHALL %IUND 10 MEMBER ANY PAYMENTS MADE
HEREUNDER

NO OTHER FORM OF CANCELLATION OF THIS AGREEMENT BY MEMBE R 1S POSS :BLE AND THE MEMBE R 1S BOUND TC PAY ALL
MONIES AS AGREED EVEN IF THE MEMBER CHOQOSES NOT TO USE THE FACIL'TIES OF FITNESS CENTER

IF A CONSUMER BECOMES DISABLED FOR AT LEAST 3 MONTHS DURING THE MEMBERSHIP TERMS AND THAT DISARILITY
IS CONFIRMED IN WRMING BY A PHYSICIAN. THE CONSUMER HAS A RIGHT TO AN EXTENSION OF THE CONTRACT. ID.
$14-12B03(A) and (B)

IF THE FACILITY IS CLOSED FOR A MONTH OR MORE. THE CONSUMER ALSO IS ENTITLED TO HIS CHOICE OF ETHER AN
EXTENSION OF THE CONTRACT OR PRORATED RERUND. EXCEPT IF THE CLOSING 1S NOT THE FAULT OF THE FACILITY, IN
~ WHICH CASE THE CHOICE OF REMEDY IS THE SELLERS (D .S14-128-04(A).

NMEMBERSHIP iINFORMATICN

7 pcoes__ T . Papel 4 Tuder Coudl cny Ludhewdle  z0 21087
Marmed __ZSmgle —____ Spouse’s Nome Leslie : Age-—-lgj—-
Home Phone Stl-04%] Business Phone 518 -S171S
Employer ype of Business ?'\*\\116\ C Q/M
Present Position Group
Signature of Purchuser \Z/Lﬁ 7’%/:4/{/ D(zgj 43//8?

Signature of Paent or Guarcion %ghc:o?eﬂ of Agent for
(3 18 ey of nged - Greensphng Fitness Center
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The Greenspring Fitness
. Center in the Greenspring
* Station is celebrating its 10
: year anniversary this month.
i~ More firming, shaping,
. and toning will take place as
* local. residents of all ages
v help celebrate. “We have be-
come a part of many peoples’
i lives,” said owner Jordy
Bmettl ~“We want all our -
friends to join in the
~ excitement.”
o Greenspring Fitness Center -
" provides supervised Nautilus
* training, computerized car-.

Greenspring Fitness Center
Atthe Greenspring Racquet Club

GREAT NEWS!

' YouVe been selected by Universal Promotions in conjunction with the Greenspring Fitness Center as one of
the recipients of a 2 Year Health Club Membership to Baltimore’s premier Fitness Center. That's correct. as
Baltimore Sun, Greenspring Fitness Center is celebrating its 10 year anniversary by honoring

seen in the
these promotional memberships.

Your membership gives you unlimited use of the following:

* Nautilus—2 complete lines of circuit training
* Olympic Free Weights

* Lifecycles—computerized aerobic training

¢ Individualized state-of-the-art instruction

¢ Whirlpool .

+ Sauna—separate for men and women

* Steam Room

nationwide
Pro-shop

¢ Much, much more

Greensprmg Fltress Center
Celebrates 10 Year Anmversary

" A limited number. o .

. v“' ' speczal promotional membersths available
| . By GERALD MORREALE C
e e e . diovascular conditioning and

.

N

relaxing sauna and steam
areas to the northern Baliti-
more County area. State of

. the art with that personal

* Individual Locker, Shower and Vanity areas
Membership honored at over 2,500 clubs

- touch is the specialty at this
. service oriented club.

"As part of the gala event, a
limited number of promo-
tional memberships will be
awarded. These memberships
will be selected at random,
and presented to a few lucky
individuals.

August 14th will be the kick-
off date of this month long
event,

Snack bar and lounge
Open 7 days aweek

This membership is valued at over $600.% and is being offered to you, subject to maintenance dues of

$69 per year on a two year basis.

-—TO CLAIM YOUR MEMBERSHIP —
='-|(U'i‘ur ssCopt i ’

1\I"mh|(|“ (AR
sisnune il e bt

Bring this notice to the Green!
betveen 10am and 9 pan. Ko
this noti- < isnoetaaimed onotte

-

This offer may also be used by a friend or relative.
Simply give them this letter or bring them with you when
you visit the club. Current members not eligible.

" Falls & Valley Roads (At the Greenspring Racquet Club)
Lutherville, M 021093 (:501)828 -5328

iy e

I

|

]
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APPELLEE'S ANSWER TO PETITION AND AMENDED COUNTERCLAIM

Preliminary Statement

This is an appeal from the Decision and Order ("Decision")

and Supplemental Order of the Consumer Protection Division

finding that the appellants, Dumbbells Associates, Ine., Scott

Scala and Jordan Binetti, sold two-year paid-in-advance

memberships to nearly 800 consumers in violation of Maryland's

Health Club law and Consumer Protection Act. Specifically, the

Decision found that Appellants (Respondents below) collected more

than $100,000 in advance payments from those consumers without

posting a bond to protect those advance payments and without

disclosing material information to consumers as required by the
Health Club law.
Maryland's Health Club law, Md. Com. Law Code Ann., §§ 14-

12B-01 through 14-12B-08, was enacted to protect consumers who

made advance payments to health «clubs and then suffered




substantial losses when the elub closed and no assets remained to

pay refunds. The General Assembly addressed the problem by

requiring any health club that collects more than three months'
payment in advance from members to give the Division a bond to
protect the advance payments should the ec¢lub go out of

business. Md. Com. Law Code Ann., § 14-12B-02(e). The Health

Club law also required each club to register with the Division
and to disclose in every membership agreement whether the club
was registered and whether it had posted a bond. Md. Com. Law
Code Ann., §§ 14-12B-02(a) and 14-12B-06.

Appellants sold two-year promotional memberships to
consumers in May-August 1989 and charged an "initiation fee" of
$137.76 and "monthly dues" of a penny per month. Stipulations
Regarding Facts and Documents at Y 10-16, adopted in Decision at
2, 1 1. Although Appellants had not posted a bond with the
Division, in many cases Appellants collected the entire $138 at
the time the consumer joined and, even if the full cost was not
collected up front, Appellants made no effort to collect the
"monthly dues." Decision at 2-3, 99 4 and 6. The Decision
concluded that the $138 was, in fact, payment for future services
and that the Appellants labelled the payment an initiation fee to
evade the bonding requirement of the Health Club law. Decision
at 4-8; Supplemental Order at 2-3, {5. The Division ordered
Appellants to post the security required by the Health Club law
and to refund payments attributable to the period in which no

bond was posted. Decision and Order at 10, Y2 and 12, ¢ 4.




The Decision also found that Appellants' membership
agreements failed to disclose under the heading "Notice of
Consumer Rights™ as required by § 14-12B-06 of the Health Club
law, whether Appellants were registered with the Division (they
were not) and whether they had posted the required bond (they had
not). Decision at 4. The Decision concluded that, by failing to
make the required disclosures, consumers were denied information
that the General Assembly deemed material to a consumer's
decision to join the club. Decision at 8-9. Accordingly,
Appellants were ordered to offer each consumer who was not given
the disclosures the opportunity to rescind the agreement and

receive a full refund. Decision at 9 and at 10-11, ¢ 3.

S

The more than $100,000 in advance payments ‘made by 800
consumers to Appellants remain at risk. Appellants have not
provided the Division with any security to protect the advance
payments collected. Nor have Appellants refunded any advance
payments to consumers or offered consumers the opportunity to
rescind their agreements. Not only have the Appellants failed to
comply with the Division's Order, Appellants are placing even
more consumers at risk by offering yet another promotional
membership 1like the one found by the Division to require
bonding. The Appellants continuing failure to protect consumers
as required by the General Assembly in the Health Club law cannot

be tolerated. This Court should Order Appellants to comply with

the Division's Order.




Answer to Petition

Specifically answering Appellants' Petition, Appellee
Consumer Protection Division (Proponent below):

1. Admits paragraph 1.

2. Can neither admit or deny paragraph 2, however, to the
extent that paragraph 2 implies that the actions of the Division
were contrary to law, the Division denies paragraph 2.

3. Denies paragraphs 3A, 3B, 3C, 3D, 3E, and 3F.

4. Paragraph 3G requires no admission or denial. The
Division affirmatively asserts that this paragraph of the

. petition does not "set forth the error committed by the agency"
as required by Maryland Rule B2(e) and should be stricken.

Counterclaim

The Consumer Proteetion Division, pursuant to § 13-403(c)(2)
of the Consumer Protection Act, Md. Com. Law Code Ann., §§ 13-101
through 13-501 ("the Act") counterclaims against Appellants for
specific performance of the Decision and Order dated October 26,
1989 and the Supplemental Order dated January 31, 1990 of the

' Division in Case No. 89-020.

B

A iy

1. Pursuant to Md. Com. Law Code Ann., §§ 14-12B-08(a) and
13-403, the Division issued a Cease and Desist Order dated August
29, 1989 against Appellants Dumbbells Associates, Ine., Scott

Scala and Jordan Binetti.

2. On September 7, 1989, Appellants filed a request for a

hearing on the Division's Order and, on October 3, 1989, a publiec




hearing pursuant to § 13-403 of the Act was held before William
Leibovici, Assistant Attorney General and Chief of the Consumer
Protection Division. ,

3. The Decision and Order of the Consumer Protection
Division was issued on October 26, 1989, requiring Appellants to
take affirmative action as set forth therein. However, the
Division offered the parties the opportunity to request an
additional hearing to address the relief set forth in the
Division's Order.

4, Both parties requested that a supplemental hearing be
scheduled and second hearing was held on November 17, 1989 before
William Leiboviei. The Division then issued the Supplemental

Order dated January 31, 1990, requiring the Appellants to take

affirmative action as set forth therein. [ ———

5. To date, Appellants have failed to comply with the
provisions of the Decision and Order and of the Supplemental
Order.

WHEREFORE, Appellee, the Consumer Protection Division prays
this Court:

l. Dismiss Appellants' appeal.

2. In the alternative, find against Appellants on each and
every error alleged in their Petition.

3. Find in favor of Appellee on each and every issue raised
on appeal.

4. Award Appellee judgment on its Counterclaim and order

Appellants to comply with each and every provision of the

Decision and Order of the Consumer Protection Division issued




October 26, 1989 as modified in the Supplemental Order issued
January 31, 1990.

5. Pursuant to Md. Com. Law Code Ann., § 13-410, assess
civil penalties against each Appellant for each day that the
Appellants have failed to comply with the Decision and Order and
Supplemental Order issued by the Consumer Protection Division,

6. Award Appellee attorneys' fees and the cost of this
proceeding as well as all costs awarded below.

7. Award the Division any and all further relief as is

necessary and proper.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

By:

STEVEN M. SAKAMOTO-WENGEL

Assistant Attorney General

Consumer Protection Division

Sixteenth floor

200 St. Paul Place

Baltimore, Maryland 21202
Dated: Telephone: (301) 576-6350

SSW: DBANSWER




CERTIFICATE OF MAILING

I hereby certify that, on this 14th day of May, 1990, a copy

of Appellee's Answer to Petition and Amended Counterclaim was

mailed, first class postage prepaid, to Appellants' attorney,

Melvin J. Kodenski, Kodenski and Canaras, 19 E. Fayette Street,

Suite 301, Baltimore, Maryland 21202.

A i

Steven M. Sakamoto-Wengel
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MEMORANDUM OF DUMBBELLS ASSOCIATES, INC.,
JORDAN BINETTI AND SCOTT SCALA, PETITIONERS

Dumbbells Associates, Inc., Jordan Binetti and Scott
Scala, by their attorneys, Melvin J. Kodenski and Kodenski and
Canaras, files the following Memorandum in the above-captioned
case:

I. Facts.

That this case is an Appeal from the Decision of the
Division of the Consumer Protection Division Office of the
Attorney General concerning various contracts used by Dumbbells
Associates, Inc. in the health club known as Greenspring Fitness
Center, Inc. and more particularly, certain promotions that they
were offering. The Consumer Protection Division Office of the
Attorney General based their Decision on the testimony, exhibits
and representations made at a hearing on October 3, 1989, and as
further evidenced by a written Decision of October 26, 1989 and
January 31, 1990, made a part of this case.

At the actual hearing was testimony given by witnesses
on behalf of the Petitioners, Stacey VanHouton, John Shipley and

Scott Scala, as well as various exhibits submitted on behalf of




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE. MARYLAND 21202

the Petitioners. The testimony presented by the Consumer
Protection Division Office of the Attorney General was by
Kathleen Cranford and various exhibits submitted by the attorney
for the Consumer Protection Division Office of the Attorney
General.

The sum total of the hearing was reported in the
transcript filed in this case, consisting of less than one
hundred (100) pages.

ARGUMENT

There seems to be two basic questions that were discussed
and one was whether or not the contract being used violates Md.
Comm. Law Code Annotated Sec. 14-12b-06, for making or failing
to make required disclosures in the consumer contracts and
violation of Md. Comm. Law Code Annotated Sec. 14-12b-02 for
failing to post the required bond.

DISCLOSURE

The first argument concerning disclosure is generally
dealt with in the exhibits being submitted and the form of the
contracts being used and as indicated by Scott Scala on pg. 60
of the transcript, that the contract has been in use for over a
period in excess of four to five (4-5) years which is a period
prior to Scott Scala and Jordan Binetti and Dumbbells Associates,
Inc. acquiring their ownership of the club and it is maintained
that in the general reading of the contract it would indicate
that the terms and conditions required by the disclosure as

indicated in the law are met with in this contract and a general

-2-
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LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

and simple reading of said contract would indicate same and the
contract does not make any attempt to minimize the terms and
conditions of said agreement nor to reduce the size or minimize
any printed portions and certainly would be clear to anyone
reading said contract that no attempt was made to mislead the
public nor was there any testimony from anyone in this case that
there was any attempt to mislead the public and in fact, anyone
that did testify indicated that they were familiar with the terms
and conditions and the simple reading of the contract would not
confuse anyone.
BONDING

The next issue has to do with whether not there was a
required bond for the particular promotion that was in question.

It goes without saying that the particular promotion that
was being presented and is in question was one in which there
were six to seven hundred (600-700) memberships sold and that on
the basis of said promotion there was an initiation payment of
One Hundred and Thirty-Seven Dollars and Seventy~Six Cents
($137.76) with a payment to be made each month over twenty-four
(24) months at a penny ($.01) per month.

It is clear that the agreement provides for One Hundred
and Thirty-Seven Dollars and Seventy-Six Cents ($137.76)
initiation and then a penny ($.01) a month for twenty-four (24)
months. This was indicated by those people who had testified,
Stacey VonHouton, pgs. 6, 7 & 9 of the transcript. John Shipley

also indicated on pg. 32 of the transcript that there was a One

-3-
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Hundred and Thirty-Seven Dollars and Seventy-Six Cents ($137.76)
initiation fee and a penny ($.01) a month for twenty-four (24)
months which is again reiterated on pg. 42 of the transcript by
Mr. Shipley and is also pointed out by Scott Scala on pg. 71 of
said transcript.

The position of the Consumer Protection Division Office
of the Attorney General is that if more than three (3) months are
collected in advance, there must be a bond posted to cover the
amount collected.

The problem associated in this case is that the Attorney
General's Office wants to take a clear meaning of the contract
and the testimony that was given and make the One Hundred and
Thirty-Seven Dollars and Seventy-Six Cents ($137.76) payment
something other than what it really is, which was an initiation
fee which would clearly exempt these contracts from bonding
inasmuch as the law provides for an initiation fee of up to Two

Hundred Dollars ($200.00) which can be collected and in this
A

f
7

case, only a payment of One Hundred and Thirty-Seven Dollars an@f
Seventy-Six Cents ($137.76) was collected for an initiation fee
which is well under the allowable amount. There was no attempt
to try to push the initiation fee up to the limit and it is clear
and without contradiction on its face.

It is really interesting to note that throughout this
entire case, there has not been one complaint from one consumer,

the very persons for whom this was all enacted.
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It would have been a different story if there were
complaints made by consumers upon which the Consumer Protection
Division Office of the Attorney General acted on.

The one person who testified who took advantage of this
promotion, Stacey VonHouton, indicates that it was very clear
what she was paying and she is the type of person who thoroughly
reads the contracts, takes them seriously, and she realized that
the One Hundred and Thirty-Seven Dollars and Seventy-Six Cents
($137.76) was the initiation fee and that the penny ($.0l1) per
month was to be paid over a twenty-four (24) months period.

What better testimony could you have than that of the
consumer for whom the law was written.

Even the one person who testified for the Attorney
General's Office of the Consumer Protection Division, Kathleen
Cranford, indicated on pg. 30 that there was indication fee.

It could be argued that in some of the cases
approximately one hundred and twenty (120) or so the twenty-four
cents ($.24) was collected in advance and if that is so, then
that may be the only proper action taken by the health club.

The Attorney General's Office would like to have everyone
of these contracts declared void and all of the money refunded,
when in truth there have not been any complaints by consumers nor
has anyone made a claim against the health club or requested
their money back and at this late date, would create a stampede
or panic if everyone knew or thought that they were able to get

their money back when in fact, almost a year of their contract

-5-
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has elapsed without incident.

It goes without saying that the law was written to
protect the consumer and in this case, there have been no
consumer complaints and the Consumer Protection Division Office
of the Attorney General went out on their own to create problems
in a situation where none existed prior to their action and none
has existed since.

CONCLUSION

For these reasons and any other reasons to be stated in

any Supplemental or additional Memorandums, the Petitioner

requests a decision of the Consumer Protegtiog ivision Office
of the Attorney General to be rev?f/;anﬁﬁj

den k

Kodenski and Canaréé
19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners

CERTIFICATE OF MAILING

I HEREBY CERTIFY, that on this 30th day of April, 1990,
a copy of the foregoing Memorandum of Dumbbells Associates, Inc.,
Jordan Binetti and Scott Scala, Petitioners was mailed to Steven
M. Sakamoto-Wengel, Health Club Program Administrator, Office of
the Attorney General, Consumer Protection Division, 200 St. Paul
Place, 16th Floor, Baltimore, Maryland 21202-20Q22.

el

G:\MJK\802 Melvin 7. odeﬂski
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KODENSKI AND CANARAS

19 E. FAYETTE STREET

SUITE 301 HIGHLANDTOWN OFFICE

MEeLVvIN J KODENSKI BALTIMORE, MARYLAND 21202 412 S. HIGHLAND AVENUE

BARRY T. CANARAS

BALTIMORE, MARYLAND 21224

VIicTORIA A STEFFEN TeLeEPHONE (301) 685-5100 PHONE 563-9000

April 30, 1990

»@

Clerk

Circuit Court of Maryland ?\
for Baltimore City Q
Courthouse East @a$ ‘gd’ .
111 North Calvert Street R R S
Baltimore, Maryland 21202 KU g
Q\‘G \;‘ -
RE: Dumbbells Associates, IR., et al. vs. P

Consumer Protection Division
Case No.: 90059044/CL109816

Dear Mr. Clerk:

Enclosed herein please find a Memorandum of
Dumbbells Associates, Inc., Jordan Binetti and Scott Scala,
Petitioners with regard to the above-referenced case.
Kindly file accordingly.

Very truly yours,

~

!
Melvin J.' Kodenski

MJK/sjk
Enclosure
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APPELLEE'S ANSWER TO PETITION AND COUNTERCLAIM

Preliminary Statement

This is an appeal from the Decision and Order ("Decision")
and Supplemental Order of the Consumer Protection Division
finding that the appellants, Dumbbells Associates, Inc., Scott
Scala and Jordan Binetti, sold two-year paid-in-advance
memberships to nearly 800 consumers in violation of Maryland's
Health Club law and Consumer Protection Act. Specifically, the
Decision found that Appellants (Respondents below) collected more
than $100,000 in advance payments from those consumers without
posting a bond to proteet those advance payments and without
disclosing material information to consumers as required by the
Health Club law.

Maryland's Health Club law, Md. Com. Law Code Ann., §§ 14-
12B-01 through 14-12B-08, was enacted to protect consumers who

made advance payments to health clubs and then suffered




substantial losses when the club closed and no assets remained to
pay refunds, The General Assembly addressed the problem by
requiring any health club that colleets more than three months'
payment in advance from members to give the Division a bond to
protect the advance payments should the «c¢lub go out of
business. Md. Com. Law Code Ann., § 14-12B-02(e). The Health
Club law also required each club to register with the Division
and to disclose in every membership agreement whether thevclub
was registered and whether it had posted a bond. Md. Com. Law
Code Ann., §§ 14-12B-02(a) and 14-12B-06.

Appellants sold two-year promotional memberships to
consumers in May-August 1989 and charged an "initiation fee" of
$137.76 and "monthly dues" of a penny per month. Stipulations
Regarding Facts and Documents at ¢ 10-16, adopted in Decision at
2, 1 1. Although Appellants had not posted a bond with the
Division, in many cases Appellants collected the entire $138 at
the time the consumer joined and, even if the full cost was not
collected up front, Appellants made no effort to collect the
"monthly dues." Decision at 2-3, 99 4 and 6. The Decision
concluded that the $138 was, in fact, payment for future services
and that the Appellants labelled the payment an initiation fee to
evade the bonding requirement of the Health Club law. Decision
at 4-8; Supplemental Order at 2-3, 95. The Division ordered
Appellants to post the security required by the Health Club law
and to refund payments attributable to the period in which no

bond was posted. Decision and Order at 10, %2 and 12, ¢ 4.




The Decision also found that Appellants' membership
agreements failed to disclose under the heading "Notice of
Consumer Rights"™ as required by § 14-12B-06 of the Health Club
law, whether Appellants were registered with the Division (they
were not) and whether they had posted the required bond (they had
not). Decision at 4. The Decision concluded that, by failing to
make the required disclosures, consumers were denied information
that the General Assembly deemed material to a consumer's
decision to join the club. Decision at 8-9,. Accordingly,
Appellants were ordered to offer each consumer who was not given
the disclosures the opportunity to rescind the agreement and
receive a full refund. Decision at 9 and at 10-11, 1 3.

The more than $100,000 in advance payments made by 800
consumers to Appellants remain at risk. Appellants have not
provided the Division with any security to protect the advance
payments collected. Nor have Appellants refunded any advance
payments to consumers or offered consumers the opportunity to
rescind their agreements, Not only have the Appellants failed to
comply with the Division's Order, Appellants are placing even
more consumers at risk by offering yet another promotional
membership like the one found by the Division to require
bonding. The Appellants continuing failure to protect consumers
as required by the General Assembly in the Health Club law cannot
be tolerated. This Court should Order Appellants to comply with

the Division's Order.




Answer to Petition

Specifically answering Appellants’ Petition, Appellee
Consumer Protection Division (Proponent below):

1. Admits paragraph 1.

2. Can neither admit or deny paragraph 2, however, to the
extent that paragraph 2 implies that the actions of the Division
were contrary to law, the Division denies paragraph 2.

3. Denies paragraphs 3A, 3B, 3C, 3D, 3E, and 3F.

4, Paragraph 3G requires no admission or denial. The
Division affirmatively asserts that this paragraph of the
petition does not "set forth the error committed by the agency"
as required by Maryland Rule B2(e) and should be stricken.

Counterclaim

The Consumer Protection Division, pursuant to § 13-403(e)(2)
of the Consumer Protection Act, Md. Com. Law Code Ann., §§ 13-101
through 13-501 ("the Act") counterclaims against Appellants for
specific performance of the Decision and Order dated October 26,
1989 and the Supplemental Order dated January 31, 1990 of the
Division in Case No. 89-020.

1. Pursuant to Md. Com., Law Code Ann., §§ 14-12B-08(a) and
13-403, the Division issued a Cease and Desist Order dated August
29, 1989 against Appellants Dumbbells Associates, Ine., Scott
Scala and Jordan Binetti.

2. On September 7, 1989, Appellants filed a request for a

hearing on the Division's Order and, on October 3, 1989, a publie




hearing pursuant to § 13-403 of the Act was held before William
Leibovieci, Assistant Attorney General and Chief of the Consumer
Protection Division.

3. The Decision and Order of the Consumer Protection
Division was issued on October 26, 1989, requiring Appellants to
take affirmative action as set forth therein. However, the
Division offered the parties the opportunity to request an
additional hearing to address the relief set forth 1in the
Division's Order.

4, Both parties requested that a supplemental hearing be
scheduled and second hearing was held on November 17, 1989 before
William Leibovieci. The Division then issued the Supplemental
Order dated January 31, 1990, requiring the Appellants to take
affirmative action as set forth therein.

5. To date, Appellants have failed to comply with the
provisions of the Decision and Order and of the Supplemental
Order.

WHEREFORE, Appellee, the Consumer Protection Division prays
this Court:

1. Dismiss Appellants' appeal.

2. In the alternative, find against Appellants on each and
every error alleged in their Petition.

3. Find in favor of Appellee on each and every issue raised
on appeal,

4, Award Appellee judgment on its Counterclaim and order
Appellants to comply with each and every provision of the

Decision and Order of the Consumer Protection Division issued




October 26, 1989 as modified in the Supplemental Order issued
January 31, 1990.

5. Award Appellee attorneys' fees and the cost of this
proceeding as well as all costs awarded below,
6. Award the Division any and all further relief as is

necessary and proper.

Respectfully submitted,

. J. JOSEPH CURRAN, JR.
Attorney General of Maryland

/A{ 0//%// Il Sro

STEVEN M. SAKAMOTO-WENGEL
Assistant Attorney General
Consumer Protection Division
Sixteenth floor

200 St. Paul Place
Baltimore, Maryland 21202
Telephone: (301) 576-6350

By

SSW: DBANSWER




CERTIFICATE OF MAILING

I hereby certify that, on this 26th day of March, 1990, a
copy of Appellee's Answer to Petition and Counterclaim was
mailed, first class postage prepaid, to Appellants' attorney,
Melvin J. Kodenski, Kodenski and Canaras, 19 E. Fayette Street,
Suite 301, Baltimore, Maryland 21202.

D7 A L

Steven M. Sakamoto-Wengel
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J. JOSEPH CURRAN, JR.
ATTORNEY GENERAL

JUDSON P. GARRETT, JR.
DENNIS M. SWEENEY

WILLIAM LEIBOVICI
CHIEF, CONSUMER PROTECTION DIVISION
ADMINISTRATIVE OFFICE
(301) 576- 6550
CONSUMER INQUIRIES
AND COMPLAINTS

DEPUTY ATTORNEYS GENERAL (301) 528-8662
HEALTH ADVOCACY UNIT
(301) 528- 1840
OFFICE OF THE ATTORNEY GENERAL
CONSUMER PROTECTION DIVISION
200 SAINT PAUL PLACE
BALTIMORE, MARYLAND 21202-2022 WRITER'S DIREGT DIAL NO.
- 576-6557

D.C. Metro 470-7534
TTY for Deat Balto. Area §76-6372 D.C. Metro 565-@451._
All other areas 1-800-492-2114 tone 870892
Telecopier No. (301) 576-6404

Marech 21, 1990 .1’ FILED ‘

" MAR 21 199,
Clerk » C’RCU/ i eo
Circuit Court for Baltimore City : BALnMoRgiZFOR
111 North Calvert Street, Room 462 Lu“h ‘ ITy

Baltimore, MD 21202
Re: Dumbbells Associates, Inc. v. Consumer Protection
Division
Case No.: 90/059044
CL 109816

Dear Sir/Madam:

Attached is a true copy of the record in Administrative File
No. 89-020. The attached files consist of 1 Pleading File; 1
Correspondence File; 1 Transcript File; and 1 Exhibit File. The
originals of these files are maintained at the Office of the
Attorney General, Consumer Protection Division.

Sincerely,
Mary B. Wiggins
Custodian of Records
Administrative Proceedings
MBW: CLERK
Attachments

ce: Melvin J. Kodenski, Esq.
Steven Sakamoto-Wengel, Esq.



I HEREBY CERTIFY on this 21st day of March, 1990 that the

attached Pleading File; Correspondence File; Exhibit File; and
Transcript File are True Copies of the original papers in the
Consumer Protection Division of the Office of the Attorney
General, in the administrative proceedings file regarding

Dumbbells, Consumer Protection Case No. 89-020.

Mares B Wigoion

Custodfan of Recdrls
Administrative Proceedings




DUMBBELLS ASSOCIATES, INC., * IN THE cil E[_)

et al, -
* CIRCUIT COURT MR 15 &

Petitioners,

* FOR w2 coy
ve BAL”MORERCT FOR t/
. BALTIMORE CITY Ity i
CONSUMER PROTECTION DIVISION ‘
* Case No. 90059044/
Respondent CL109816
*
*
APPEAL FROM THE
* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
* * *
® RESPONDENT'S OPPOSITION TO

PETITION FOR STAY
AND REQUEST FOR HEARING

The Consumer Protection Division, Office of the Attorney

General, State of Maryland ("Division") opposes the petition for

stay filed by Dumbbells Associates, Inc., Scott Scala and Jordan
Binetti ("Appellants"). More than $100,000 in advance payments

made by almost 800 consumers to the Appellants for services at

the Greenspring Fitness Center are at risk because the Appellants

. have failed to post the bond to protect those payments required

by the Health Club law and by the Division's Order.

Additionally, the Appellants are placing new consumers at risk by
continuing to run promotions similar to the one the Division
found to require bonding under the Health Club law.

The Health Club law, Md. Com. Law Code Ann., §§ 14-12B-01
through 14-12B-08, was enacted to protect consumers who make

advance payments to health c¢lubs by requiring any club that

\
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collects more than three months' advance payment from members to
post a bond with the Division to protect those payments if the
club were to close. The Division found that Appellants violated
the Health Club 1law by collecting payment in full of $138 for
two-year promotional memberships from approximately 800 consumers
without posting the required bond to protect the payments
collected. See Decision and Order, October 26, 1989, Consumer

Protection Division v, Dumbbells Associates, Inc., et al., Case

No. 89-020 ("Decision"), appended hereto as Attachment 1;
Supplemental Order, January 31, 1990, appended hereto as
Attachment 2. The Division ordered the Appellants to post a bond
to protect the memberships sold. Decision at 10, 92. The
Division also ordered the Appellants to refund to each consumer
no later than March 2, 1990 all payments covering the time for
which Appellants operated without the bond. Decision at 12, %4;
Supplemental Order at 2, Y4.1/

Maryland Rule B6 provides that "filing of an appeal shall
not act as a stay" but that this Court may grant a stay upon
provision by the appellant of a bond or other security.
Appellants contend that enforcing the Division's order will cause

them "economiec and financial hardship." However, staying the

1/ The Decision and Supplemental Order also required the
Appellants to offer the opportunity to resecind to consumers whose
membership agreements did not include disclosures required by the
Health Club law that would have put those consumers on notice
that Greenspring did not have the required bond. Decision at 10-
11, 93; Supplemental Order at 1-2, 491-3. However, if Appellants
post the required health club bond, the rights of these consumers
to rescind and receive a refund will presumably be protected.
Accordingly, staying that portion of the Division's Order will
not place consumers at risk if the Appellants post the required
health club bond.




Division's Order without requiring Appellants to post a bond may
cause "economic and finanecial hardship" for hundreds of consumers
who are denied the protection envisioned by the General Assembly
in enacting the Health Club law.2/ In fact, the General Assembly
considered the Appellants' violations so serious that they
authorized the Division to issue a Cease and Desist Order without
first conducting a hearing in these circumstances. Md. Com. Law
Code Ann., § 14-12B-08(a). While an appeal bond may be reduced

in "extraordinary circumstances," O'Donnell v. McGann, 310 Md.

342, 352, 529 A.2d 372 (1987), the circumstances here do not
warrant any such reduction,

Not only have Appellants failed to post the bond required by
the Order to protect the more than $100,000 in payments they have
already colleected, the Appellants have since engaged in yet
another promotion of the type found by the Division to require
bonding under the Health Club law. Affidavit of Kathleen
Cranford, appended hereto as Attachment 3. The Division's Order
found that Appellants' promotions sought to evade the health club
bonding requirement by collecting all or almost all of the
membership payment wup front but labelling the payment an
"initiation fee." Decision at 4-8; Supplemental Order at 2-3,
15. Despite the Division's Order and even though Appellants'
have yet to post a health club bond, Appellants' recent promotion

charges a $99 "initiation fee" and "dues" of $1 per month on a

2/ If this Court were to determine that a stay would be
appropriate based upon the posting of an appeal bond by
Appellants, the amount of the bond should be at least $200,000,
the maximum bond that Appellants could be required to post under
§ 14-12B-02(e) of the Health Club law.

-3-




one-year membership. Appellants collect $102 of the total $111
cost up front.

This is not the first time the Appellants have shown total
disregard for the law. Having been advised by the Division in a
June 5, 1989 letter that the promotional membership offered to
consumers in May 1989 violated the bonding requirement, the
Appellants, rather than post a bond, engaged 1in a second
identical promotion in July and August 1989. See Stipulations
Regarding Facts and Documents Y 13, 14, 19 and 22, incorporated
in the Decision at 2, ¢ 1.

Appellants' actions show that this Court and the consumers
who are members of Greenspring Fitness cannot rely upon the
Appellants' good faith to protect members' payments. Consumers
will only receive the protection they are entitled to under the
Health Club law if this Court enforces the Division's Order.

REQUEST FOR HEARING

The Consumer Protection Division requests that an immediate

hearing be scheduled on Appellants' Petition for Stay.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

By : ;//}Z /(A/L e

Steven M. Sakamoto-Wengel
Assistant Attorney General
Consumer Protection Division
200 St. Paul Plaza

Sixteenth Floor

Baltimore, Maryland 21202
(301) 576-6350




CERTIFICATE OF MAILING

I hereby certify that, on this 15th day of March, 1990, a
copy of Respondent's Opposition to Petition for Stay and Request
for Hearing and Proposed Order was mailed, first class postage
prepaid, to Appellants' attorney, Melvin J. Kodenski, Kodenski

and Canaras, 19 E. Fayette Street, Suite 301, Baltimore, Maryland
21202.

Steven M. Sakamoto-Wengel
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CONSUMER PROTECTION DIVISION . IN THE CONSUMER
Proponent . PROTECTION DIVISION
V. * OFFICE OF THE
DUMBBELLS ASSOCIATES, INC., et al. * ATTORNEY GENERAL
Respondents * OF MARYLAND
.

Case No.: 89-020

*® L L *® &

DECISION AND ORDER

Preliminary Statement

On August 29, 1989, an ex parte Cease and Desist Order was
entered against the respondents pursuant to the provisions of Md.
Com. Law Code Ann. §14-12B-08(a) (all subsequent references are
to the Commercial Law Article of the code). On September 7,
1989, a request for an immediate hearing was filed by the
respondents and a hearing was scheduled for September 8, 1989.
That hearing was subsequently rescheduled twice at the
respondents' request first to September 12, 1989 and then to
September 15, 1989. On September 15, 1989, at a hearing on the
record the respondents requested a further continuance of the
hearing. It was originally rescheduled to September 22, 1989,
but was continued with the consent of both parties due to the
threat of Hurricane Hugo. The hearing was rescheduled for

October 3, 1989, at which time it took place.

Attachment #1




Findings Of Fact

1. The Division adopts as a portion of its findings of fact
the Stipulation regarding facts and documents filed by the
parties to this action. That Stipulation is attached hereto and
incorporated herein. The contracts entered into pursuant to the
promotions desceribed in that stipulation shall be referred to as
"promotional contracts."”

2. Stacy Van Houten, a witness for the respondents, entered
into a promotional contract for a two year membership on August
3, 1989, Her Visa credit card company charged her account the
full amount of $138.00.

3. Kathy Cranford, a witness for the proponent, called the
respondents' place of business on August 24, 1989 and was told by
an individual named Joe that the promotional two year membership
would be paid up front. There was no mention in that
conversation of an initiation fee.

4, John Shipley, a witness for the respondents, served as
the respondents' promoter during the two mailings, one in May and
the other in July of 1989. All of the respondents' employees
were instructed by Mr. Shipley to colleet only $137.76 from
consumers at the time of the sale, although many consumers paid
the entire $138.00 at the time of the contract. Mr. Shipley
discussed the Consumer Protection Division's concerns with both
of the individual respondents prior to the second mailing being

made,




5. The respondents did not collect any initiation fees
prior to the use of this promotion. According to Scott Scala,
respondent, the entire fee previously collected represented
membership dues.

6. The respondents did not make any efforts to colleect the
$0.01 monthly fees that may have been due and owing by customers
after they signed the promotional contracts. It was left up to
the customers to remember to pay this $0.01 fee. 1In comparison,
collection efforts were made for the larger amounts due and owing
under pre-promotional econtracts.

7. At the end of the two-year term of a promotional
contract, a customer would have to pay a fee in excess of $0.01 a
month in order to renew the contract.

8. The individual respondents, Jordon Binetti and Scott
Scala, are actively involved in the day-to-day operation of the
health club, each participated in the decision to use their form
contract, each participated in the original decision to engage in
this promotion and each participated in the decision to make a
second mailing of the promotion despite having been notified by
the Consumer Protection Division that the promotion was in

violation of the Health Club Services Act.

Conclusions Of Law

The facts are basically not in dispute. These facts
establish violations of §14-12B-06 for failing to make required
disclosures in consumer contracts and violations of §14-12B-02

for failing to post the required bond.




A, Disclosures

§14-12B-06 requires that every contract disclose enumerated
information under the heading "Notice of Consumer Rights." The
information required to be disclosed includes the seller's health
club registration number with the Division, a description of
whether the seller is bonded, the amount of the bond or, if not
bonded, an explanation of the basis for the seller's exemption
from the bonding requirements. The respondents' contract,
Proponent's Exhibit 7, contains neither the legislatively
mandated heading nor any of the required information listed
above.L/ Accordingly, each sale with this form contract of a
health club service agreement is a deceptive trade practice as
defined in §14-12B-08(b) and every use of this form contract in
selling health club services is a deceptive trade practice as
defined in §§13-301 (3) and (9) of ‘he Consumer Protection Act.

B. Bonding

A health club has to be bonded if it sells agreements for
personal, family or household use that obligate the buyers for
more than 3 months and require that the buyers pay more than 3
months' payments in advance. §14-12B-0i(b)(1). The General
Assembly requires this bonding so that if a health club closes
for any reason, the purchasers of health c¢lub services will be

assured of receiving a refund for the services they did not

l/The contract does contain other information required to be
disclosed by §14-12B-06, although the absence of punctuation
makes those disclosures unnecessarily confusing.




receive. A health club can avoid all bonding requirements if it
does not collect more than 3 months payments in advance because
the General Assembly concluded that in those instances the
purchasers' risk has been minimized and there is less likelihood!
of a closing immediately after a purchase.

The respondents' contracts are for personal use and obligate
the buyer for more than 3 months. However, although the buyers
are required to pay 99.87% of the total fees for the two year
membership at the time they enter into the contract, the
respondents assert they are not collecting more than 3 months'
payments in advance because each buyer pays an initiation fee of
$137.76 and is then supposed to pay an additional penny ($0.01)
each month throughout the two year contract,

§14-12B-02(i) establishes the irrebuttable presumption that
if any fees, including initiation fees, are collected of more
than $200 for an unspecified time period, the payments shall be
deemed to be payment for the initial two years of the buyer's
membership term. It also establishes the rebuttable presumption
that an initiation fee of $200 or less is not a payment for any
portion of the buyer's membership term.

However, bonding is required if more than 3 months' payment

is collected in advance.zj The proponent has submitted clear and

2/ There is no question that those people, like Stacy Van
Houten, who paid the entire $138.00 in advance paid for more than
3 months in advance. Regardless of the determination whether the
use of the penny-a-month payment plan avoids the requirement for
bonding, a bond was required to be posted to cover all of those
buyers who paid the entire fee in advance. By failing to post
that bond, the respondents violated §14-12B-02.




convincing evidence, although only a preponderance is required,
that the actual payment for the two year membership sold was made
up of a substantial portion of the claimed "initiation" fee in
addition to the penny-a-month fee. To begin with, the
promotional material used, Proponent's Exhibit 8, advises
prospective buyers, "This membership is valued at over $600.00
and is being given to you, subject to maintenance dues of $69 per
year on a two year basis." The contract states that the
"Membership dues are $138.00 for this 2 year membership.”
Respondents' exhibit 1. Although the contract goes on to break
down the membership dues between the claimed initiation fee and
the penny-a-month fee, it is clear from the terms of the contract
that most if not all of the $138.00 is dues for the two year
membership. This evidence is adequate to establish that the
respondents were collecting more than 3 months' payment in
advance. The proponent has overcome the presumption established
by §14-12B-02(i) that fees of $200 or less that are not tied to
specific future services do not constitute advance monthly
payments.

An initiation fee, even one less than $200.00, has to be a
real initiation fee. When initiation fees were subject to excise
taxes prior to the Excise Tax Reduction Act of 1965, Section 4242
(b) of the Internal Revenue Code defined an initiation fee as
"any payment... required as a condition precedent to

membership..."” See United States v. Bailey, 383 F.2d 9, 11 (5th

Cir. 1967). Applying a dictionary definition, an initiation fee
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is one that is paid in order to gain "formal admission into a . .

. c¢club"™ Random House Dictionary of the English Language,

Unabridged edition, 1967, definition of "initiation."

After a person has been admitted to a club, he or she then
has to pay the required monthly fees or dues for use of the club
during the term covered by the membership. These monthly dues
can also be collected at the time that the initiation fee is paid
or at intervals during the term of the membership. If more than
3 months dues are collected, a bond is required. Upon renewal,
the member cannot be required to pay another initiation fee. The
contract should be renewed at the monthly rate reflected in the
initial contract or a monthly rate consisting of the initial
monthly rate plus any increases to monthly membership rates that
have been applied to all members' contracts upon renewal.

The respondents' division of the total fee between the
initiation fee and the monthly fees bears no resemblance to the
actual purpose of the fees. The actual monthly dues are much
greater than a penny and the actual initiation fee is much less

than claimed.ﬁf The claimed initiation fee was simply an effort

3/ 1n light of the fact that prior to this promotion the
respondents did not have an initiation fee, it is not even
certain that an initiation fee exists at all. However, once it
has been determined that more than 3 months payments have been
collected in advance, a bond has to be posted to cover "the
aggregate value of outstanding liabilities to members, including
all prepaid fees, membership fees, dues, deposits, initiation
fees, and fees for health club services." §14-12B-02(e)
(emphasis added). Thus, it is not necessary to determine the
actual amount of any initiation fee collected by the respondents.




by the respondents to avoid the bonding requirements established
by the General Assembly.

The lack of realism of the allocation of the fee in the
promotional contract is shown by the fact that the respondents'
were never able to get their employees to remember not to collect
the final $0.24 of the payment. Even the respondents’' sole
consumer witness, Ms. Van Houten, was charged the entire $138.00
when she purchased her two year membership in August.

The Court of Appeals has noted that "[wlhere a statute
expressly provides for certain exclusions, others should not be
slightly read therein by implication, for if the Legislature
intends other exclusions it is so easy to add them to the

already-named explicit ones." State Insurance Commissioner v.

Nationwide Mutual Insurance Company, 241 Md. 108, 117, 215 A.2d

749, 754-55 (1966). If the General Assembly had intended to
allow all health clubs charging less than $200 for memberships of
more than 3 months to collect the full amount in advance and not
be bonded, it would have stated that. However, the Health Club
Services Act requires a bond when more than 3 months' payment is
collected in advance, regardless of the total cost of the
membership. The General Assembly did not intend to allow a
health club to avoid the mandated bonding requirement simply by
calling its prepaid monthly payments an initiation fee.

C. Relief - Restitution

The purpose of the disclosures required by §14-12B-06 is to

provide consumers with material information to aid them in
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deciding whether to sign the contract. The respondents' failure
to have provided the legislatively mandated disclosures makes
those contracts voidable at the consumers' option. The
respondents need to make the required disclosures to all of its
prior customers who were denied that information and advise each
customer that he or she has the option of rescinding the contract
and obtaining a full cash refund of all money paid to the
respondents. This may result in some unjust enrichment but
allowing a recovery under quantum merit would defeat the efficacy

of the mandated disclosures. See Golt v. Phillips, 308 Md. 1,

12, 517 A.2d 328, 334 (1986) and cases cited therein. Of course,
consumers electing to rescind their contracts and receive full
refunds will forfeit their remaining membership rights in the
club.

The respondent's failure to obtain the bonds required by a
regulatory statute enacted for the protection of the publiec is no
different than the failure of businesses to obtain licenses
required by regulatory statutes. The Court of Appeals has long
recognized that an unlicensed business cannot retain the benefits

from its unlicensed activities. Golt v. Phillips, supra, 308 Md.

at 12, 517 A.2d at 334. A health club that collects more than 3
months payments and fails to obtain a bond cannot retain the
benefits it has derived from its unbonded activity.

However, since the respondents are selling a future service,
they are permitted to retain those monies covering any services
that will be provided after they obtain the required bond. That

amount will consist of the total amount of money paid by a




customer other than any actual initiation fee, multiplied by the
number of days remaining on the two year membership after the
date the bond is obtained, and divided by 730. The rest of the
money must be refunded to the respondents’ customers.i/

Accordingly, it is this 26th day of October, 1989, hereby
ORDERED,

1. The respondents shall cease and desist from failing to
make all diseclosures required by §14-12B-06 in a clear and
meaningful manner, including the use of punctuation.

2. The Respondents shall cease and desist from failing to
obtain bonds to cover the aggregate value of all outstanding
liabilities to members on contracts requiring more than 3 months'
payment in advance,

3. The respondents shall take the following affirmative
action because of their failure to make the disclosures required
by §14-12B-06:

a. by January 15, 1990, they shall notify in writing
all individuals who signed contracts violating §14-12B-
06 that they are entitled to rescind the contract and
obtain a full refund. The written notification shall be
approved by the Consumer Protection Division prior to
its use. Each customer shall be given thirty days to

exercise the option to rescind the contract.

4/ of course, if a customer is entitled to void the contract
because of the failure to make the required disclosures, and so
elects, a full refund shall be made to that customer regardless
of whether a bond is belatedly obtained.




b. by January 30, 1990, but no later than 15 days after
the customers have been notified under a. above, the
respondents shall file a report with the Consumer
Protection Division setting forth the name of each
customer who signed one of these contracts, the date of
the contract and the date and manner by which the
notification described above was communicated to the
customer.

¢. by February 28, 1990, but no later than 45 days
after the customers have been notified under a. above,
the respondents shall provide the Consumer Protection
Division with a listing of all customers who have
elected to rescind their contract and obtain a full
refund.

d. by Mareh 15, 1990, but no later than 60 days after
the customers have been notified under a. above, the
respondents shall deliver by mail or personally to each
customer who has elected to rescind the contract a full
refund check.

e. by March 30, 1990, but no later than 90 days after
the customers have been notified under a. above, the
respondents shall file with the Consumer Protection
Division a report listing each customer to whom one of
these refunds was made, the amount of each refund, the
date each refund was made, and the check number or

identifying feature of the form of payment.
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4. The Respondents shall take the following affirmative
action because of their failure to obtain the necessary bonds:

a. they shall refund to all customers who signed
unbonded promotional contracts or any other unbonded
contracts under which more than 3 months' payments were
collected in advance, any initiation fee and the monthly
payments covering the period of time during which the
contract was not protected by a bond.

b. they shall make all such refunds within 30 days of
the date of this Order.

¢. they shall file with the Consumer Protection
Division within 60 days of the date of this Order, a
report listing each customer to whom one of these
refunds was made, the amount of each refund, the date
each refund was made and the check number or identifying
feature of the form of payment.

5. The Respondents shall pay the Division's costs which
includes $500 pre-filing costs, plus the costs of filing this
action and participating in the hearing, and the costs of
implementing this Order. The Division shall submit a listing of
all its costs within 30 days of the final refund having been made
pursuant to paragraphs 3 and 4 above. The Respondents shall pay
those costs within 30 days of receiving the listing.

6. The three respondents are jointly and severally liable

for the payment of all refunds and costs under this order.




7. 1If the Respondents have not corrected their violations
and complied with this order within 30 days following service of
it, the Proponent shall proceed with enforcement pursuant to the

Consumer Protection Act.

L

WILLIAM LEIBOVICI
Chief, Consumer Protection
Division

WIL 2




STATE OF MARYLAND * IN THE

Proponent, * CONSUMER PROTECTION
v, ® DIVISION
DUMBBELLS ASSOCIATES, INC., * OFFICE OF THE
et al.
* ATTORNEY GENERAL
Respondents
* OF MARYLAND
* Case No. 89-020
* * % * *

STIPULATIONS REGARDING FACTS AND DOCUMENTS

The State of Maryland, Proponent, and Respondents Dumbbells
Associates, Inc ("Dumbbells"), Scott Scala, and Jordan Binetti
("Respondents") agree that the following facts are true and
established, and that the documents attached hereto are genuine,
authentic and admissible, for purposes of the above-captioned
matter:

1. Dumbbells, Inc. sells health club services at a facility
known as Greenspring Fitness Center located at Falls and Valley
Roads in Lutherville, Maryland.

2. Dumbbells, Inc. €filed forms to register with the
Consumer Protection Division as a seller of health club
services. A copy of the Health Club Registration Form filed by
Dumbbells is appended hereto as Exhibit 1.

3. Scott Scala and Jordan Binetti are the sole officers,

directors and shareholders of Dumbbells.




4. Dumbbells, Inc. has been operating Greenspring Fitness
Center since March 20, 1987. The Consumer Protection Division
has never approved the health club registration for Dumbbells,
Inc. t/a Greenspring Fitness Center.

5. Dumbbells filed a renewal registration form with the
Consumer Protection Division on October 19, 1988 to renew its
registration for the registration year beginning September 1,
1988. A copy of the Renewal Registration form is appended hereto
as Exhibit 2.

6. The renewal registration form filed by Dumbbells
certified that Greenspring Fitness Center is exempt from the
bonding requirement of Md. Com. Law Code Ann., § 14-12B-02(e)
because Greenspring does not collect more than three months'
payment in advance from members.

7. The section of the renewal registration form certifying
that the representations made in the form were true was signed by
Scott Scala.

8. Dumbbells has posted a $10,000.00 letter of credit with
the Consumer Protection Division. The letter of credit is for
purposes of guaranteeing pre-existing memberships in which more
than three months' advance payment was collected only. Dumbbells
filed a report prepared by a certified public accountant dated
July 10, 1988 for purposes of establishing the amount of the pre-
existing liabilities. A copy of the CPA report is appended

hereto as Exhibit 3.




9. Dumbbells did not file a report prepared by an
independent certified public accountant with its 1988 renewal
form because Dumbbells claimed an exemption from the financial
accountability requirement of the Maryland Health Club Services
law.

10. On or about May 1, 1989, Dumbbells entered into an
agreement with John Shipley t/a Universal Promotions to conduct a
promotion at the Greenspring Fitness Center. Scott Scala signed
the agreement on behalf of Greenspring Fitness Center. A copy of
the Agreement is appended hereto as Exhibit 4.

11. John Shipley and Universal Promotions were acting as
agents for Dumbbells with regard to all activities related to the
sale and offer for sale of the promotional memberships.

12, The promotional membership offered to consumers is
attached hereto as Exhibit 5.

13, The promotion (Exhibit 5) was sent to approximately
15,000 consumers in Maryland in May, 1989.

14, Approximately 800 promotional memberships were sold to
consumers.

15. Dumbbells collected the entire $138.00 cost of the
promotional membership from approximately one hundred of the
consumers who purchased memberships pursuant to the promotion.

16. John Shipley provided the Consumer Protection Division
with membership agreements for the consumers who paid the entire
$138.00 cost of the membership at the time they joined. Copies

of the agreements provided are appended hereto as Exhibit 6.




17. The representative of Greenspring Fitness Center who
signed the membership agreement either sold the membership to the
consumer or approved the sale of the membership to the consumer.

18. The form membership agreement used by Greenspring
Fitness Center is attached as Exhibit 7. Respondents agree that
Exhibit 7 is the membership agreement regularly used for the sale
of health club services by Greenspring Fitness Center.

19, The Consumer Protection Division notified Greenspring
Fitness Center in a letter dated June 5, 1989 that Respondents
cannot continue to sell the promotional memberships unless they
post a bond, letter of credit or cash in accordance with M4. Com.
Law Code Ann. , § 14-12B-02(e). A copy of this letter |is
appended hereto as Exhibit 8.

20. After meeting with a representative of the Consumer
Protection Division concerning the promotional memberships sold,
Respondents sent 25¢ to consumers who paid the entire amount of
$138.00 upon joining Greenspring Fitness Center.

21. In a 1letter dated June 30, 1989, the Consumer
Protection Division advised Melvin Kodenski, attorney for
Respondents, that enforcement proceedings would be instituted
unless Greenspring Fitness Center complied with the bonding
requirement of the Maryland Health Club Services law by either
posting a bond sufficient to protect the promotional memberships
sold or by refunding all payments in excess of $17.25 collected
from consumers who purchased the promotional memberships. A copy

of this letter is appended hereto as Exhibit 9.




22. In July of 1989, Greenspring Fitness Center sent a

second promotion to Maryland consumers.

A copy of this promotion

is appended hereto as Exhibit 10.

Respectfully submitted,

~ i i

=

Attorney for Respondents
19 E. Fayetté\Street
Suite 301

Baltimore, Maryland 21202

(301) 685-5100

D

Dated: _ /I,,. - e - o ,_/‘} /

~

:
4

’ s ,
~. e

-~ _
STEVEN M. SAKAMOTO-WENGEL
Attorney for Proponent
Consumer Protection Division
7 N. Calvert Street

Third Floor

Baltimore, Maryland 21202
(301) 576-6350







CONSUMER PROTECTION DIVISION : IN THE CONSUMER
Proponent : PROTECTION DIVISION

V. s OFFICE OF THE

DUMBBELLS ASSOCIATES, : ATTORNEY GENERAL

INC., et al.
Case No., 89-020

Respondents

SUPPLEMENTAL ORDER

Both parties have presented requests in letter form for
alterations to the Decision and Order of October 26, 1989.1/ A
hearing on those requests was conducted on November 17, 1989,
Having considered those requests, it is now hereby Ordered,

1. Paragraph 3 of the Order of October 26, 1989, shall be
stayed until February 1, 1991 on the condition that the
Respondents fully comply with the bonding requirements of the
Health Club Services Act to the satisfaction of the Health Club
Administrator within forty-five (45) days of the date of this
Supplemental Order.

2. If Paragraph 3 of the October 26th Order becomes stayed
. through the bperation of 1 above:

1. the payment of costs pursuant to Paragraph 5 of the
October 26th Order shall take place after the refunds

have been made under Paragraph 4 of that Order.

1/ Copies of those letters are attached to this Order.

Attachment #2
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2. the Division will conduct a hearing prior to
February 1, 1991 to consider whether Paragraph 3 should

be stricken from the October 26th Order.

3. 1If Paragraph 3 of the October 26th Order does not become
stayed through the operation of 1 above, it shall take full force
and effect forty-five days from the date of this Supplemental
Order. The dates in Paragraph 3 of that Order shall be amended

as follows if it takes full force and effect:

3a. "January 15, 1990" shall be replaced by "March 16,
‘ 1990"

3b. "January 30, 1990" shall be replaced by "April 2,
1990"

dc "February 28, 1990" shall be replaced by "April 27,
1990"

3d. ™arch 15, 1990" shall be replaced by "May 14,
1990"

3de. "March 30, 1990" shall be replaced by "May 28,

. 1990"

4. The refunds required to made under Paragraph 4 of the
October 26th Order shall be made within 30 days of the date of
this Supplemental Order and the required report shall be filed
with the Division within 60 days of this Supplemental Order.

5. In order to facilitate the computation of the required

bonds, it is necessary to determine whether any of the claimed




initiation fee was, in fact, an initiation fee. In light of the

facts that the Respondents never charged an initiation fee before
this promotion and that it is admitted the monthly penny dues did

not cover the actual monthly cost of membership, it is concluded

that all of the money labeled an initiation fee was, in fact,

monthly dues collected in advance.

LLIAM LEIBOVICI
Chief, Consumer Protection

Division
Dated: l-&]—CIO
. Copies to: Melvin Kodenski, Esq.
Steven Sakamoto-Wengel, Special

Assistant Attorney General
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J. JOSEPH CURRAN, JR.

ATTORNEY GENERAL

JUDSON P. GARRETT, JR.
DENNIS M. SWEENEY

DEPUTY ATTORNEYS GENERAL {301) 528-8662
HEALTH ADVOCACY UNIT
(301} 576-6500
OFFICE OF THE ATTORNEY GENERAL
CONSUMER PROTECTION DIVISION
200 SAINT PAUL PLACE
BALTIMORE, MARYLAND 21202-2022 WRITER'S DIRECT DIAL NO.
D.C. Metro 470-7534 576-6350
TTY for Deaf Balto Area 576-6372 D.C. Metro 5650451
All other areas 1-800-492-2114 tone 870882
Telecopier No. (301) 576-6404
November 14, 1989
William Leibovici
Assistant Attorney General
and Chief
Consumer Protection Division
200 St. Paul Place
Sixteenth Floor
Baltimore, Maryland 21202
Re: Consumer Protection Divison V. Dumbbells

Dear Mr.

The

address the following issues at the November 17 hearing on relief

awarded i

WILLIAM LEIBOVICI

CHIEF, CONSUMER PROTECTION DIVISION

ADMINISTRATIVE OFFICE
(301) 576-8550

CONSUMER INQUIRIES
AND COMPLAINTS

Associates, Inc., et al., Case No. 89-020

Leibovieis

Consumer Protection Division, Proponent, intends to
n the Decision and Order in the above-captioned matter:

(1) Stipulation #4 and testimony at the hearing
established that the health e¢lub registration of
Dumbbells Associates, Inc. t/a Greenspring Fitness
Center under the Maryland Health Club Services law has
never been approved because of outstanding materials
required for registration that the Respondents have
never submitted. The Division contends that, in
addition to the right of consumers to rescind their
membership agreements based upon the absence of required
disclosures, consumers should also be entitled to
rescind their memberships and receive a full refund
based upon the fact that Respondents were selling health
club services without having obtained the required
registration approval,

(2) The Division contends that, contrary to the finding
in footnote 3 of the Decision and Order, none of the
payment of $138.00 collected by Respondents for the
promotional membership should be considered an




William Leibovici
Page Two

initiation fee. Rather, the entire $138.00 should be
deemed to be payment for services to be rendered over
the two years of the membership.
Your consideration of this matter is greatly appreciated.
Sincerely,

//Z =" 7

Steven M. Sakamoto-Wengel

ce: Melvin J. Kodenski, Esq.




Law Ormces
KODENSKI AND CANARAS

19 E. FAYETTE STREET

SAXTE 301 FME-LANDTOWN OFFCE
MELVIN J KoDENEK! BALTMORE. MARYLAND 21202 412 8 HorLanD Aveae
Barny T CANARAS BALTMORE. MARYLAND 21224
VicToma A BSTEFFEN Toorwonk (301) 885-5100 Prone 3839000

November 8, 1989

William Leibovici

Office of the Attorney General
Consumer Protection Division
200 Saint Paul Place
Baltimore, Maryland 21202-2022

RE: Consumer Protection Division vs.
Dumbbell Associates, Inc., et al.
Case No.: 89-020

Dear Mr. Leibovici:

This will confirm that we will have a hearing on the
question of relief on November 17, 1989 at 2:00 p.m.

I think one of the primary issues is whether or not
it was fair and reasonable to notify 8ll persons who had
signed the Contracts in question that they are entitled to
a complete refund when they would have had use of their
memberships, which would result in unfair and unjust
enrichment.

This 1s particularly so in light of the fact that
to the best of the knowledge of my client, there have not
been any complaints and in general, all of the parties which
are members under these Contracts have been satisfied and
to disturb that situation without complaint certainly would
be unreasonable, taking into consideration that the amounts
in questions are minimal at best.

Essentially, the prayers for relief with regard to
notification and refunds have to be further explored as
there is a situation in which it may be 4impractical,
uneconomical and unjust to proceed with the relief as
indicated and I think this will have to be heard at the
hearing.

If, in the meantime, any other issues should come
to mind, I will make sure to notify you of same.

\'/ tru é}urs,

Melvin J.

MJK/sjk
cc: Steven M. Sakamoto-Wengel
Greenspring Fitness Center







DUMBBELLS ASSOCIATES, INC., * IN THE

et al.
* CIRCUIT COURT
Petitioners,
* FOR
V.
* BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Respondent CL109816

APPEAL FROM THE

* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
* . * * *

AFFIDAVIT OF KATHLEEN CRANFORD

I, Kathleen Cranford, hereby declare and state as follows:

1. I am employed as the Assistant Administrator of the
Health Club Registration Program in the Consumer Protection
Division of the Office of the Attorney General of Maryland.

2. On February 27, 1990, I telephoned the Greenspring
Fitness Center and spoke to a salesperson named Jderry. I told
Jerry that I had received a copy of the promotion for Greenspring
appended hereto and wanted to know about the membership. He
advised me that Greenspring collected $102 of the membership at
the time I join. He said that I would be billed for the
remainder at $1 per month for 9 months or at $3 per quarter for 3

quarters,

Attachment i3




I do solemnly affirm under penalty of perjury that the
contents of the foregoing paper are true to the best of my

knowledge, information and belief.

Kathleen Cranford

Date:.3/17 /90 fpddoo 7 //?‘L/xfﬁé@
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Greenspr.ing Fitness Center
at the Greenspring Station
%}828-5328
?f
Happy New Year!

You have been issued this temporary One (1) Year Nautilus, Fitness, Spa, and
Club Membership “"Gold Card”to the Greenspring Fitness Center, one of Maryland's
finest recreational facilities located in Lutherville. That's correct, a One (1) Year Nautilus,
’ Fitness, Spa, and Club Membership “Gold Card”to Greenspring Fitness Center.

Your “Gold Card”Membership gives you
unlimited use of the following facilities and benefits:

 Nautilus! (2 full circuits) ¢ Steam Room!

* Free Weights! » Sauna! (separate for men & women)

« State-of-the-Art Instruction! » Spacious Locker Rooms & Shower Facilities!

« Aerobic Exercise Classes* by o Affiliated With Over 2500 Ciubs Nationwide!
Marilyn Picks — Fitness Dimensions! » Snack Bar & Lounge!

o Lifecycles! * Open 7 Days AWeek!

* Whirlpool! . ¢ Much, Much More!

*As an added bonus your membership includes a free Aerobics package.

‘ This “Gold Card”Membership is valued at over $400.00 and is being offered
to you for only the one time initiation fee of $99, and $1.00 per month.

HOW DO | CLAIM MY MEMBERSHIP?

Bring this letter to the GREENSPRING FITNESS CENTER
within the next 24 hours between 10:00a.m.and 9:00p.m.
Monday through Friday, or between 10:00a.m. and 4:00 p.m. on Saturday.
As an added bonus, this offer may also be extended to
your friends and relatives. Simply bring your workout partners
with you when you visit the club!

Current members of the GREENSPRING FITNESS CENTER are not eligible for this promotional membership.
However, you may give your letterto a friend or relative. See reverse side for directions to GREENSPRING FITNESS CENTER

EXIT23A FALLS & VALLEY ROADS 828-5328







DUMBBELLS ASSOCIATES, INC., * IN THE

et al.
* CIRCUIT COURT
Petitioners,
* FOR
v.
» BALTIMORE CITY
CONSUMER PROTECTION DIVISION
* Case No. 90059044/
Respondent CL109816

APPEAL FROM THE

* CONSUMER PROTECTION
DIVISION
* OFFICE OF THE
ATTORNEY GENERAL
* OF MARYLAND
* * * * *

ORDER DENYING PETITION FOR STAY

Having considered Appellants' Petition for Stay and the
Opposition thereto presented by Appellee Consumer Protection
Division and the exhibits in support thereof, it is this

day of , 1990,

ORDERED that the Petition for Stay filed by Appellants be,

and hereby is, DENIED.

JUDGE




LAW OFFICES
KODENSKI! AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

FILED

HRR 12 109,
DUMBBELLS ASSOCIATES, INC. IN THE o1
t/a Greenspring Fitness Center RCUIT ¢
Falls and Valley Roads CIRCUIT CHHMOR: (.
Lutherville, Maryland 21093
and FOR

JORDAN BINETTI

8327 Analee Avenue
Baltimore, Maryland 21237
and

SCOTT SCALA

144 E. Orange Court
Baltimore, Maryland 21234

BALTIMORE CITY 9‘) a

CASE NO.: 90059044 /CL109816

APPEAL FROM CONSUMER
PROTECTION DIVISION
OFFICE OF THE ATTORNEY
GENERAL OF MARYLAND

Petitioners
Vs.

CONSUMER PROTECTION
DIVISION OFFICE OF THE
ATTORNEY GENERAL
200 St. Paul Place

Baltimore, Maryland 21202
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»

Respondent
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PETITION FOR STAY

TO THE HONORABLE, THE JUDGE OF SAID COURT:

The Petition of Dumbbells, Inc., Jordan Binetti and Scott Scala, by Melvin
J. Kodenski and Kodenski and Canaras, their attorneys, respectfully request this Court
that the Decision of the Consumer Protection Division, Office of the Attorney General,
be stayed until the hearing for this Appeal, and for reasons, states the following:

1. That the Decision and Supplemental Order of the Consumer Protection
Division provides for a refunding of certain monies and memberships for various
individuals and additionally, provides for sending out various notices and notifications
providing for recision of contracts which also would result in the possible refunding of

monies to various individuals.




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 30t
BALTIMORE, MARYLAND 21202

2, That since this Decision is presently being appealed by the Petitioners
and an Appeal has been filed with this Honorable Court, it would appear logical that a
stay would be appropriate in this matter.

3. That to go forward and actually enforce the Decision and Order of the
Attorney General's Office would defeat any Appeal in this matter as by the time the
Appeal would be heard, the situation may be mute in that it would cause tremendous
economic and financial hardship and in all probability, would wind up in bankrupting
the Petitioners and at that point, the Appeal would have no effect.

4, That unless this Honorable Court stays the Decision and the Order,
the Petitioners will suffer irreversible harm to their business and will never be able to
recoup the losses they will have suffered and it is not unreasonable to assume that the
Appeal will not be heard for a period of at least three to four months.

S. That the provisions of the Appeal do not contemplate this type of
result where the Petitioners will suffer irreversible harm pending an Appeal, in which
they may be successful.

6. That in the interest of justice and fair play and to afford the Petitioners
an opportunity to exist economically, a stay of the Decision and Order of the Consumer
Protection Division, Office of the Attorney General, is warranted and the Petitioners
pray that this Court pass an Order staying the Decision and Order in effect thereof until
after a hearing of the Appeal in this entire matter.

7. That because of the urgency in time of this matter, an immediate
Order is requested.

WHEREFORE, Your Petitioners pray:

A That this Honorable Court stay the ruling of the Consumer Protection

2-




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301t
BALTIMORE, MARYLAND 21202

Division, Office of the Attorney General until the hearing of this Appeal.

B. That Your Petitioners may be granted such other and further relief

/zdlw)(»%

Melﬁ J. Kodenski

Widi lowe—

Kodenski and Canaras

19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners

as the nature of their cause may require.

COPY mailed on this%ay of 1M 990, to William Leibovici, Chief,
Consumer Protection Division, Office of the Attorney General, and a COPY also mailed
to Steven M. Sakamoto-Wengel, Special Assistant Attorney General, Office of the

Attorney General.

Melvm J. KOde[Kk




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMCRE, MARYLAND 21202

DUMBBELLS ASSOCIATES, INC. IN THE
t/a Greenspring Fitness Center
Falls and Valley Roads
Lutherville, Maryland 21093
and

JORDAN BINETTI

8327 Analee Avenue
Baltimore, Maryland 21237

and

SCOTT SCALA

144 E. Orange Court

Baltimore, Maryland 21234

CIRCUIT COURT
FOR

BALTIMORE CITY

CASE NO.: 90059044 /CL109816

APPEAL FROM CONSUMER
PROTECTION DIVISION
OFFICE OF THE ATTORNEY
GENERAL OF MARYLAND

Petitioners
VS.

CONSUMER PROTECTION
DIVISION OFFICE OF THE
ATTORNEY GENERAL
200 St. Paul Place

Baltimore, Maryland 21202
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Respondent *
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ORDER
Upon the foregoing Petition for Stay, it this day of

, 1990, by the Circuit Court for Baltimore City,

ORDERED, that the Decision and Order of the Office of the Attorney
General, Consumer Protection Division is hereby stayed until a hearing can be held on

the Appeal.

JUDGE
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LAW OFFICES

KODENSKI AND CANARAS
19 EAST FAYETTE STREET

SUITE 301
BALTIMORE. MARYLAND

}Ni

-

FILED

DUMBBELLS ASSOCIATES, INC. IN THE

t/a Greenspring Fitness Center FEB 2r 1980
Falls and Valley Roads
Lutherville, Maryland 21093 GIRCUIT COURT FOR

CIRCUIT CGOk'Ii!MQRE CHTY
900557144
FOR (»L /ﬁff/g

and

JORDAN BINETTI

8327 Analee Avenue
Baltimore, Maryland 21237
and

SCOTT SCALA

144 E. Orange Court
Baltimore, Maryland 21234

#0900590
#0000044
CIVIL  4B0.00

PETITISN No, $5.00
FOLIOMNG, : $63.00
CASE MK  ¥85.00

CHIG $0.00

APPEAL FROM CONSUMER
PROTECTION DIVISION
OFFICE OF THE ATTORNEY
GENERAL OF MARYLAND

Petitioners
VS'
CONSUMER PROTECTION DIVISION
OFFICE OF THE ATTORNEY GENERAL
200 sSt. Paul Place
Baltimore, Maryland 21202

Respondent
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CASE NO.: 89-020
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ORDER FOR APPEAL

MR. CLERK:

The Plaintiffs, Dumbbells Associates, Inc. trading as
Greenspring Fitness Center, Jordan Binetti and Scott Scala, by
Melvin J. Kodenski and Kodenski and Canaras, their attorneys,
being aggrieved by the Decision of the Chief of the Consumer
Protection Division of the Attorney General's Office dated
October 26, 1989, and Supplemental Order dated January 31, 1990,
hereby request an Appeal from said Decision to be entered to the

Circuit Court for Baltimore City.

BALTIMOREAMET §4/90 00269383 A L.




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

Kodenski and Canaras

19 E. Fayette Street

Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners

SERVICE of the within Petition is hereby admitteqd,

thisyld’/'{ day of F~/f-corsy , 1990.
- 7

CONSUMER PROTECTION DIVISION
OFFICE OF THE ATTORNEY GENERAL

BY:4§7/’4;£—Z cy/{6£?‘7

William Leibovici, Chief

COPY hand-delivered on this }k/'day ofs3§£L4ﬂwA\_,/',
7

1990, to William Leibovici, Chief, Consumer Protection Division,

Office of the Attorney General, and left with same; and a COPY
also hand-delivered to Steven M. Sakamoto-Wengel, Special

Assistant Attorney General, Office of the Attorney General.

- DY) ;,W A —

Melvin J. enski

\

F:\MJK\718




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

DUMBBELLS ASSOCIATES, INC.
t/a Greenspring Fitness Center
Falls and Valley Roads
Lutherville, Maryland 21093
and

JORDAN BINETTI

8327 Analee Avenue
Baltimore, Maryland 21237
and

SCOTT SCALA

144 E. Orange Court
Baltimore, Maryland 21234

IN THE

CIRCUIT COURT

FOR

BALTIMORE CITY

Petitioners
vs.
PETITION NO.:
CONSUMER PROTECTION DIVISION FOLIO NO.:
OFFICE OF THE ATTORNEY GENERAL CASE NO.:

200 st. Paul Place
Baltimore, Maryland 21202 APPEAL FROM CONSUMER
PROTECTION DIVISION
OFFICE OF THE ATTORNEY

GENERAL OF MARYLAND

Respondent
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CASE NO.: 89-020
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PETITION FOR APPEAL

The Petition of Dumbbells Associates, Inc., Jordan
and Scott Scala, by Melvin J. Kodenski and Kodenski and Canaras,
their attorneys, respectfully states:

1. That by Decision and Order dated October 26, 1989,
the Consumer Protection Division of the Office of the Attorney
General, made certain decisions which were held in abeyance until
Supplemental Order January 31, 1990, in which the Consumer
Protection Division of the Office of the Attorney General, by and
through William Leibovici, Chief of the Consumer Protection
Division, made certain Orders affecting the Petitioner, providing

for various bonding requirements, payment of costs and provided

-1-




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

for certain notification to consumer, all of which were included
in the Supplemental Order and Decision and Order, copies of which
are herewith attached.

2. That the Petitioners have been aggrieved by the
action of the Consumer Protection Division of the Office of the
Attorney General as a result of the hearings and Decision.

3. That your Petitioners object to an appeal from the
action of the said Consumer Protection Division of the Office of
the Attorney General and state that they desire this Honorable
Court to review this action because of the following errors of
the Decision by William Leibovici, Chief of the Consumer
Protection Division:

A. That the Decision was not fairly exercised.

B. That the Decision was not based on any substantial
evidence and was unreasonable.

C. That the Decision was arbitrary and capricious.

D. That the Consumer Protection Division improperly and
unfairly interpreted phrases of the English language.

E. That the Decision of the Consumer Protection
Division of the Office of the Attorney General offends the
fundamental and basic principals of fairness and justice.

F. That the Decision was contrary to the facts and
evidence in that there were no complaints made to the Consumer
Protection Division concerning the Petitioners, nor have there
been any requests for any refund.

G. And for such other and further relief as may be

-2-




LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202

stated at the hearing on this Appeal.

WHEREFORE, your Petitioners pray:

A. That their rights have been prejudiced by the
Decision of the Chief of the Consumer Protection Division of the
Attorney General's Office.

B. That this Honorable Court reverse the Decision of
the Chief of the Consumer Protection Division of the Attorney
General's Office.

C. That your Petitioners be granted such other and
further relief as the nature of their cause may require which may
include a remand of this case for additional testimony to provide

additional evidence and/or providing of additional evidence at

Kodenski and Candras
19 E. Fayette Street
Suite 301

Baltimore, Maryland 21202
(301) 685-5100

Attorneys for the Petitioners

the hearing of this Appeal.

SERVICE of the within Petition is hereby admitted,

this / é”éay of Néééf&&%dféﬁ , 1990.

CONSUMER PROTECTION DIVISION
OFFICE OF THE ATTORNEY GENERAL

BY:/;72 =" 457

William Leibovici, Chief
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COPY hand-delivered on this lléyaay of Q?E;AQAAN\,/ ’
: >

1990, to William Leibovici, Chief, Consumer Protection Division,
Office of the Attorney General, and left with same; and a COPY
also hand-delivered to Steven M. Sakamoto-Wengel, Special

Assistant Attorney General, Office of the Attorpey General.

/ I, )
Melvin J. Kddenski

N
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LAW OFFICES
KODENSKI AND CANARAS
19 EAST FAYETTE STREET
SUITE 301
BALTIMORE, MARYLAND 21202




MSA SC 5458-82-150
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. 2-/-LO
From: Jennifer Hafner
To: Ray Connor, Doris Byrne, Sheila Simms, Edward Papenfuse Y | may@f
Date: Monday, February 01, 2010 9:55:48 AM
Subject:MSA SC 5458-82-150

| have added five additional cases to this work order which need to be pulied and scanned. They are -

DUMBELLS ASSCS,ETAL V CONSUMER PROTECTION Box 739 Case No. 90059044 [MSA W J’/‘/D
T2691-3376, OR/11/12/24] ’
File should be named msa_sc5458_82_150_[full case number]-#### Y ‘mﬁ&?

WINTER,ETAL VS PIJANOWSKI,ETAL Box 783 Case No. 90081076 [MSA T2691-3420,
OR/11/12/68]
File should be named msa_sc5458_82_150_[full case number]-####

POINDEXTER VS ALEXANDER & ALEXANDER Box 927 Case No. 90164037 [MSA T2691-3564,
OR/11/14/44]
File should be named msa_sc5458_82_150_[full case number]-####

LEBSON MD VS BOARD OF MUNICIPAL Box 959 Case No. 90184037 [MSA T2691-3596,
OR/11/14/76]
File should be named msa_sc5458_82_150_[full case number]-####

HARRINGTON VS SECRETARY OF PUBLIC SAFETY Box 969 Case No. 90190075 [MSA T2691-3606,
OR/11/15/2]
File should be named msa_sc5458_82_150_[full case number]-####

2/1/2010 10:03 AM

http://msamail/iclient/PreviewMsg.aspx?SeqNum=503624255



