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MOTOR VEHICLE DEALERS — SALES CONTRACTS 

Statement by Minister for Commerce and Industrial Relations 

MR W.J. JOHNSTON (Cannington — Minister for Commerce and Industrial Relations) [12.11 pm]: I rise 
to raise a matter of concern about the conduct of some motor vehicle dealers. This matter was recently raised with 
me by the member for Bicton on behalf of one of her constituents. 

I have recently become aware of several cases involving vulnerable consumers, including from non–English 
speaking backgrounds, which I believe warrant bringing to the attention of the Parliament. The cases reflect 
a recurring theme of consumers signing contracts to purchase vehicles without fully realising the binding nature 
of the document. Particularly concerning are reports of consumers being encouraged to sign contracts on the 
misinformation that the vehicle cannot be inspected by a mechanic prior to purchase. On deciding not to buy the 
vehicle, consumers are pressured into either paying 15 per cent in liquidated damages or, alternatively, proceeding 
with a purchase. It has come to my attention that some vehicle dealers are automatically imposing the maximum 
15 per cent in pre-estimated liquidated damages when consumers seek to terminate their contracts. Sadly, the 
consumers involved have suffered considerable detriment as a result of dealers imposing or threatening court 
action and imposing excessive liquidated damages. 

Although contracts may provide for a dealer to seek an amount not exceeding 15 per cent, the intent is that dealers 
cover their reasonable costs if a contract is terminated. Instead, some dealers appear to be deriving a profit, or 
using excessive damages to intimidate consumers into proceeding with the purchase. It is a well-established 
principle of law that liquidated damages must be a genuine pre-estimate of the loss that a party is likely to suffer 
as a result of the contract not proceeding. Otherwise, the amount may be considered an unenforceable penalty. In 
raising this matter, I wish to strongly remind dealers of the need to ensure that they apply pre-estimated liquidated 
damages in a manner that is within the law. 

Over the past three financial years, Consumer Protection successfully achieved redress totalling close to $50 000 
for 52 consumers who have been impacted by these poor practices. Although this is a good outcome, I remain 
concerned that many local consumers are unaware of their rights in this area and may end up suffering financially 
for many years to come. It also appears that Western Australians are being hit by excessive liquidated damages 
compared with consumers in other jurisdictions. Consumers in Victoria have the benefit of a cooling-off period. 
Consumers cancelling contracts outside of that period pay up to a maximum of only five per cent of the purchase 
price in termination fees. Consumer Protection will contact dealers in the coming weeks to communicate these 
concerns and will be provided with information on the proper application of pre-estimated liquidated damages. 
I am also looking at a range of options to address this and other issues as part of the review of the Motor Vehicle 
Dealers Act 1973. 
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