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146. Necessity for iInsurance against third
party risk— (1) No person shall use, except as a
passenger, or cause or allow any other person to use, a
motor vehicle in a public place, unless there is In force
In relation to the use of the vehicle by that person or that
other person, as the case may be, a policy of insurance

complying with the requirements of this Chapter :



Provided that In the case of a vehicle
carrying, or meant to carry, dangerous or hazardous
goods, there shall also be a policy of insurance under
the Public Liability Insurance Act, 1991 (6 of 1991).



Explanation.-A person driving a motor vehicle
merely as a paid employee, while there is in force in relation
tothe use of the vehicle no such policy as is required by this sub-
section, shall not be deemed to act in contravention ofthe sub-
section unless he knows or has reason to believe that there Is no

such policy in force.
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147. Requirements of policies and limits of
liability.- (1) In order to comply with the requirements of
this Chapter, a policy of insurance must be a policy
which-

(a) Is Issued by a person who is an authorised
Insurer, and

(b) Insures the person or classes of persons
specified in the policy to the extent specified In sub-

section(2)-



(i) against any liability which may be
Incurred by him iIn respect of the death of or bodily
Injury to any person, including owner of the goods or
his authorised representative carried in the vehicle or
damage to any property of a third party caused by or

arising out of the use of the vehicle in a public place:



(i1) against the death of or bodily injury to any
passenger of a public service vehicle caused by or
arising out of the use of the vehicle in a public place:

Provided that a policy shall not be required-



(1) to cover liability in respect of the death,
arising out of and in the course of his employment, of the
employee of a person insured by the policy or in respect of

bodily injury sustained by such an employee arising out of

and In the course of his employment other than a liability
arising under the Workmen's Compensation Act, 1923 (8 of
1923), In respect of the death of, or bodily injury to, any

such employee-



(a) engaged in driving the vehicle, or

(b) if it is a public service vehicle engaged
as conductor of the vehicle or in examining tickets on
the vehicle, or

(c) if It Is a goods carriage, being carried in
the vehicle, or

(11) to cover any contractual liability.



Explanation. For the removal of doubts, it
IS hereby declared that the death of or bodily injury to
any person or damage to any property of a third party
shall be deemed to have been caused by or to have
arisen out of, the use of a vehicle in a public place
notwithstanding that the person who is dead or injured
or the property which is damaged was not in a public

place at the time of the accident, if the act or omission

which led to the accident occurred in a public place.



(2) Subject to the proviso to
sub-section (1), a policy of Insurance
referred to In sub-section (1), shall
cover any liability incurred In respect

of any accident, up to the following

limits, namely:-



Provided that any policy of insurance issued with
any limited liability and in force, immediately before the
commencement of this Act, shall continue to be effective
for a period of four months after such commencement or

till the date of expiry of such policy whichever is earlier.



(3) A policy shall be of no effect for the purposes of
this Chapter unless and until there iIs issued by the insurer
In favour of the person by whom the policy is effected a
certificate of iInsurance in the prescribed form and
containing the prescribed particulars of any condition
subject to which the policy is issued and of any other
prescribed matters; and different forms, particulars and

matters may be prescribed in different cases.



(4) Where a cover note Issued by the Insurer
under the provisions of this Chapter of the rules made
thereunder Is not followed by a policy of insurance within
the prescribed time, the insurer shall, within seven days of
the expiry of the period of the validity of the cover note,
notify the fact to the registering authority in whose records
the vehicle to which the cover note relates has been
registered or to such other authority as the State Government

may prescribe.



(5) Notwithstanding anything contained In any
law for the time being In force, an Insurer issuing a
policy ofinsurance under this Section shall be liable to
Indemnify the person or classes of persons specified in
the policy In respect of any liability which the policy
purports to cover in the case of that person or those

classes of persons.



M/S. COMPLETE INSULATIONS (P) LTD.
VS.
NEW INDIA ASSURANCE COMPANY LTD.
AIR 1996 SC 586



It was ovserved by the Hon’ble Appex Court that-

“There can be no doubt that the said chapter
provides for compulsory insurance of vehicles to cover third party
risks. Section 146 forbids the use of a vehicle in a public place
unless there is in force in relation to the use of that vehicle a policy
of insurance complying with the requirements of that chapter. Any
breach of this provision may attract penal action. In the case of
property, the coverage extends to property of a third party i.e. a
person other than the insured. This is clear from Section 1470b.

Countinue.......



(i) which clearly refers to 'damage to any property of
a third party and not damage to the property of the insured himself.
And the limit of liability fixed for damage to property of a third
party is rupees six thousand only as pointed out earlier. That is why
even the claims Tribunal constituted under Section 165 is invested
with jurisdiction to adjudicate upon claims for compensation in
respect of accidents involving death of or bodily injury to persons
arising out of the use of motor vehicles, or damage to any property
of a third party so arising, or both.

Countinue.......



Here also It is restricted to damage to third party
property and not the property of the insured. Thus, the entire
chapter XI of the New Act concerns third party risks only. It is,
therefore, obvious that insurance is compulsory only in respect of
third party risks since Section 146 prohibits the use of a motor
vehicle in a public place unless there is in relation thereto a policy

of insurance complying with the requirements of Chapter XI.

Continue........



Thus, the requirements of that chapter are iIn
relation to third party risks only and hence the fiction of Section
157 of the New Act must be limited thereto. The certificate of
Insurance to be issued In the prescribed form (See Form 51
prescribed under Rule 141 of the Central Motor \ehicles Rules,
1989) must, therefore, relate to third party risks. Since the
provisions under the New Act and the Old Act in this behalf are
substantially the same in relation to liability in regard to third
parties, the National Consumer Disputes Redressal

Continue........



Commission was right in the view it took based on
the decision in Kondaih's case because the transferee-insured
could not be said to be a third party qua the vehicle in question. It
IS only in respect of third party risks that Section 157 of the New
Act provides that the certificate of insurance together with the
policy of insurance described therein "shall be deemed to have
been transferred in favour of the person to whom the motor

vehicle is transferred".

Continue........



If the policy of insurance covers other risks as
well, e.g., damage caused to the vehicle of the insured himself,
that would be a matter falling outside Chapter XI of the New
Act and in the realm of contract for which there must be an
agreement between the insurer and the transferee, the former
undertaking to cover the risk or damage to the vehicle. In the
present case since there was no such agreement and since the
Insurer had not transferred the policy of insurance in relation
thereto to the transferee, the insurer was not liable to make good

the damage to the vehicle.”






