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CHAPIER I
LTI IRODUCTORY

1.1, 1his Heport deals with a point which is of direct
relevance tu the cause of social Justice. Briefly, the
issue to Le dealt with is this: when the ownership of a
motor vehicle is transferred, does the transferee alao
become vested with ouvnership of the benefits under the
policy of insurance relating to the motor vehicle or if
not does the law sluei iu need of reform?

1.2, The watter 1s of some practical importance, and
the subject needs i{o Lie considered at some length, because
the present law does not achieve full justice. The
threads ot conliove o, nave sowvhow ot entangledi and

1f one is to have ¢ cleor pleture of the law on the_
subject, one has t¢ bear in mind several aspects relevant
to the transfer of a motor vehiclei By reason of the
complicated nature of the legal position, the interests
of sociul Justice have suffered seriousiy, in the context

of effective +ouw o o coupensation for accidents
J
caused by wotor vehicles,

In view of ths importance of the matter, the Law
Commission has taken up the subject of its own.
1.3, The Law Commission had prepared and circulated on the
subject a Working Paper for inviting the opinion of interested
perspns and bodies., Points made in the comments on the UOER—
ing Paper will be referred to, in due course. At this sta;e,

it may be mentioned that comments have been received from

the following :=-

1. Chapter 2, infra.

2. Chapter 3, infra,

3 See Favrugraph 2.14 infra,

4, Law Commission of Indla, Vorking Paper on section 103

Hotor Veliicle Act, 19393 effect of transfer of a
wotor vehicle on insuranced21st Ty 1984),

5. A1l comments received upto 2tst-Hay—1984) the
signing ol tids Leport have been coverad.

SLIEE I WP BT TR
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(a) Govarn?ent of India in the appropriate
Hinlustey,

(b) The Controller of Insurance, Goveruument
1a
of India, Department of Insurance,
(c) three State Governments,
2

(d) five High Courts, and

-3
(e) one lawyer's association
(Incorporated Law -t Soclety/Calcutta)

4
Comments received will be dealt with later.

Te

1a.

24

3

L,

5,

Law Commission File No.F.2(7)84-L.C, B.lo.3
(Finistry of shipping eand Transport,
Transport ting).

Law Comuisgion File No.F.2(7)/84 L.C.
letier of ll.: Controller of Insurance dated

28th August, 1984,

Law Commnission File No.2(7)/84-L.C. S.No.
6, 8 and 9.

Lew Corinlusion File NooF,2(7)/84-L,C. S.No.
3y 4y 10 ward 11 and Law Commission's Flle
NooF.2(1)84~1C., S.Ho.14,

Law Commission Fila No.F,2(7)/84~L.C., S.No.
Se

Clipter 5y dndra,

Ql..’}/"



thres
stages.

CHAPTER 2
THE PRESLENT _LAW

2ele There are three important chronological stages
relevant to the issue now being considered. The most
convenient course would be to state tha present law with

reference to each of these three stages.

224 The first stage is the transfer of the ownership
of the motor vehicle from the previous owner to the
subsequent ownuX'e thig utepe 1a primarily governed by

the sale of Goods Act. As a matter of the law governing
the sale of zoods, awnership of the motor vehicle mey pass
{0 the purchaser.ab the specliifed time. However, the mere
Tawb et otz prnoniie .. tiecbively achieved fov
purpogses of whe pensial luw dosd ot solve the questign now

under consideration, which relates to the transfer of insura=-

| nce., Transfer of property in the vehicle does not, in 1tself,

carry a transfer of insurancg in favour of the purchaser of

the vehicle.

2D dhe uecond st o 19 represented by transfer of the
registration certiticute of the vehicle in favour of the
tronaferee, This stoce is importunt from the point of view
of the administrative provisions of the Hotor Vehicles Act.
But, here agali, the transfer of registratlon does not, in
itself, transfer the benefit of insurance of the vehicle to
the transferee. The mere fact that the registration of the
yehlole was transferred to thne transferee may not, in itself,
Justify the conclusion that the policy alseo stood transferred
to the transiereé. This, at least, is the view oI the HMadhya
Pradegh and the Rajasthzn tiigh Courth diasenting from the

——

1. Paragraph 1.1, 3UBT8s
2, ovarsilal v. lundit Sitacharan Dubey, heI.Re

963 .De 150,

3. Motor Owners' insurance Co. v. Khetpal Singh,




Bffect or
transter

regis-
(7)Y

{Beotion 31)

-~ 2 [4 HES

1
Calcutta view on the subject,

2.4.

Construing section o) | gf the Motor Vehicles

Act, 1939, the Uilssa ligh Court has held az under i

(a)

(b)

2.5,

{he yrovisions of the Act have nothing to do
wvith 1ha avtiershiiy of a motor vehicle, They
provide only for regulation of tie use of

the motor vehicles in public places,

I'he certificate of registration is not a docu~
wenl oi title, but 4t 48 a riece of evidence
to show the owner of the vehicle, who 13 liablu
to pay texes end to perform the duties and
olidlipgations under the Act, There is nothing

lu i sl te sadivate Lhat 1% 48 the regis-
tered owuner who shall be liable to bay compen=-
sation,

Conversely, a change of registration under

gection 31 of the lMotor Vehicles Act is not a condition

precedent to {1tz irensfer of ownership of the vehicle,

Section 31 were!, jwposes, both on the trenstferor and

on the transi:ie-, the cbligation to notiiy tie

transfer, HNow-compliance with Lt would not, however,

invalidate the transfer as such, which has already

taken place.

2,64

The third chronological stage relevant to

the issue under discussion is the formal transfer of

the insurance hensfit to the transferee., It is only

when such a trausfer is effected that the transferee

of the motor vehicle gets the benefit of insurance,

Consequentlally, for any injury caused by any acciddut

1.

2,

Bir Sinch v. Hashi Rashi Banerjee, A.I.R. 1956
N - [z 4y

Cals L25,

Ponda v. Premlata Choudhury, A.I.R. 1980 Orlssa
107, o115 Ans TR, Orissa 166.

.ntac.c5/~



in the course of the driving of the vehicle by the
transrere. or hig servant, the injured person ocannct
meke any claim against the insurer ﬁo!oro the insurance
policy is formally transferred as above.
Zs'f e Thio fivediiun sriecs because the ms Jority of
High Courits have taken the view that upon the transfer
of ownership of a vehicle, the insurance policy cones
to an end, and, in the absence of é stipulation to
'){lm contrary, the benefit of the policy i3 not availa~
ble to the transfeiree without an express egreement
with the Insurawce coupany. Of the numerous rulings tak-
ing this view, scme are referred to in the footno;ea.

2.8, The Andhra Fradesh ligh Court 13 the only one
that takes a different view on the subject.

1 Oriental Fire & General Insurance Co, v. Vimal Rai,
2, United India Fire & General Insurance Co, v,
Chennamma, %.T. . 1982 Kar 14
A National Insurance Co. V. Tge%ggzil Rajan,
el elle 982 Ker. 35&. 357, .

by Gyarsilel v. landit Sitacharan Dubey,
© R 1965 P, 16

S¢ (a) M, Bhoogathx Ve M.BE Vijavalakshni,
edells (9] lado .
(b) lema Ramaswvami v, K.M,V, Pandjani,
. 1.H. 1987 Mad 17E't*§ﬁ?7ﬂ?&737 182)

(¢) Hational tnsurance Co. ve Thirumalel Ammal,
A LR, 1932 Tad, 83,

(d) South India Insurance Co, v. Lakshmi,
AT Ry 1971 Tlad. 347,

6. P.K. Fanda v. Premalata Choudhury,
AJI.Re 1980 Orissa 02.
7s (a) Automobiles Transgo;% sREgasthan) Pvt, 1td,
Ve e"ﬁ’a_»._%___, sdally . o

(b) Dadwed.vi v. Gurbaksh Sin§g, AIR, 1973

RaJ. 317/ is appavently not good law now.

(c) Motor Owners' Insurance Co. v. Khetnal Singh,
A.I.H. 1983 Naj.83 Ehay) (review cases).

See also paragraphs 2.9, to 2.13, infra,

8. Hodi Zaliovds v Hn9§huv Cauna,
U T S RPN 1 D

oo-.o-oG/"
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2.9, -t I not ws 4f the liotor Vehicles Act is totally
sllent on the subject, In 1969, the Act was amended by
inserting, in the Act, section 103A which is intended to
deal with the procedure to be followed for the transfer

of an insurance certificate and the policy of insurance.
The gist of the section may thus stated -

(1) The transferor of a motor vehicle must apply in
the prescribed form to the insurer for the transier of
the certificate of fnsurance and of the policy, in

favour of the transferee.

(11) Vithin fifteen days, the insurer must intimate
to the transferor and the transferee the rafusal, if

any, to the transicr the certificate/the policy.

(141) If no sach iatimation of refusal is given to
both such persons within fifteen days, the certificate
of insurance and the policy described in the certificate
shall be deewmed to have been transferred, in favour of
the person to whow the motor vehicle i1s transferred,

with effect frowm Lliw daote of {he transfer.

(1v) On refusal by the insurer, the insurer is bound
to refund to the transferee the amount, 1f any, which,
under the term of the policy, he would have had to
refund to Lhe Jrwes ndy, lees Lhe trangfercr, for liwe
unexpired term of the polacy.

2,104 However, sgction 103A of the Motor Vehicles

Act summarised above, is not comprahqnsivu enough on
the sublject of effect of transfer of vehicle on the

poligy. For exsuile, 1t leaves out cases where no

1. Paragraph 2.9, supra,
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intimation of transfer 1is given to the insurer. The
hardship resulting from the bresent atate of the iaw

18 apparent from the state of the case 12w. It has
been specifically pointed out in a Kerala cage, to
which we shall have occesion to revert later,

2,11, It has been specifically held in Xarnataka

that the insurer can raise the objection that the policy
of insurance lupses un the transfer of a vehicle without
notifyin: the insurcr in the prescribzd form under

pection 103A of the lictor Vehicles Aot

2,12, 1t would, then, seem, that according to the

view of most IHigh Courts, the policy of insurance is effe-
ctively transferred to the transferee of a motor vehicle
only on compliance with the formalities prescribed by
gaction 1034 of the listur Vehicles Acz.

2413, This is also the English law, as stated by
Goodard J, and confirmed by the Court of Appegl. In fact,
in one ot the decisions of the House of lords reported in

TO31, oo bl mocios aad e ewaded hiwmself thuwt

Lo e this policy depetids upon the hypothesis
thut theve 1s, in tact, sn insured car., When
once the car, which is subject of this policy,
1s sold, the owmer's rights in respect of it
cease and the Eolicy so far as the car 1s

concerned is at an end,"
1. Chapter Feragraphs 2.14 and 2.15,infra,
2. Hational Tusucincze Co, Ltd, v. Thekkeyll Rajan,
3. Faraprapls 3.0, Jofra,

4, Uaited Indis riie & General Insurance Co,Ltd, v.
Chermanima, h. .. 1982 Kur 1.

S For the gist of section 103A, see paragraph 2.3,
SUpro,

6. Feters v. CGeneral Accident & Life Assurance Corpn
~Ltd. (1938) 2 AIT E,Rt, 2677 158 Law Times 57BEC.A.)

i L]

7 Rogerson v3 Scottish Automobiles gtcg Insurance Co,

(1931) A1l E.R, | lop. 606 L.L.

.......8/-—
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2oth. e pesttlea o6 slated whove way be technicully
correct 1n law, but ii cuuses sorious practical anoma-
lies, and even injustice. Take the case of ; the trans-
feree of the motor vehicle. Until the formalities
Preacribed by section 103A of the Motor Vehicles Acl

are completed, the trwrsferee has no protection in the
nature of ifunsurauce, e premiun towards the policy may
have been paid in 1.1 Ly the tronsteror (for the
relevant period), but its benefit does not travel to tie
transferee. Vested with the ownership of the vehicle,
and acquiring use of the vehicle and control over 1t,

the transferee becomes subject to all the risks that

such ownership, use and control usually inveolve. This
includes the risk of an accident, for which the transfe-
ree must pay compensation if someone is fnjured or
killed, And yet, the transferee can recover nothing

from the insurer, even though the policy covers third
party liability, and is a subsisting one. This is
anomalous.

2.15, The anomalies caused by the present position
regarding tiue effect of trunsfer of a motor vehicle with-
out transier of the policy bLecome apparent when one takes
actual cases. In a Punjab casi, the transferor, who

had transferred the wotor vehicle, did not muke any
application for transfer of the insurance certificate.
The transferee applled for transfer of the certificate
onithe 3{st Januory, 1270, but, before that date, an
accident took place on the 24th January of the same year,
Thé accident took plsce after the transfer of ownership,

but before the transfer of insurance. It was Leld that

AR 4 o e e S e i - ——

1o PR . b e
1. S Eean RN RE I S

2, Oriuntol Ve & Genero] insurance Lo, Ltd, v.
Sunt far, A.l.He 1981 P &I 143,

n.cooooig/-
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the transforee was not entitled to indemnity from the
insurance company in recpect of the accident. Thus,
the transferee, even thouoh ha may incur liability towards

third parties, does nol ot tha beneflt of the policy.

this seems higbly snomslous, It is true that
the transferee has not paid the preuwium, and therefore
cunot foel o rdeved, Lut it is Lo be remembered that
at least goow poruon (the transferor) has paid the pre-
mlwe, GHioecover, iL ds gerite 1ikely that the partiee
would Lave tolion the preaolum dnto account in fixing the

congldearotion,

2,16, Frouw the polut of vieu of the victim of an acci-
dent cuused Ly o motor vehlcle, again the present pocit-

ion causzs =erious hardshipe. Under the HMotor Veniclea
Act, thoe victlu con anfocce the 1ebility arialng from
guch accident, notbt cenly ooajiaut tha driver of thae vehicle,
but also ageinst thz incurer whe has accepted third rarty
risk. Dut this beneflcial schame may come to/ frustrated
1f the eccident occvres ofter tlhe Lrangfer of tho owner-
sidp 0L Lies Lot : vl ot of the fortige
litdes prenuilood vy o Y o 10l ol the Fwotor Vehicles
Act, 7This hag beon noticgd ju & HaJasthon cass, to

which we shaoll refer later,

e e oot
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NEED FOR REFORM

P In the light of tha last Chapteé, the prssent

position dees not appear io be satisfactory. It caures
inJustige cind contuston by che traasferor, as well as he
trausferee wnd, « wosl v wtl, - Lo ihe vic%im of a

motor vehicle accldent vho seeks compensaticn agalnst

the insurer.

324 In fact, the present position has not failed to
.brovok. comments for law reform fyom the High Courts,

The latest hint on the subject comes from the Rajasthan
High Couit. In the Rajassthan case, it was held (follow-
ing a long line of decisions of various High Courts)},

that 1f, after the trausfer of a motor vehicle to &

third person, the 1nsurﬁ?nggmpany is sought to be made
lieble to a third party in terms of sections 95(5) and

96 of the liotor Vehicles Act, 1939, the mere fact thut

the reglstraiion of the vehicle had been transferred was
not enough; it wust be shoun that the fect of transfer
wag conveyed te the insui :mce company and accepted by

it. 4his is becuuse Ll contract of insurance 1s a contra-~
ot of perscnal indemnity, which comes to an end whea the
vehicle is transferred {to another person or when the
insured person dies oi* Lecomes bankrupt. For this reason,
the benefit of {he policy of lusurance could not after
the transfer of the wotor vehlcle, Le pursued agalnst the

Insurance company. Ia view of the almost unanimous trend

1. e ke w i 2R atmea,
24 Lotooveptt Zeta, Doy X,
3 lotur Owners! Insurance Lo, Ltd, v. Bhetpel Singh,

AJI.R. 1983, Haj. 83, 90, para 25 (May).

See further paragraph 3.3, infra,

c.-*.."l'l/“‘



of judicizl authority, the High Court had to come to
thic conclusion, However, thils conclusion was

arrived ot vepry reluciantly.

el e doelluces soscrvallon wmade by Hre.Justice
Dwariia bresady, Scobies Chiei Justice, in hils judg-
ment in the RaJasthan cazse referred to abuve, are

pertinznt as to the need for reform of the law -

rhe clndw wode by the injured against the

Juouvancs oy eny falls and hence the same

is dicuisued o agulnst the insurance

conpuny. 1L nust be sald that I have to

come to the aforesald conclusion with much

regret, as in splte of {1he existence of the

elatutory provisions for compulsory Iinstrance,

versons injured in motor accgdents ere left

u1tq HEa e 4 onu:cuq u’ obtalning compen-
Hion, wii’ civ oty Teult of thelr owne The

v : vt o, aad wlth reason
RIS B S U SRRV N ‘fffbls,u Ach o wnsares o thoa
I P A S L iava Ll rilisorbtuae of being

jn}HLLd Ly a dljvul') nzylisence, they would
L leoot gel cowvansoation for the injury
xece ived or thelr dependunts would get
reasoiable compensation, 1f a person is
killed in such en accident, knowing little
abaout the pitfalls,"
Sekis  Fovlier, 1le Kervala ligh Court had, while
bolding bt ioso it o 1054 of the Motor Vehicles
Act, dusa did . e abde My tranafer the Insue
rauce wollcy to tuve transferee of the motor

vehicla, wade the [ollowliy obgervations fer an

amendment of the law -

1. Chapter 2, pupray

2a liotor Owners' Insurance Co, Ltd,, v, Khetpal
SIngh, A.T.H. 1983 Raj. §3”", 50 thay).

3 Hational Insurance (o, Ltd. v. Thekkevil Rajan,

A IR, 1998 Vor. 364, Paragraph 17 {Decewber),

.o.-.-‘~l2/"'
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"1t remains Lo be pointed out that section
1054 docs ol o the whole way. No doubt,
under thet seollew, there 18 a fictional
transfer of the certificate of insurance
and the policy described in the cartificate
taken by the transferor of a vehicle to the
transferee thereof, Ly provisding that unless
the insurer gives intimation of refusal
to transfer the certificate of insurance
and the policy mentioned therein to tha
transferee within 15 days of receipt of the
application for transfer of the ssme in favour
of the transieree, the same shall be deemed
to> have bheen transferred to the transferee
with effect from the date of the transfer

of the motor vehicle. However, ggg statu%i
does nct provide as to wha appen 3

Insurance pollcy end certificate. The stutute
p180 does not provide for coverage by the
insurer or 3rd party risk arlsing out of an

accident that Qgpgens within the 15 days stated
in the sectlon -~ the wrer ol vyery we n
such en event refuse to transfer the certi-~
ficate of Insurance and the policy and avold
Tiahilitw. ¥

Whe feroln Juboeest povs o to observe as under -

o wview o Lhe loree use of motor vehlcley
o the i+ 0 ib appuars to us that it is
siocengady Lot the Jepislature hestows 1ts

altention ¢ these aspects and provide for
such eventuclities as are mentioned above,
Ferhaps the same could be achieved by pro-
viding for a tstatutory fictional transfer
of the certificate of insurance and the
volicy entioned therein automatically with
thio trwe o of the vehlcle, with the
further provicsion that t1ll the insurer
repudiaies the insurance and cancels the
same with notice to the concerned authori-
tics under the lotor Vehicles Act, the
insurancs volicy shall be in force and that
the same would uot lapse on mere

L {2 oot bhe vebicle in respect of

i [T S5
N M b Loy, an
Do e el CENOTLe

0.00-0013/"
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LR IHES R VD O T VORKING PATSR

1 1

I As tiiz taw on the subJect priua focie
o SRR
arvearad in need of reform, the Law Commission,

T toe Lurliins Yoper cirvcolated on tho subject,

St baeta Lo et ive s as bo refora of the law,

[SERENEY E .
fa) heooodioo Lo b flvst alteruative, 1t
was pronosed that where transfer of a
motor vahicle in Favour of the trunsferee
fea v e by the competent anthority
o b coototecstlon ee2vrtiflcate, the
Insurnnee npolicy (or policies, 1f there be
wore b one ) shall atand transferred to the
Proor v ol thaae B nieed of a freuh
i oy oy Yoo oy o
cienooewan ue owiber foruwelity. 1t can
nlso Lo expressly provided that the
transfer of a vehicle does not cause
L policy to lapse. The provisions
Ppoooelion 1034 of the liotor Vehicles
A io-oL o vould, of course, need
Qb v Girctsheedl for Lhe paltond,
{6 oo to the second alternative,

he propsgal was that on the very

transfer of ownershdp of a motor vehicle,

the policy of insurance shall stand
transferred to the transferee, This would

ween that even the transfer of registration

- ¥

1. Working Yaper circulated 31st hay, 1984,



Looewl ot - reyiired.s It was stuted
in the .orling laper that this misht
posgibly railse scme guestions of proof.

caboib o vonll be o slinpler course than

T ST Cosiied viers on the suog ol
vith spcenfio yerece o L Uhe questdon whaothor thoe
was need oot i Tolor Vebiicles Acl, 1939, on the
lines indicoted abiove, and if so, which of the two

alteroalbives pul fo-rth above should be adopted.

Le pive below the pglilst of the comnents
1

received on the vorking taper.,

b, 3. AL the outnei, 1t mav be stated that eleven Judpes
2
of one liph ot Teae an ceimments Lo oliels Hone Judpes
o)
of another iigh Ceurt hove alse neo comments te offer,
4
Lalia S licrnative (ay put forth in the Vorking leper
Lo b e orred 1o bhe Government of sikkim (though
| I

H
tie Lotor veaclen oo does nol apply in Sikkim), and
6

by i teeor oo o o Gocliety, Calcuttas the Latter
s fort oo 0 e et Lie provision scoudda b
phrased wo tder -
Mioan i 1o dlztration of the trausier ot ounar-
ip ool o owotor vendele, the exlsting: policy of
oo o i cooect ereol sihndl be decimed to

N

Lo beoll Lronsferced to or in favour ol the

T Coranaba oo ived apis st vetober, 1904 Lauve all
2 y i T P - L € I L L B G elitie e
3 co kel L bt ).J.Z(Y)UQ”[.C.H.HO.1“.
. i HETROTR Vb ,
4, Laragraph 4.1(a), snpra.

5e Lav Commission File Nol.F.2(7)/84-1C S 06
6. Loy Commission bile NooFe2(7)/84~LDs 3,105
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ivensferae of the motor vehicle with

Crfevtotron the dulte of transfer of the

the Concrolier o s
: feero e o) Iasavrance, Goverimend of India

(erilean L

of cnsincace ), nlso favours the rirst

alternatlve.,  He has raised the polnt that the police

will lssue sum:oons only to the re;glstered ovner, and
2

tharefore, wltervative at (a) is pr‘ef‘e;able.

L LA I DI 3.
4,5, ,.,LLoLu;t;.m (b) put forth in the vorking Faper
Fives . o et . . -~
of tine Law Comwlision has been Favoured by the tovernnment
4
Fyved § - H -~ vy PR I | 5 .
of India (linistry oi Shipping and 1ransport), and
[ 59
)
aluao Ly Lvo Lbtate wvertmenis. ‘inis alternat Lve hag
. R 6
been Tavoured by owe cdgn Cowrta also, Tne Judges

of vue fidpgh Couxrt who };uve favoured alternative (b)
Divde oo sned e viaew thros Ehils alterniatlve vonld be
wove v fenbile, cev have turther nade the swjpestion
th o b ey adso e provided, as oo requirement for
every Liansiei o Goonaship of a motor vehicle, thatl
"the bracaferor oad transteiree (should, Intiwale the
Insurar soout sne s transfer as in section 31, deeming
such: balinebics o g, Lication for the transfer of

insieomee.t e, ave caatess2d the oplnion that if

aqactod, the lacuna polnted out

theze 11ovisions o e

in the terala decision will probably Lo effectively

1) e

NVah-1.0e commens ol

1 foeg Gesadoaion Mide e e 2
the Coneroller of insurance, dated 23Lh fugust,don
2. Sec further paragraph S.4. infra.
3. Lavagrach 4.1(b), suuly.
b, Vowr Com losion Fille Hol.F.2(7)/84-1C.5.00.7

5. Lo o Gosion Tile DolF.2(7)/84-10 S.ilos 9 and 0.
PRI o il holeme2(7)/84-1C Balos 3, b, 1000 0
7. Co o Pt HolFe2(7)/80=L0 Salodb,

8. Tl 1ei. renoe secms o be to Jntlonal Insnratce

ooty e, celahie 1982 ker, 304 o



t 1,6, The Stata Government of “aharuqhtra, in 1ts conment

ment on the Working Paper issuad by the Law Commission, has made

shtra.n sugastion that the tr usferor must make to the insurer
chesrplicobion for Lo oo of Lhe certificate of insuratice
c bbb LR,y s ¢+ the lnsurer's refusal, the
trousferce should not veive bhe vehilele in o public pluace
uithoul toling oat - i o0 loaurgice. The Dlate Govelnment
Cortior supcests pencdleatdon of the fallure to make an
application for transfer of certificate of insurance and
policy, and aven suggests minimun sentence by amending
saction 125 of the Motor Vehicles Act, 1939, We have find
ouraalves wable to apres with the sugpestion., It would
hardly moob the demands of soclal Justlce and wonld not
achieve the objectlives wderlylng the proposal for ¥ reforn
as put forth in the Working Paper. Such a cumbersone
procsdite o 1 envlsapgal In the comment would leave

welforg okl ally ns they ares  In practice, 1t is
bowd to voise vordiooas tockunl controversies as to when
the applle.tion Lo 4 ..fev ( as envisagel) was made,
when 3% o reruzcd,  vion the letter of refusal was

received by the transferee. He see no need for keepling

the 1avw encumbored with such controversiese

j CL S L il s Tetber of the
o, Lo ot dtol oy pepartoenty Maharashtra,

Ho, LAC j08%/626(/72) datad “lat September, 1084,
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5.1s Having taken iut, accolnt the present gtate of the law,

and the hardship eaused khereby, and having considered X the

varfous shades of viaw expressed in the commentsg pecoived
fw3

on the Working Paper, the Law Commission has come to the
conclusion that
(9 an amendmant of the law ia badly nheelded; and
(b} the umenduwens thould proceed on the basis that
on the tranatur of ownership of a motor vehi ala,
the policy of insurance shall stand transferred
tu the tu nsferee from the date of trunster of
outtet shil o,
b obber words, v Commission favours the second
alboruabive ouk vy Uis Luo slberuatives - (u) and (b) ~ which
vYera pub forth In ths Uorking Papel‘% A point CUIIC(:I‘Jli“gr

te)
otlee will bo doslt with in the detalled recommendstion,

6
540, Tue Gl beonabi o ravoured by us ~ automatic transfer

of Insursnics beuetfli on Lrauster of the vehlecle - appears
to be badly needed, in order to eliminate the serious

anomalles that arise wndor the present law,

1. Chapter oy quura.
a, Chapter Jdy SNLEY.
3. Chapter 4, gupra.
4, Peragrah 4,31(hH) y LlUulgw

Favoero ooy,

7.
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If the other altero o RTINS TR wilting for transfer of

registration - 44 adopted, tnere will result cons!d.ruble

dalay in tha effective trinsfer of insurance benaflts,

B RN . .
sV owonuld eeal gt \i{{l“ju\_ﬂ) tho 1llter~ragnmﬂ (1.60 dllri“g

; Lo : [ . .
[ ol . O S Y I TS

HEENENEE I | Lrcaafar
L ARERER BEVE & vabion ).

(a) the verd Ly wanld have been traasferrad
(physically and legally) to tha transferee,

wiy (or wineg erployeag) might be operating 1t;

£ cad yoi, L wistin of an acel dent caused by
vhe o0 tion o F the vehlole by the transrteree,

ad entfbiLg in 310 to be cempansuted, canntot
anforce the Mability ugalnst the insurer,

sinece Ll ingurer < take the plea that the
transferze of the vehicle does not automatically

become entitled to the benefit of the ingurancas;

(¢) the trausferes of the vehicle hinself would
remain uicovered by insurance agaiust the
risks nsunlly covered by policles of insuraice

of motor vehicles;

(d)  ithe trinsferor may, in theory, be entitled
Lo the bonetit of the ingurance, but, as
regards v, 10 iy onuly a rlght of academic
Intercgi, teocause, having parted with the
outled slitp LU the vehlcley, he does not need

any protection,



Simpler
rhieme
rreferre:d,

T he
gquecticn
of ooy

o f

BUMTCLN,

"
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—

)

-
e

For #4111 these reasons, we prefer the
sitapler schems of autenitic transfer of Insutance
virhts on transfer of ownership of the vehicle.
As already stated, a point concerning notice will
e de1t wilhi, in the detailed recommendation that
Shhe e s dn e course,

C oo v cownent received on the Viorking
sebed trom ibe Centroller of Insurance, the point

hes been raiixd that the alternative (a) ot the
dorking che; should be preferred, as the police
vill slways issue summons to the owner of the
vebhicls us 10 dstered, amd therefore the benefit

ol insurance should bz transferred to the trausferee

only from the date of registration, Ve do not,

,!(_r.('vj'e_inuw_‘ﬁ

thirle  that this, in itself, can constitute
N Laridon of the seounl

bl s by e o benefit of ivsuaronce on

tronafer of onuership). The issue of sumusons at

the instance of the police is a matter concerned

witl criminel jnoceedings, and can arise only if

Ihere 35 5 o o2 of un offence, either under the
fote-c Y 1 o cper Lhe Motor Veliicles Act, If a
perscu, o0 5 oving Lrensferred ownersbip  of the

vehicle, 50311 continues to operate the vehicle

and pobn fuvelved in an accident attracting criminal
1izbility, he has himself to blame. In any case,
the policy of insurance has nothing to do with his
criminal Jiability , and questions as to 1ts
effective date of transfer have therefore no

direct relev.nce to criminal proceedings or investi-

gation into cffences,

1o See Parzgraph 5.8, infra,
?. Paragraph 4.4, supra (Controller of Insurance),

. Peroagraph 4,1 (a), supra.



Para
5.4,
contd,

Luestions
of
proof,

At oodyg the civil liability to
pay coapensulion for harm caused by an
accident, after transfer of ownership and
control of the owner, a person cannot be held
liable for en accident cauged by the car if he
( or his employee) was not driving the vehicle

At the time of the driving,

5.5, Befure coming to a firm conclusion
on the subject vs indicated abole, we have
siwen gome thought to the question of proof,
oo ety i the Working Papei, we had made
Aoy wiile reference to this aspect ~ without,
of coutge, expressing any final view on the
poinb, lovever, locking to the enthusiasm shown
in favour of adopting this particular alternative
in the commentis recelved én the WOrkiné Paper,
e vk bbb ono gericus practical difficultles
choeld arise on Lthis score, The views
expressed in the commints regard this alternative
sg the more practicable, Apart from the
sl v senazlves have iried to explore
coaoLiile tidfieatties of proof, and we have
come to the conclusion that there should be
nene, Incidentally, the transferee of ownership
would normally be in possession of the vehicle,
cnl that 1tself is prima facie evidence of

5
cuneehip.

1. Faragr-ph 5.3, supra,
2. Paragraph /,1(b), supra,
3+ Chapter 4, gupra,

4, Law Commission File No, F,2(7)/84-L.C.
S.No.4,

5., Section 110, Indian Evidence Act, 1872,



LA Ti11 there pe many buseleug
Pt e dosurance benefit, ir

Lhe 1o transfer of Ownership 15 to

bove the effect of transfer of the bLenefit
{ng Proposed )y Ve do not think 8o,
ifost claims apalnst the insurer, in

practice, are fror re-imbursement jip

respect nf o

(i) total loss of the
vehicle (e.g, by t1hefy

or fire); o1

(1i) dumage caused to the
vehicle by accident
cutised by another
vehilcler  or

(i1ii) Lhlrd poarty claims,

A person whd has not acquired
phiysle T possession of the vehicle asg a
Lrensterc e will hiardly, 1f ever, malke
such a claim, 1In general, he would put
in a cloim for total loss of’y or partial
domees ot the vehicle, enly if he had
Coev e uf bhie yohiicle,
Sluibeciy, bulove he cloims re~imbuwrsement
for third party claims, he will huve to
subst ntiate that he ( or his employee) was
fctu 11y operating the vehicle, These
R - ohkoulidt be enouph to rule out

Pt

>



om0 r‘f,';’, Lien Ty il 1 -, e - Y

g T Conob elog bk 4t necesgury that Intimation
v in ba of transfar e Ty e

a1t on anster to the 1y e should be 4 condltion

reodmnt crecnde ' 1e S, 03

froent Frecadent, n fractice, such an intimation will be
rights. givan in most Cases, sincs the transfarse would like

to ensure that the renewal notice comss to his address,
At wa do not think that such an intlmation should be
mads a conditlon LBrecodent for tro ansferridng, to tha
’r-nfferec, Ehim bennf i e Thottronea, e qya adverting

tr thia nn

acly becons Gos e o raceivad en bhe

Coridng Vaser 4 asned by ue paken sict. o su restion.
T8l us a0 "econmnd is, that if notice of

Bromnter Gf e otor vohdele b not been given by the

brenafocor cr i b o ew Letfore the dnstitution

el oottt beoed Policy of dnsurance, the court

Vb ol ecount by ewerding costs in

ov . mmanda. .0, T the Tteby of Ml o2 hove stited above, 98
tion to X‘L‘Vﬂ“!'
gection 100 Teeormand Lh £ oot i, 3., Motor Vehicles Act, 1939,

Faotar Iah‘ldc"

=ﬁ(t: al Tor whoald b peuioeed cooo by Mo Indicated 4n thisg chapter.

iConumytentisl ) .
Changen, The gict nf vk oo boe in mind regarding section 1034
15 ng under:
{0) Hren the trousfer of ownership dm

hiela s Lhe poller of
oo et Lhereo! shatl standd

e noferred Lo Los Lranaferse wibth

effect from Lhe date of such trunsfar

of omership,

consert.obbdl chigipes as may be necessary in

Elle ollimy el ¢ ths fet, ond dn the rules iusued
undeyr th wa!, E A b cirrled out,

. Parapy ‘Lh li "5, SRS

1 .
<. Y'Tl?k»"hb 5.7 [EEDRTIES 7y Supra.
3 droft unendeent,

3. This Is not o
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(b) If notice of transfer of the motor vehicle
hoas not been given by the transferor or the
tronateres, before the dnstitution by the
trongferes of o sult against the lnsuvey
based on the policy of insurance, the court

mny tale that fact into account in awarding

cos b g suaeh o siaitb.
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