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THE MOTOR VEHICLES ACT, 1988: HISTORY, 

OBJECT, SCOPE AND SALIENT FEATURES 
-MEETALI HANDA1 AND PHALAK SAHNI2 

 

INTRODUCTION  

 

With the development of civilization, act of negligence have become actionable 

wrong. In the English Law, any person or the legal representative of deceased 

person who expired on account of negligent act of other can besides instituting 

criminal proceeding, recover damages under the Law of Torts.  

 

The Motor Vehicles Act is an Act of the Parliament of India which regulates all 

aspects of road transport vehicles. The Act provides in detail the legislative 

provisions regarding licensing of drivers/conductors, registration of motor 

vehicles, control of motor vehicles through permits, special provisions relating 

to state transport undertakings, traffic regulation, insurance, liability, offences 

and penalties, etc. For exercising the legislative provisions of the Act, the 

Government of India made the Central Motor Vehicles Rules 1989 

 

The amendments to the Motor Vehicle Act were passed by the Parliament 

recently but most have come into effect from September 1, 2019. This means 

that driving errors are going to make a huge dent in your monthly budget and 

some of them may cost you the same or more than your monthly fuel bill. The 

transport ministry issued a notification dated August 28, listing out all the laws 

that have come into effect from September 1, 2019.  

 

The Motor Vehicles (Amendment) Act, 2001 

 

Third times amendments to this act were brought by the Motor Vehicles 

(Amendment) Act, 2001. The Motor Vehicles Act, 1988 is a Central legislation 
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through which the road transport is regulated in the country. By the Motor 

Vehicles (Amendment) Act, 1994, inter alia, amendments were made for make 

special provisions under sections 66 & 67 so as to provide that vehicles 

operating on eco–friendly fuels shall be exempted from the requirements of 

permits and also the owners of such vehicles shall have the discretion to fix 

fares and freights for carriage of passengers and goods.  

 

The intention in bringing the said amendments was to encourage the operation 

of vehicles with such eco-friendly fuels. However, it has been observed that 

during the last several years, not only the supply of eco-friendly fuels like CNG 

has increased tremendously, a large number of vehicles have come on the road 

which in terms of sections 66 and 67, as amended by the Motor Vehicles 

(Amendment) Act, 1994, are operating without any requirement of permits and 

are, therefore, not subject to any control of the State Governments. The number 

of such vehicles is likely to further increase substantially16.  

 

OBJECT AND SCOPE 

 

The Motor Vehicles Act18, 1988 has been applicable to whole India and has 

been prepared to achieve the following objectives: 

 

I. To take care of the fast increasing number of both commercial vehicles 

and personal vehicles in the country. 

 

II. The need for encouraging adoption of higher technology in automotive 

sector. 

 

III. The greater flow of passenger and freight with the least impediments so 

that islands of isolation are not created leading to regional or local 

imbalances. 

 

IV. Concern for road safety standards, and pollution-control measures, 

standards for transportation of hazardous and explosive materials.  
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CONCEPT AND MEANING OF ACCIDENT 

 

The term ‘accident’ has not been defined in the Motor Vehicles Act. The term 

‘accident’ was first time defined in Fenton v. Thorley & Co. Ltd.23 as unlooked 

for mishap which is not designed nor expected. 

 

In United India Insurance Co, Ltd. v. Somari Devi24case it was observed by the 

Patna High Court that the word ‘accident’ generally denotes an event that take 

place without one’s foresight or expectation, i.e. an event which proceeds from 

an unknown cause or is unusual effect of a known cause or contingency. An 

accident which is unforeseen is accident which term means some unexpected 

and unforeseen event or overlooked mischief. It is an event happening without 

concurrence of will of the person by whose agency it was caused. 

 

It may incidentally be stated that the term ‘accident’ for the purpose of law 

relating to compensation includes any injury not designed by the injured himself, 

and it is of consequence that the injury was designed and intended by the person 

inflicting the same. 

 

In the matter of Oriental Insurance Co. Ltd. v. Dongkholam27it was held by 

the High Court that the difference between a murder which is not an accident  

and a murder which is an accident, depends on the proximity of the cause of  

such murder. If the dominant intention of the act of felony is to kill any 

particular person then such killing is not accidental murder but is a murder 

simpliciter, while if the cause of murder or act of murder was originally notr 

Vehicles Act, 1988, authorizing the person specified therein to act as a 

conductor. 

 

I. Accident and Other Allied Expressions like Act of God, Inevitable 

Accident, Latent Defect, etc. 

 

All causes of inevitable accident may be divided in to two classes: 
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1. Those which are occasioned by the elementary forces of nature 

unconnected with the agency of man or other causes; and 

 

2. Those which have their origin either in whore or in part in the agency of 

man, whether in acts of commission or omission, non-feasance or of 

malfeasance, or in any other cause independent of the agency of natural 

forces. 

 

The term ‘act of God’ is applicable to the former class. 

 

The expression ‘act of God’ signifies operation of natural forces free from 

human intervention, such as lightning or severe gale, snow storming, hurricanes, 

cyclones and tidal waves and the like, though every non-expected wind or storm 

cannot operate as excuse from liability if there is reasonable possibility of 

anticipating their happening e.g. the possibility of extraordinary floods in any 

particular region being within competence of authorities to take precautionary 

steps29, i.e., some casualty which human foresight could not discern and from 

consequences of which no human protection could be provided In United India 

Insurance Co. Ltd. v. Economic Roadways31case it was held that since act of 

God is a ground for defence, it is for the defendant to prove that accident had 

occurred for reasons beyond his control. 

 

In claims for compensation, governed by beneficial legislations, the defence of 

act of God or of latent defect is a feeble defence. Tyres fleeing off running 

vehicle and hitting deceased was not held an act of God by the Rajasthan High 

Court32. 

 

In Sarda Devi v. Birbal Ram case, where the accident had occurred because of 

tyre burst but the owner had failed to establish that tyre was road worthy, the 

finding of tribunal that it was an act of God was reversed by appellate court 

holding that owner and driver were negligent in operating the bus with unroad-

worthy tyres. 

 



      Corpus Juris                                                                                                 ISSN: 2582-2918  
      The Law Journal   website: www.corpusjuris.co.in	
	

 CORPUS JURIS|5 

Defence of act of God, or of Latent defect feeble under Compensation Laws 

In the matter of Sharma v. Kartar Singh where a driver, continuing to drive a 

jeep when there was storm despite request of occupants to stop, cannot plead 

that accident was an act of God. 

 

In R.J.Foujdar Bus Service v. Ganpat Singh where a driver took the bus on the 

bridge when water was overflowing. The bus was washed away, resulting in 

death of several passengers. Accident was not an act of God and negligence of 

driver was writ large. 

 

In Madhya Pradesh State Road Transport Corporation v. Bhoj Singh, the bus 

collided against a tree which caused tyre burst in the rear wheel, causing injury 

to a passenger. The defence was that the tyre was in good condition and that 

the burst was a vi major. The evidence was that the bus was overloaded. It was 

held that the tyre burst was due to overloading and that the driver was negligent 

in having the bus overloaded. 

 

In State of Rajasthan v. Ram Prasad, claim for compensation was made under 

the Workmen’s Compensation Act, 1923, in respect of death of a lady worker 

who died of an accident which took place on account of lightning. The defence 

was that lightning was act of God. Repelling such defence, the court observed: 

“… the concept of the liability under the Act is wide enough to cover a case of 

this nature in as much as death has taken place arising as result of accident in 

the course of employment.  

 

It is no doubt true that accident must have a causal connection with the 

employment and arise out of it. If the workmen is injured as a result of natural 

force such as lightning though in itself has no connection with employment, she 

can recover compensation by showing such employment exposed her to such 

injury. In this case, the finding is that the said….was working on the site and 

would not have been exposed to such hazard of lightning striking her had she 

not been working so. 
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AN ACCIDENT ARISING OUT OF THE USE OF A MOTOR 

VEHICLE 

 

The expression ‘ an accident arising out of the use of a motor vehicle’ is the 

foundation of a claim for compensation and is, therefore, of vital significance 

which, of course, needs an independent chapter for the construction and 

meaning thereof. 

 

In construing the scope of the expression ‘ accident arising out of the use of a 

motor vehicle’, it can be said that the word ‘use’ is used in the Act in a wide 

sense so as to cover all employments of a motor vehicle, so that whichever the 

vehicle is put into action or service, there is ‘user’ of the vehicle within the 

meaning of the Act, whether the vehicle was being driven or repaired or simply 

parked or kept stationary or left unattended and in that sense, the vehicle is 

used, whenever the vehicle is driven out for any purpose, whatsoever. This, 

without anything more, is sufficient to attract the provisions of the Act. Thus, 

whenever any accident occurs causing death of or bodily injury to persons 

because of the vehicle or in the course of its user, the jurisdiction of the Claims 

Tribunal arises. 

 

In Union of India v. Satish Kumar Patel40 and Gujarat State Road Transport 

Corporation v. Union of India41 s matters where accidents do often occur 

because of collision between a train and a motor vehicle, usually on unmanned 

level crossing, and such accidents may take one of the following modes, namely: 

 

a. Where there is negligence only on part of the driver of the train. 

 

b. Where the railway, or the driver of a train and the driver of a motor 

vehicle are both jointly responsible for the accident in question. 

 

c. Where the driver of a motor vehicle is alone responsible for the accident 

in question. 
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In cases falling within (a.) above, the accident cannot be said to have arisen out 

of the use of motor vehicle and a claim for compensation cannot lie before a 

Motor Accidents Claims Tribunal, but in cases covered by (b) and (c) above, the 

accident shall be held to have arisen out of the use of a Motor Vehicle, and a 

claim for compensation shall lie before the Motor Accidents Claims Tribunal. 

Section 165 provides the form of constitution of Claim Tribunal in adjudging 

claims of compensation in respect of accidents involving the death of bodily 

injury to persons "arising out of the use of Motor Vehicle". Being welfare 

legislation the scope of this term have been widened which includes accident by 

a stationery vehicle, injuries suffered by passengers in bomb blast, injuries due 

to fire in petrol tanker. Murder in a motor vehicle has also been covered as a 

motor accident.  

 

In Bipal Bashi Das v. Oriental Insurance Co. Ltd.43 where the extremists had 

hired a vehicle causing death of one and injury to other passengers, death was 

held to have arisen out of use of motor vehicle. 

 

In New India Assurance Co. Ltd. v. Sheeja44 where the driver taken his taxi to 

workshop and the gas cylinders exploded in the course of repair, the accident 

was held to have arisen out of use of motor vehicle. 

 

SALIENT FEATURES OF MOTOR VEHICLES ACT, 1988 

RELATING TO AWARDING OF COMPENSATION IN MOTOR 

ACCIDENT CASES 

 

The relevant provisions relating to awarding of compensation in Motor Vehicle 

Accidents has been provided in Chapter X, Chapter XI and Chapter XII of the 

Motor Vehicles Act, 1988. These chapters deal with following subjects: 

 

1. Chapter X deals with No Fault Liability in certain cases. 

2. Chapter XI of the Act deals with Insurance of Motor Vehicles against 

Third Party Risk, and 
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3. Chapter XII of the Act deals with establishment of Claims Tribunals, 

application for and award of compensation in cases of accidents arising 

out of use of Motor Vehicles, recovery of amount of compensation from 

insurer as arrears of land revenue and other procedural and incidental 

matters. 

 

In this chapter, first two chapters i.e. Chapter X & XI of Motor Vehicles Act, 

1988 have been studied and judicially analyzed. Third chapter i.e. Chapter XII 

of Motor Vehicles Act, 1988 is studied separately in the next Chapter with title 

“Claims Tribunals under Motor Vehicles Act”. 

I. Liability to Pay Compensation in Certain Cases on the Principle of No 

Fault. 

 

Sections 140 to 144 of the Act, provides for payment of compensation on the 

principle of no fault liability i.e. without any fault on the part of any party. 

 

Section 140 of the Motor Vehicles Act, 1988 provides for liability to pay 

compensation in certain cases on the principle of no fault. Where death or 

permanent disablement of any person has resulted from an accident arising out 

of the use of a motor vehicle or motor vehicles, the owner of the vehicles shall, 

or, as the case may be, the owners of the vehicles shall, jointly and severally, be 

liable to pay compensation in respect of such death or disablement in 

accordance with the provisions of this section. 

 

(a)  The amount of compensation which shall be payable under section 140 

(b)  Notwithstanding anything contained in Section 140(2) regarding death or 

bodily injury to any person, for which the owner of the vehicle is liable to 

give compensation for relief, he is also liable to pay compensation under 

any other law for the time being in force: 

 

Provided that the amount of such compensation to be given under any other 

law shall be reduced from the amount of compensation payable under this 

section or under section 163 – A”. 
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Section 140 of the Act provides that in case of death or permanent disablement 

of any person resulting from an accident which arise out of use of a Motor 

Vehicle/s, the owner of offending vehicle/s shall be liable jointly or severally to 

pay compensation in respect of such death or permanent disablement. Under 

this section amount of compensation is a fixed amount of Rs. 50,000/- in case 

of death and Rs. 25,000/- in case of permanent disablement.  

 

For claiming such compensation, claimant is not required to plead that such 

accident is occurred due to negligence or fault of the owner/ driver of the 

vehicle and death or permanent disablement is result of that accident. Moreover, 

such claim shall not be defeated by reason of any wrongful act, neglect or default 

on the part of the person whose death or disablement has been occurred. Nor 

the quantum of compensation shall be reduced due to contributory negligence 

on the part of person who sustained disablement or death. 

 

Compensation awarded under this section does not barred the victim to claim 

compensation under any other law being in force, though the amount of such 

compensation to be given under any other law shall be reduced by the amount 

of compensation payable under no fault liability under this section or in 

accordance with the structured formula laid down under schedule -2 to this Act 

read with Section 163A of the Act. 

 

In New India Assurance Co. Ltd v. Mehebubanbibi49 case the deceased was 

deputed by his employer to carry a damaged transformer in a tractor. The tractor 

fell in to a ditch. The deceased was pressed under the damaged transformer, 

sustained injuries and died in hospital. Death of the deceased had arisen out of 

and in course of his employment. Though the case was not one of no fault 

liability, but as the accident had occurred due to negligence of the driver of the 

tractor, yet the fact of the case attracts for a claim of double compensation under 

two different laws, irrespective of whether the claim is based on fault liability or 

on no fault liability. 
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What is material is that a claim under the Motor Vehicles Act is no bar to 

claiming compensation, if permissible, also under a different law. The Double 

Bench of Gujarat High Court held that the heirs of deceased in such case could 

claim compensation both under the Motor Vehicles Act for negligence of the 

driver of the tractor and also under Workmen’s Compensation Act, 1923 for 

death occurring out of and in the course of employment. 

 

Notwithstanding anything contained in section 141(1), where in respect of the 

death or permanent disablement of any person, the person liable to pay 

compensation under section 140 is also liable to pay compensation in 

accordance with the right on the principle of fault, the person so liable shall pay 

the first-mentioned compensation and if the amount of the first- mentioned 

compensation is less than the amount of the second- mentioned compensation, 

he shall be liable to pay (in addition to the first-mentioned compensation) only 

so much of the second-mentioned compensation as is equal to the amount by 

which it exceeds the first-mentioned compensation and also if the amount of 

the first-mentioned compensation is equal to or more than the amount of the 

second-mentioned compensation, he shall not be liable to pay the second-

mentioned compensation. 

 

The provisions of this Chapter shall also apply in relation to any claim for 

compensation in respect of death or permanent disablement of any person 

under the Workmen’s Compensation Act, 1923 (8 of 1923) resulting from an 

accident of the nature referred to in sub-section (1) of section 140 and for this 

purpose, the said provisions shall, with necessary modifications, be deemed to 

form part of that Act. 

 

The provisions of this Chapter shall have effect notwithstanding anything 

contained in any other provision of this Act or of any other law for the time 

being in force. 
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NECESSITY OF INSURANCE AGAINST THIRD PARTY RISK. 

 

Chapter XI of the Motor Vehicles Act, 1988 deals with Provisions regarding 

insurance of motor vehicles against third party risks. 

 

Section 145 of the Act defines certain terms like authorized insurer, certificate 

of insurance, liability, policy, property etc., which terms are relevant to motor 

insurance against third party. Some of the definitions are as under: 

 

(a) Authorised Insurer  

(b) Certificate of Insurance 

(c) Liability 

(d) Policy of Insurance 

(e) Property 

(f) Goods 

 

THIRD PARTY INSURANCE: DEFENCE AVAILABLE TO THE 

INSURER.  

 

Rights of Third Party Against Insurers on Insolvency of Insured. 

 

Section 150 of the Act provides for the rights of third parties against insurers 

on insolvency of the insured. Sub section (1) of the Section provides that where 

under any contract of insurance effected in accordance with the provisions of 

this Chapter, a person is insured against liabilities which he may incur to third 

parties, then in the event of the person becoming insolvent or making a 

composition or arrangement with his creditors, or where the insured person is 

a company, in the event of a winding-up order being made or a resolution for a 

voluntary winding-up being passed with respect to the company or of a receiver 

or manager of the company’s business or undertaking being duly appointed, or 

of possession being taken by or on behalf of the holders of any debentures 

secured by a floating charge of any property comprised in or subject to the 

charge, if, either before or after that  event, any such liability is incurred by the 
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insured person, his rights against the insurer under the contract in respect of the 

liability shall, notwithstanding anything to the contrary in any provision of law, 

be transferred to and vest in the third party to whom the liability was so 

incurred. 

 

Duty to Furnish Particulars of Vehicle Involved in Accident. 

 

Section 160 of the Act deals with duty to furnish particulars of vehicle involved 

in accident. It states that a registering authority or the officer-in- charge of a 

police station shall, if so required by a person who alleges that he is entitled to 

claim compensation in respect of an accident arising out of the use of a motor 

vehicle, or if so required by an insurer against whom a claim has been made in 

respect of any motor vehicle, furnish to that person or to that insurer, as the 

case may be, on payment of the prescribed fee any information at the disposal 

of the said authority or the said police officer relating to the identification marks 

and other particulars of the  vehicle and the name and address of the person 

who was using the vehicle at the time of the accident or was injured by it and 

the property, if any, damaged in such form and within such time as the Central 

Government may prescribe. 

 

Special Provisions as to Compensation in Case of Hit and Run Motor Accident. 

Section 161 of the Act provides for special provisions as to compensation in 

case of hit and run motor accident. It provides that for the purposes of this 

section, section 162 and section 163 – 

 

a) “grievous hurt” shall have the same meaning as in the Indian Penal Code, 

1860. 

 

b) “hit and run motor accident” means an accident arising out of the use of 

a motor vehicle or motor vehicles the identity whereof cannot be 

ascertained in spite of reasonable efforts for the purpose; 

 

 c) “scheme” means the scheme framed under section 163. 
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Notwithstanding anything contained in the General Insurance Business 

(Nationalisation) Act, 1972 or any other law for the time being in force 

or any instrument having the force of law, the General Insurance 

Corporation of India formed under section 9 of the said Act and the 

insurance companies for the time being carrying on general insurance 

business in India shall provide for paying in accordance with the 

provisions of this Act and the scheme, compensation in respect of the 

death of, or grievous hurt to, persons resulting from hit and run motor 

accidents. 

 

Subject to the provisions of this Act and the scheme, compensation shall be 

paid in respect of the death of any person resulting from a hit and run motor 

accident, a fixed sum of twenty-five thousand rupees and in respect of grievous 

hurt to any person resulting from a hit and run motor accident, a fixed sum of 

twelve thousand and five hundred rupees. 

 

The provisions of sub-section (1) of section 166 shall apply for the purpose of 

making applications for compensation under this section as they apply for the 

purpose of making applications for compensation referred to in that sub- 

section. 

 

In Moosola Rama Rao v. District Collector, Srikakalum it was held by the high 

court that the applications for compensation under that Scheme have to be 

decided expeditiously. Where an application for compensation in a hit and run 

accident had been kept pending for more than four years, direction was issued, 

in writ jurisdiction, to decide the application within three months. 

 

Refund of Compensation Paid Under Section 161. 

 

Section 162 of the Act deals with refund in certain cases of compensation paid 

under section 161. It provides that the payment of compensation in respect of 

the death of or grievous hurt to any person under section 161 shall be subject 

to the condition that if any compensation or other amount in lieu  of or by way 
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of satisfaction of a claim for compensation is awarded or paid in respect of such 

death or grievous hurt under any other provision of this Act  or any other law 

or otherwise so much of the other compensation or other amount aforesaid as 

is equal to the compensation paid under section 161 shall be refunded to the 

insurer. 

 

Before awarding compensation in respect of an accident involving the death of, 

or bodily injury to, any person arising out of the use of a motor vehicle or motor 

vehicles under any provision of this Act (other than section 161) or any other 

law, the Tribunal Court or other authority awarding such compensation shall 

verify as to whether in respect of such death or bodily injury compensation has 

already been paid under section 161 or an application for payment of 

compensation is pending under that section, and such Tribunal, Court or other 

authority. 

 

Scheme for Payment of Compensation in Case of Hit and Run Motor 

Accidents. 

 

Section 163 of the Act deals with scheme for payment of compensation in case 

of hit and run motor accidents 

 

A scheme made under sub-section (1) may provide that – 

 

(a)  a contravention of any provision thereof shall be punishable with 

imprisonment for such term as may be specified but in no case exceeding 

three months, or with fine which may extend to such amount as may be 

specified but in no case exceeding five hundred rupees or with both; 

 

(b)  the powers, functions or duties conferred or imposed on any officer or 

authority by such scheme may be delegated with the prior approval in 

writing of the Central Government, by such officer or authority to any 

other officer or authority; 
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(c)  any provision of such scheme may operate with retrospective effect from 

a date not earlier than the date of establishment of the Solatium Fund 

under the Motor Vehicles Act, 1939 (4 of 1939) as it stood immediately 

before the commencement of this Act112. 

 

Provided that no such retrospective effect shall be given so as to 

prejudicially affect the interests of any person who may be governed by 

such provision113. 

 

A hit and run accident is one in which the identity of the offending vehicle 

cannot be ascertained since it had hit and run away. 

 

In New India Assurance Co. Ltd v. Rajendra Prasad Bhatt114 it was held by the 

court that a Scheme under section 163 in the name of Solatium Scheme, 1989 

has been framed and Rule 20 of that Scheme makes it clear, that an application 

for compensation thereunder has to be filed in Form 1 before the Claims 

Enquiry Officer of the Sub-Division in which the accident has taken place and 

not before the Motor Accidents Claims Tribunal. 

 

Power of Central Government to Make Rules. 

 

Last Section in Chapter XI of the Act is Section 164 which confers powers on 

Central Government to make rules. This section provides that the Central 

Government may make rules for the purpose of carrying into effect the 

provisions of this Chapter, other than the matters specified in section 159. 

 

Sub Section (2) of Section 164 provides that without prejudice to the generality 

of the foregoing power, such rules may provide for – 

 

a. The forms to be used for the purposes of this Chapter; 

b. The making of applications for and the issue of certificates of 

insurance; 
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c. The issue of duplicates to replace certificates of insurance lost, 

destroyed or mutilated; 

d. The custody, production, cancellation and surrender of certificates 

of insurance; 

e. The records to be maintained by insurers of policies of insurance 

issued under this Chapter; 

f. The identification by certificates or otherwise of persons or vehicle 

exempted from the provisions of this Chapter; 

g. The furnishing of information respecting policies of insurance by 

insurers; 

h. Adopting the provisions of this Chapter to vehicles brought into 

India by persons making only a temporary stay therein or to 

vehicles registered in a reciprocating country and operating on any 

route or within any area in India by applying those provisions with 

prescribed modifications; 

i. The form in which and the time limit within which the particulars 

referred to in section 160 may be furnished; and 

j. Any other matter which is to be, or may be, prescribed. 

 

REVIEW 

 

In order to give effective rights to the person injured or expired in an accident, 

Fatal Accidents Act, 1885 was enacted in India. This Act was amended several 

times to keep it up to date. Various Committees and the Law Commission have 

gone into different aspects of road transport. They have recommended for 

updating, simplification and rationalization of this law. The Motor Vehicle Act, 

1988, has been enacted with following objectives:- 

 

Section 140 of the Act provides that in case of death or permanent disablement 

of any person resulting from an accident which arise out of use of a Motor 

Vehicle’s, the owner of offending vehicle’s shall be liable jointly or severally to 

pay compensation in respect of such death or permanent disablement. Under 
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this section amount of compensation is a fixed amount of Rs. 50,000/- in case 

of death and Rs. 25,000/- in case of permanent disablement.  

 

Compensation awarded under this section does not bar the victim to claim 

compensation under any other law for the time being in force, though the 

amount of such compensation to be given under any other law shall be reduced 

by the amount of compensation payable under no fault liability under this 

section or in accordance with the structured formula laid down under schedule 

-2 to this Act read with Section 163A of the Act. 

 

The Insurance Company cannot avoid the liability except on the grounds, which 

have been provided in Section 149(2) and not any other ground. In recent times, 

Supreme Court while dealing with the provisions of Motor Vehicle Act has held 

that even if the defence has been pleaded and proved by the Insurance 

Company, they are not absolved from liability to make payment to the third 

party but can receive such amount from the owner insured. If knowledge or 

connivance has not been proved, the Insurance Company shall remain liable 

even if defence is available. 

 

Section 161 of the Act provides for special provisions as to compensation in 

case of hit and run motor accident and Section 163 of the Act deals with scheme 

for payment of compensation in case of hit and run motor accidents. 

 

Section 163A of the Act provides for special provisions as to payment of 

compensation on structured formula basis. It provides that notwithstanding 

anything contained in this Act or in any other law for the time being in force or 

instrument having the force of law, the owner of the motor vehicle of the 

authorised insurer shall be liable to pay in the case of death or permanent 

disablement due to accident arising out of the use of motor vehicle, 

compensation, as indicated in the Second Schedule, to the legal heirs or the 

victim, as the case may be. 

  


