
Motor Vehicle Insurance 
What is Motor Vehicle Insurance? 

Motor Vehicle Insurance is a contract between you and an insurance company that 
protects you financially if your vehicle gets damaged, stolen, or causes damage to others. 
In India, having motor insurance is mandatory by law for all vehicles on public roads. 

Simple Example: If your car meets with an accident, insurance helps pay for repairs, 
medical bills, and damages to other people's property - so you don't have to pay lakhs of 
rupees from your pocket. 

Why is Motor Insurance Mandatory in India? 

Legal Requirement 

• Motor Vehicles Act 1988 makes it compulsory 

• Penalty for no insurance: ₹2,000 fine + 3 months imprisonment (first offense) 

• Repeated offense: ₹4,000 fine + 3 months imprisonment 

• Vehicle can be impounded until valid insurance is shown 

Financial Protection 

• Road accidents cause average damage of ₹2-5 lakh per incident 

• Medical treatment for accident victims can cost ₹1-10 lakh 

• Third-party property damage can be very expensive 

• Legal cases can drag for years and cost lakhs in legal fees 

Types of Motor Vehicle Insurance in India 

1. Third-Party Insurance (Mandatory) 

What it Covers 

• Third-party death: Up to unlimited liability 

• Third-party injury: Medical expenses of injured persons 

• Third-party property damage: Damage to other vehicles/property 

What it DOES NOT Cover 

• Your own vehicle damage 



• Your own injury/medical expenses 

• Theft of your vehicle 

• Natural disaster damage to your vehicle 

Cost Example 

• Two-wheeler: ₹500-1,500 per year 

• Private car: ₹2,000-6,000 per year (depends on engine size) 

• Commercial vehicle: ₹15,000-50,000 per year 

2. Comprehensive Insurance (Recommended) 

What it Covers 

• Everything in third-party insurance PLUS: 

• Own damage: Accident, collision, overturning 

• Theft: Complete vehicle theft 

• Fire: Damage due to fire/explosion 

• Natural disasters: Floods, earthquakes, storms 

• Man-made disasters: Riots, strikes, terrorism 

• Personal accident cover: For owner-driver 

Cost Example 

• Two-wheeler: ₹1,500-4,000 per year 

• Small car (800cc-1200cc): ₹8,000-15,000 per year 

• Medium car (1200cc-1500cc): ₹12,000-20,000 per year 

• Large car/SUV: ₹20,000-40,000 per year 

Key Components of Motor Insurance Premium 

Factors Affecting Premium 

1. Vehicle Details 

• Make and model: Luxury cars have higher premium 

• Age of vehicle: Older vehicles have lower premium 



• Engine capacity: Higher CC = Higher premium 

• Fuel type: CNG/Electric vehicles get discounts 

2. Geographic Location 

• Metro cities: Higher premium due to traffic and theft risk 

• Tier-2/3 cities: Lower premium 

• Example: Same car in Mumbai costs 20-30% more premium than in Nashik 

3. Driver Profile 

• Age: Younger drivers (18-25) pay more premium 

• Experience: New drivers pay higher premium 

• Claims history: No-claim bonus reduces premium 

4. Coverage Type 

• Third-party only: Cheapest option 

• Comprehensive: Higher premium but better protection 

No Claim Bonus (NCB) 

• Discount for claim-free years 

• Year 1: 20% discount 

• Year 2: 25% discount 

• Year 3: 35% discount 

• Year 4: 45% discount 

• Year 5 and above: 50% discount 

Example: Car insurance costs ₹15,000. After 5 claim-free years with 50% NCB, you pay 
only ₹7,500. 

Popular Add-On Covers (Optional) 

1. Zero Depreciation Cover 

• What it covers: Full claim amount without depreciation deduction 

• Cost: 15-20% additional premium 



• Best for: New cars (up to 5 years old) 

• Example: ₹1 lakh claim, you get ₹1 lakh instead of ₹75,000 

2. Engine Protection Cover 

• What it covers: Engine damage due to water ingression (floods) 

• Cost: ₹1,000-3,000 extra per year 

• Essential for: Cities prone to waterlogging (Mumbai, Chennai, Hyderabad) 

3. Return to Invoice (RTI) 

• What it covers: Full purchase price if car is stolen/total loss 

• Cost: 1-3% of Sum Insured 

• Best for: New expensive cars 

4. Personal Accident Cover for Passengers 

• What it covers: Medical expenses for all passengers 

• Cost: ₹100-500 per passenger per year 

• Coverage: ₹1-10 lakh per passenger 

5. Roadside Assistance 

• Services: Towing, battery jump-start, flat tire, fuel delivery 

• Cost: ₹500-2,000 per year 

• Useful for: Long-distance travelers 

Major Motor Insurance Companies in India 

Public Sector 

• New India Assurance: Market leader, wide network 

• National Insurance: Good claim settlement 

• Oriental Insurance: Competitive pricing 

• United India Insurance: Strong presence in rural areas 

Private Sector 

• ICICI Lombard: Digital-first approach, quick claims 



• Bajaj Allianz: Innovative products, good service 

• HDFC ERGO: Premium segment focus 

• Tata AIG: Good for commercial vehicles 

• Reliance General: Competitive pricing 

Digital/Online Only 

• Acko: Completely digital, instant policy 

• Digit: App-based, quick claims 

• Go Digit: Paperless processes 

Motor Insurance Claim Process 

Types of Claims 

1. Cashless Claims 

• Process: Repair at network garage, garage settles with insurance directly 

• Your payment: Only deductible amount (if any) 

• Time: 3-7 days for repair completion 

• Convenience: High 

2. Reimbursement Claims 

• Process: You pay for repairs, then claim reimbursement 

• Your payment: Full repair cost initially 

• Time: 15-30 days for reimbursement 

• Flexibility: Can choose any garage 

Claim Process Steps 

Step 1: Immediate Actions 

• Ensure safety: Move to safe location if possible 

• Call police: For major accidents or if person is injured 

• Take photos: Vehicle damage, accident scene, other vehicle 

• Exchange details: Other driver's license, insurance, contact 



Step 2: Inform Insurance Company 

• Call customer care: Within 24 hours 

• Provide details: Policy number, accident location, extent of damage 

• Get claim reference number 

Step 3: Documentation 

• Police FIR: For major accidents 

• Driving license: Valid and appropriate category 

• RC (Registration Certificate): Original 

• Insurance policy: Copy 

• Repair estimates: From authorized dealers/garages 

Step 4: Survey and Assessment 

• Insurance surveyor visits and assesses damage 

• Approves repair estimate 

• Issues survey report 

Step 5: Repairs and Settlement 

• Cashless: Repair at approved garage 

• Reimbursement: Pay and get refund later 

• Collect repaired vehicle 

Common Exclusions in Motor Insurance 

What is NOT Covered 

• Driving without valid license 

• Driving under influence of alcohol/drugs 

• Using vehicle for racing/competitions 

• Normal wear and tear 

• Mechanical/electrical breakdown 

• Damage outside India 



• Using private car for commercial purpose 

• Nuclear risks/war 

Geographical Limits 

• Coverage area: Usually entire India 

• Some policies: Exclude certain states (like J&K earlier) 

• International: Not covered (need separate international insurance) 

Important Tips for Motor Insurance 

Before Buying 

1. Compare Policies 

• Don't just compare premiums 

• Check claim settlement ratio 

• Read policy terms and exclusions 

• Verify network garages in your area 

2. Choose Right Coverage 

• New car: Comprehensive with zero depreciation 

• Old car (7+ years): Third-party might be sufficient 

• Expensive car: Add return to invoice cover 

• Flood-prone area: Add engine protection 

During Policy Period 

1. Safe Driving 

• Maintain no-claim bonus 

• Follow traffic rules 

• Avoid driving in extreme weather 

• Regular vehicle maintenance 

2. Policy Management 

• Renew before expiry (no grace period for motor insurance) 



• Update insurance company about address changes 

• Keep documents handy while driving 

During Claims 

1. Quick Action 

• Report immediately to insurance and police 

• Don't admit fault at accident scene 

• Document everything with photos 

• Cooperate with surveyor 

2. Smart Choices 

• Use network garages for faster cashless settlement 

• Get multiple estimates for major repairs 

• Keep all bills and receipts safe 

Online vs. Offline Purchase 

Online Purchase Benefits 

• Lower premium: Direct purchase, no agent commission 

• Instant policy: Immediate coverage 

• Easy comparison: Multiple quotes quickly 

• Paperless: Digital documents 

• 24/7 availability 

Offline Purchase Benefits 

• Personal guidance: Agent explains terms 

• Claim assistance: Agent helps during claims 

• Relationship: Long-term support 

• Local knowledge: Understanding of local conditions 

Recent Changes in Motor Insurance (2024) 

Regulatory Updates 



• Long-term policies: 3-year comprehensive policies available 

• Own damage separate: Can buy own damage and third-party separately after 5 
years 

• Faster claims: 30-day settlement timeline 

• Digital processes: Online surveys for small claims 

Technology Integration 

• Telematics: Usage-based insurance 

• AI-based claims: Faster processing 

• IoT sensors: Real-time vehicle monitoring 

• Mobile apps: Complete policy management 

Electric Vehicle Insurance 

Special Considerations 

• Battery coverage: Separate coverage for expensive batteries 

• Charging station: Coverage for charging equipment 

• Lower premium: Environment-friendly discounts 

• Limited service network: Fewer authorized service centers 

Cost Comparison 

• Electric car: 10-15% lower premium than petrol/diesel 

• Reason: Lower accident risk, government incentives 

• Example: Tata Nexon EV vs petrol - ₹2,000 less annual premium 

Common Mistakes to Avoid 

1. Choosing Only Third-Party 

• Risk: No coverage for your own vehicle 

• Solution: Choose comprehensive for valuable vehicles 

2. Not Declaring Modifications 

• Risk: Claim rejection for undeclared changes 



• Solution: Inform insurance about any modifications 

3. Delayed Renewal 

• Risk: No grace period, immediate loss of coverage 

• Solution: Set renewal reminders 15 days before expiry 

4. Wrong Information 

• Risk: Policy voidance, claim rejection 

• Solution: Provide accurate details about vehicle and usage 

5. Not Reading Policy Terms 

• Risk: Unexpected exclusions during claims 

• Solution: Understand what is and isn't covered 

Conclusion 

Motor vehicle insurance is not just a legal requirement but your financial safety net on 
Indian roads. With increasing traffic, accident rates, and vehicle costs, having adequate 
motor insurance is essential for every vehicle owner. 

Key Takeaway: Don't treat motor insurance as just another expense - it's an investment in 
your financial security and peace of mind while driving on Indian roads. 

Remember: "The best motor insurance policy is the one you never have to use, but you'll 
be glad you have it when you need it." 

 

 


