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“By reason of the provisions of the Act, an employer is not statutorily 

liable to enter into a contract of insurance. Where, however, a 

contract of insurance is entered into by and between the employer and 

the insurer, the insurer shall be liable to indemnify the employer. The 

insurer, however, unlike under the provisions of the Motor Vehicles Act 

does not have a statutory liability. The Act does not contain a 

provision like Section 147 of the Motor Vehicles Act. Section 17 of the 

Act does not provide for any restriction in the matter of contracting 



out by the employer vis-à-vis the insurer. The terms of a contract of 

insurance would depend upon the volition of the parties. A contract of 

insurance is governed by the provisions of the Insurance Act. In terms 

of the provisions of the Insurance Act, an insured is bound to pay 

premium which is to be calculated in the manner provided for therein. 

With a view to minimize his liability, an employer can contract out so 

as to make the insurer not liable as regards indemnifying him in 

relation to certain matters which do not strictly arise out of the 

mandatory provisions of any statute. Contracting out, as regards 

payment of interest by an employer, therefore, is not prohibited in 

law.”  
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