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CHAFPILER 4

LIABILITY OF PARTNERS
Zuhairah Ariff Abdul Ghadas

INTRODUCTION

Under the law of partnerships, the principles ofagency and contract
are recognized as the main actors in regulating the hability and
management structure ofthe firm. The internal relation between the firm
with the partners and partners inter se is basically based upon the
fundamental principles of contract, whilst the governing principle in
determining habilitics of'the firm with the third parties is the general
principle ofagency. The partnership agreement that torms the relationship
between partners constituies the contractual document which binds both
the firmand its partners. On the other hand, provisions of the Partnership
Act relating to liabilitics of the firm to third parties apply the general
principles of agency in order to make the tirm liable for its partners’
actions.

[na general partnership, partners are imposed with joint and
sceveral liability. No partner can escape liabilities of the tirm to the third
partics cven for the transactions which they were not involved or have
no prior knowledge. Therefore, in the general partnership, creditors
have high assuirance that their debts will be paid. By proposing to replace
the joint and several liability concept with Timited liability, mterests of the
third parties, particularly creditors ol'the firm, are also important to be
discussed in order to assure them that their rights and interests will not
be lessened or altected.





