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Abstract

Commercial insolvency refers to the situation in which a merchant or a
commercial entity lacks the ability to meet its financial obligations.
Alongside the concepts of merchant, commercial transactions, and trading
companies, the issue of insolvency constitutes a fundamental aspect of
commercial law. The core issue lies in insolvency arising from financial
and economic crises faced by merchants. If not managed effectively, such
crises pose a risk to the rights of creditors and other individuals engaged
in economic transactions with the merchant. Legal systems have
established specific regulations to manage this process effectively. This
research aims to explore insolvency in the commercial laws of
Afghanistan. The information has been gathered through a library-based
approach and analyzed using a descriptive-analytical method. The
research findings indicate that specific substantive and procedural
conditions have been considered for insolvency in the legal system of
Afghanistan. Afghanistan's legal system classifies insolvency into various
types, including ordinary insolvency, gross negligence insolvency, fault-
based insolvency, and fraudulent insolvency. While legal enforcement
guarantees are provided for ordinary insolvency, additional penal
enforcement guarantees are stipulated for other types of insolvency. These
guarantees encompass imprisonment and monetary fines, adjusted based
on relevant conditions, for merchants, executives of trading companies,
and other individuals involved in insolvency proceedings. Following the
issuance of an insolvency order, the merchant is prohibited from
interfering in their assets, lawsuits, and other commercial activities.
Ultimately, the liquidator or administrator liquidates the assets and estate
of the merchant and settles creditor claims in accordance with insolvency
laws.

Keywords: Insolvency, Merchant, Trade, Legal System of Afghanistan.
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