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THE ROLE OF THE JUSTICE SYSTEM IN DEBT 
ENFORCEMENT AND INSOLVENCY1 
Malta’s labor-driven growth model appears to be reaching its limits, underscoring the need for a 
strategic pivot toward productivity-driven growth. Among the factors hampering the business and 
credit environment are longstanding excessive delays and inefficiencies in the judicial system, which 
constrain lending and investment. This Selected Issues Paper discusses institutional and capacity 
constraints in the judicial sector and suggests reforms to modernize judicial procedures, enhance the 
mortgage enforcement toolkit, and improve the insolvency regime.  
 
A.   Background/Context 

1.      Malta’s judicial system faces 
persistent challenges that affect its overall 
efficiency. The effective functioning of the 
judiciary has been undermined by chronic 
understaffing, court infrastructure and case 
management deficiencies, and often 
burdensome and outdated procedural rules. 
The number of judges and magistrates in Malta 
remains among the lowest per inhabitant in the 
EU, and courts lack sufficient premises. As a 
consequence, Malta has among the longest 
judicial proceedings in the EU, with an average 
duration of civil and commercial cases at first 
instance of 454 days in 2023 – a decrease from 491 days in 2022 though still well above the EU 
average.2 3 The number of resolved cases across all jurisdictions remains low4 contributing to 
growing backlogs. Malta’s clearance rate – resolved cases relative to incoming cases – is below the 
EU median. While the official statistics do not allow a focused assessment of credit enforcement 
cases, lenders report that judicial credit recovery takes an average of 5-7 years.5  

2.      Lengthy court processes contribute to business and financial risks. In general, long 
delays in debt recovery and low recovery rates tend to result in significant uncertainties for 
businesses and credit providers, contributing to cash flow and liquidity problems as companies wait 
years to recover debts and often have to write-off losses or expend additional resources pursuing 

 
1 Prepared by Natalia Stetsenko (LEG) and Atticus Weller (EUR). 
2 "First instance" refers to the trial court where a case is initially heard and the facts, evidence, and legal arguments 
are presented for the first time.  
3 Over the same period, the disposition time of first instance administrative and criminal cases increased to 1,350 and 
713 days, respectively. 
4 EC 2025 Country Report – Malta 
5 Interviews with credit providers during the Article AIV mission. 

Figure 1. Malta: Estimated Time to Resolve 
Litigation 
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payments. These inefficiencies make lenders more cautious, resulting in higher collateral demands, 
increased interest rates, and reduced access to credit, especially for smaller and riskier enterprises 
(Qian and Strahan, 2007; Bae and Goyal, 2009). Another related consequence is the impact on 
domestic and foreign investment, as businesses are reluctant to extend credit or pursue growth 
opportunities in an environment where legal remedies are slow and unreliable, resulting in lower 
productivity (Chemin, 2020). 

3.      Cross-country studies show positive growth and investment spillovers from judicial 
efficiency reforms. Portugal undertook significant judicial reforms between 2011 and 2013, 
introducing new civil procedures and organizing courts into clusters to improve efficiency (Pompe 
and Bergthaler; 2016;6 Pereira and Wemans, 2018). These changes cut the disposition time in first 
instance courts from around 400 days to 200 days and increased investment and productivity at the 
firm level. Slovakia’s reforms from 2012 to 2016 focused on quality and transparency, establishing a 
specialized enforcement court and adopting new civil codes. The efforts reduced average case times 
from about 500 to 200 days and raised clearance rates, also benefiting firm investment and 
productivity (Spac, Simalcik and Sipos, 2018). Simulations for Greece using data from Portugal and 
Slovakia indicate meaningful gains in investment and productivity with similar judicial system 
reforms (IMF, Greece Selected Issues Paper, 2025). 

4.      Malta’s economy and business climate would benefit from further strengthening of 
judicial institutions and modernization of court processes. A timely, predictable and efficient 
commercial dispute resolution and credit enforcement system is vital to credit decisions and overall 
business confidence. This SIP focuses on the key obstacles that impede the efficient operation of the 
judicial system, including credit enforcement and insolvency proceedings. It further discusses recent 
reform initiatives and considers additional measures to increase judicial efficiency, reduce courts’ 
delays, and strengthen creditors’ rights. 

 
6 “Reforming the Legal and Institutional Framework for the Enforcement of Civil and Commercial Claims in Portugal”, 
by Sebastiaan Pompe, Wolfgang Bergthaler, 2016 
 

https://www.imf.org/en/publications/publications-by-author?author=Sebastiaan%20Pompe&name=Sebastiaan%20Pompe
https://www.imf.org/en/publications/publications-by-author?author=Wolfgang%20Bergthaler&name=Wolfgang%20Bergthaler
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Figure 2. Malta: Judicial Efficiency Measures 
    

 

  

Source: CEPEJ   

 
B.   Institutional Issues 

5.      Malta has a two-tier judicial system with the courts divided into superior and inferior 
jurisdictions. Superior courts include the Civil Court, Criminal Court, Court of Appeal, Criminal Court 
of Appeal, and the Constitutional Court and are presided over by judges. Inferior courts are presided 
over by magistrates and include the Court of Magistrates (Malta) and the Court of Magistrates 
(Gozo). Most commercial litigation cases are heard by the Civil Court which can rule in disputes with 
claims of more than €11,600. Commercial claims below this threshold are treated by inferior courts. 
The Appeal Court hears appeals from both inferior courts and the Civil Court. Outside of the courts 
of general jurisdiction, there are also various tribunals that deal with specific areas.  

6.      The Maltese general court system has been historically characterized by understaffing, 
lack of judicial specialization, and poor court infrastructure. While various reform initiatives have 
been put in place over the last few years to strengthen judicial institutions, bottlenecks persist. 
Reform measures include increasing the number of judges and court staff, boosting judicial 
compensation, launching the digitalization of the court system, and reforming the system of judicial 
appointments. Also in process are an expansion of court premises, measures to strengthen court 
specialization, and comprehensive business mapping of court processes to identify inefficiencies. 

https://www.lawyersmalta.eu/a-short-guide-on-maltese-courts
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Notwithstanding these reforms, businesses7 continue to cite judicial inefficiencies, notably the 
length and complexity of court processes, as a major challenge to doing business in Malta. 

7.      Malta has also been increasing court resources and expanding court premises. 
However, while the number of judges has been progressively increased from 43 in 2020 to 60 
currently with overall court staff increasing by about 40 percent, the number of judges and 
magistrates remains among the lowest per inhabitant in the EU.8 The Court Services Agency has 
recently acquired additional buildings, two of which are expected to host the new Commercial Court 
and the Family Court.. Completing construction/renovation and operationalizing the new premises 
are expected to take at least 2-3 years. More generally, iinfrastructure and premises are outdated 
with limited space for efficient functioning. 

Figure 3. Malta: Number of Judges and Public Expenditure on Law Courts 
   

 

Source: EU Justice Scoreboard 2025   

8.      Increases in judges’ compensation 
have helped to improve the attractiveness of 
the judicial profession. Historically, judges’ 
salaries in Malta were low and pegged to civil 
service scales. However, since 2018, 
compensation has been progressively adjusted; 
the latest increases were agreed in 2024 and will 
be progressively applied over the next two 
years. Malta’s expenditure on courts is now the 
third highest in the EU relative to GDP while 
judges’ and prosecutors’ salaries relative to 
average annual salaries are among the highest 
in the EU. Overall, the judicial profession is 

 
7 Interviews with business representatives and banks during the Article AIV mission. 
8 2025 Rule of Law Report Country Chapter on the rule of law situation in Malta, 8.7.2025. 

Figure 4. Malta: Human and Financial 
Resources 

 
Source: EU Justice Scoreboard 2025 
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highly regarded and judicial remuneration considered adequate while judicial vacancies generally 
attract a large pool of quality candidates.  

9.      Malta has recently overhauled its judicial appointment system and created a 
Commissioner for Standards of the Judiciary. Historically, judiciary appointments in Malta have 
been subject to concerns of political bias and the executive's influence. In 2020, in response to 
Venice Commission recommendations, Malta reformed its framework for judicial appointments to 
depoliticize the process for the removal and discipline of judges and magistrates. As a result, a 
Judicial Appointments Committee, the majority of which is comprised by judges, was put in charge 
of judges' selections, with final appointments made by the President of the Republic. This has 
enhanced overall judicial independence9. However, despite the reform, some concerns persist 
around judicial appointments and lack of proper planning for the judicial selection process. For 
example, recent delays in replacement of retired judges have reportedly led to over 800 cases being 
stalled as calls for replacements were not made until after the judges had retired.10  Another 
important measure implemented in 2025 was introduction of the Commissioner for Standards of 
Justice11 with powers to receive and investigate complaints against members of judiciary, analyze 
judicial workloads to tackle delays, and enhance discipline and efficiency. The Commissioner’s office 
is expected to start functioning in 2026. 

10.       Further improvements in judicial efficiency are expected from enhancements in court 
specialization. Due to Malta’s small size and overburdened judiciary, individual judges within the 
main courts system12 generally handle all cases within the court’s jurisdiction without specialization. 
This can affect the quality and speed of resolution. In 2018, Malta took initial steps towards 
increasing judicial specialization by establishing a Civil Court Commercial Section to handle 
company and commercial law and insolvency matters with specialized judges. However, the two 
judges currently assigned to the Commercial section continue to handle a number of civil, 
constitutional and administrative law cases. The current legislative proposal to create a specialized 
Commercial Court to exclusively handle commercial disputes and a Family Court to focus on family 
matters would alleviate the workload from civil courts, and together with related enhancements of 
judicial expertise, could improve the quality, predictability, and speed of resolution in commercial 
cases.   

11.      Digitization is generally seen by both the authorities and other stakeholders as key for 
modernizing and strengthening the judicial system. Malta ranks low relative to other EU 
countries in use of digital technology and electronic communications by courts and prosecutors. 
This limits the effectiveness of communication, information sharing, and record-keeping, and 

 
9 Prior to the reform judges were appointed by the President of the Republic acting in accordance with the advice of 
the Prime Minister, after the latter would have consulted the Leader of the Opposition. The new system aims at 
removal the possible political involvement by the executive branch of the State enhancing the separation of powers. 
10 Chief Justice urges MPs to reconsider constitutional amendments he had proposed. October 20205 (check the 
date, and please include the full link to the news piece) 
11 See https://www.gov.mt/en/Government/DOI/Press%20Releases/Pages/2025/06/23/pr251123en.aspx  
12 Malta has a wide range of specialized tribunals which address matters outside the main civil and criminal courts 
e.g. Construction, consumer, juvenile tribunals etc.). 

https://timesofmalta.com/article/chief-justice-urges-mps-reconsider-constitutional-amendments-proposed.1117103
https://www.gov.mt/en/Government/DOI/Press%20Releases/Pages/2025/06/23/pr251123en.aspx
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prolongs pre-trial preparations and court proceedings. Supported by a €10 million investment under 
the EU’s Recovery and Resilience Plan, Malta has started implementation of its Digital Justice 
Strategy 2022-27 and recently received its third disbursement of about €2 million. The strategy calls 
for the modernization and digitalization of the justice sector, including shifting all court records and 
processes to an electronic system, improving judicial data analytics, and building the digital skills of 
court staff. In this context, Malta also introduced the e-courts web portal and upgraded some of its 
court IT infrastructure. Digitizing case management, court filings, and documents submissions and 
allowing virtual hearings would further improve judicial efficiency. These measures could yield 
significant cost savings by reducing human resource needs while improving organization, 
predictability and transparency of the court system, and supporting effective case tracking and 
reducing judicial delays.  

Figure 5. Malta: Use of Digital Technologies and Electronic Communication 

 

C.   Modernizing Judicial Procedures and Enhancing the Credit Enforcement 
Toolkit 

12.      Institutional strengthening should run in parallel with modernizing procedural rules. 
Malta’s complex and outdated judicial processes, with their primary foundation in the Code of 
Organization and Civil Procedure, exacerbate court delays as they often include redundant 
procedures and provide ample space for delay tactics through deferrals and appeals. These include 
a widespread requirement for in-person sworn applications and burdensome court notification rules. 
Such notifications are served in-person and a single notification reportedly takes 5 weeks on 
average. Frequently, repeated notifications are needed, which translates in several months of delay 
in the start of judicial processes. Stakeholders note the frequent abuse of the system through 
parties’ avoidance of being notified as a delay tactic that prolongs judicial processes and adds to the 
costs. Frequent and prolonged deferrals are cited as another key reason for delays in court 
resolutions. Their timing is often inconsistent among courts, and often depends on the judge’s 
workload. Amendments to the Code of Judicial Ethics in late 2025 highlight unjustified deferrals and 
excessive delays in case scheduling and resolution among the reasons for disciplinary measures 
against the responsible judges by the newly established Commissioner for Standards of the 

https://www.google.com/search?q=Code+of+Organisation+and+Civil+Procedure&sca_esv=18637f1ce6371d1f&ei=RHcfaej1ArPW5NoPpsyskQQ&ved=2ahUKEwjEvpXczYGRAxVMF1kFHVqBO_gQgK4QegQIAxAB&uact=5&oq=judicial+procedure+statute+in+malta&gs_lp=&sclient=gws-wiz-serp&mstk=AUtExfAmG4F4m-JKwBjhhLdVTTDx5jAcITgkeLXgmRyIyZxHlqh55_nrXA60LydDqEkaBA9iZc5BTpH-RWLabp_Lx8ISkvbcwtVkj1jC_cB1dm070MYRo8jDuwuuMebM9w1YV18YmXt2wcsmM05BSPTWZ2w0kZZOtUA16BehrF4_0QkSlHw&csui=3
https://www.google.com/search?q=Code+of+Organisation+and+Civil+Procedure&sca_esv=18637f1ce6371d1f&ei=RHcfaej1ArPW5NoPpsyskQQ&ved=2ahUKEwjEvpXczYGRAxVMF1kFHVqBO_gQgK4QegQIAxAB&uact=5&oq=judicial+procedure+statute+in+malta&gs_lp=&sclient=gws-wiz-serp&mstk=AUtExfAmG4F4m-JKwBjhhLdVTTDx5jAcITgkeLXgmRyIyZxHlqh55_nrXA60LydDqEkaBA9iZc5BTpH-RWLabp_Lx8ISkvbcwtVkj1jC_cB1dm070MYRo8jDuwuuMebM9w1YV18YmXt2wcsmM05BSPTWZ2w0kZZOtUA16BehrF4_0QkSlHw&csui=3
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Judiciary. Finally, the current case management system is paper-based and is also a cause of delays 
in documents access and in lost records.   

13.      Modernization of judicial procedures should be informed by better data on procedural 
hindrances and redundancies. The Ministry of Justice is in the process of conducting a business 
mapping exercise to improve collection of judicial statistics and identify sources of bottlenecks to 
design and implement digital solutions. Possible areas of focus include reforming the system of 
judicial notifications (allowing digital notification or using private couriers), reforming civil 
procedures through streamlining, consolidation and modernization of rules, and ensuring full 
digitalization of case management system. 

14.      Credit enforcement is often lengthy with low recovery rates. While there are no reliable 
statistics to estimate the average length of judicial enforcement cases, reports from market 
participants suggest 5-7 years as a common duration for credit recovery. Enforcement of most 
common collateral (movable and immovable) requires court involvement and is subject to court-led 
auction processes. These are slow and yield low recovery rates. While summary proceedings exist (as 
supported by executive titles), their use is not common given frequent disputes over debt amounts 
and courts’ generally pro-debtor orientation allowing debtors benefit of the doubt throughout the 
process. While European Payment Order procedures are generally used for cross-border cases, 
domestically creditors often still use ordinary proceedings contributing to a prolonged enforcement 
process. Financial collateral (like pledges of shares, bank accounts or other financial instruments) can 
be executed by private sale or appropriation, but these are largely unavailable for smaller 
companies. 

15.      Inefficient judicial auction procedures contribute to lost value.13 In the context of 
secured credit enforcement, asset valuation rules in court auctions include court appointment of 
independent evaluation experts (e.g., an architect in case of immovable property sales) to appraise 
property value before ordering sale. While the law gives a judge discretion during the auction to 
accept or reject an offer below the minimum appraised value (within a limit of 60 percent set by 
law), the courts often hesitate to approve a sale at a significantly lower price and instead order a 
new auction. Each failed auction introduces months of delay, including time for re-notification and 
scheduling. Disputes over valuations cause further delays. The valuation framework for court-led 
auctions needs to be revisited to ensure that asset appraisals are based on market value and limit 
the scope for appraisal disputes. In this context, building an open online public database of all real 
estate sales would support increased transparency on market conditions and improve predictability 
in property evaluations and sales.  

16.      Auction sales lack proper advertisement, while the requirement to hold the auction at 
a specific date and time appears to significantly limit potential offers. Under the existing 
procedures for judicial auction sales, notices are posted at an online court registry and published in 

 
13 In insolvency sales, recent process reforms allow liquidators to engage independent evaluators and conduct sales 
(including private sales) with court approval and under the obligation of realizing assets at the best price for 
creditors. However, judicial auctions continue to be widely used out of caution. 
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the Government Gazette, and for immovables, often in local newspapers. The requirement of 
publication in local gazette and print notices could be substituted by a greater effort to improve 
online outreach to expand the pool of potential buyers and increase the odds of getting the best 
price. Court auctions in Malta are conducted live, and bids are made orally. For immovable property, 
the sale is generally conducted in the public auction room at the court (or on-site) on the scheduled 
day. The auction is held by a public auctioneer in the presence of the registrar of the courts. Such 
methods likely significantly limit the pool of potential buyers. 

17.      An important impediment to judicial auction sales is the debtor’s right under Maltese 
law to reclaim the property within two years after the auction sale. Under the law, the debtor 
can buy back its property at the price sold at the auction 2 years after the sale.  Inability to purchase 
property with a clean and incumbent title limits the range of potential buyers willing to take the risk. 
Banks are reportedly often the only buyers at auctions purchasing the property at the 60 percent 
minimum estimate threshold while pursuing other legal actions against the debtor for the remaining 
debt amounts not covered by the collateral sale. These add to the concerns over the integrity of the 
auction system. The removal of the debtor’s right to reclaim the property is needed to allow 
transparent and predictable enforcement on real estate collateral.  

18.      Introducing out-of-court mortgage enforcement for real estate collateral and more 
flexible auctions would expedite debt enforcement and maximize credit value recovery. This, 
in turn, would improve allocation of credit. Outsourcing mortgage enforcement to professional 
auctioneers, subject to legal and procedural safeguards, will help alleviate capacity constraints 
related to court-led enforcement procedures. At the same time, the existing system of judicial 
auctions should be supported by greater transparency and publicity together with an online auction 
platform, which could significantly increase the potential pool of buyers, including foreign investors. 
The reform should target greater accuracy and transparency of valuations, and more widespread 
advertisement and accessibility of auction sales. This would not only potentially reduce the number 
of failed and rescheduled auctions, but also increase creditor confidence. In this context, Malta could 
benefit from the recent adoption and enhancement of online asset auction platforms in its EU peers, 
such as Italy, Portugal and Spain. 

D.   Insolvency Regime Reforms 

19.      In 2022, Malta reformed its insolvency system by transposing the EU Directive 
2019/2023 on restructuring and insolvency.14 The changes include a new pre-insolvency 
(preventive restructuring) framework, an early warning mechanism, and licensing and regulation of 
insolvency practitioners. While the measures go in the right direction, they are largely targeted on 
the pre-insolvency framework, and do not comprehensively revisit the entire insolvency system to 
identify which general rules require modernization.   

 
14 See  Restructuring and Insolvency in Europe: Policy Options in the Implementation of the EU Directive, WP/21/152, 
May 2021.  

https://www.imf.org/en/-/media/files/publications/wp/2021/english/wpiea2021152-print-pdf.pdf
https://www.imf.org/en/-/media/files/publications/wp/2021/english/wpiea2021152-print-pdf.pdf
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20.      The recent reforms have modernized Malta’s toolkit on preventive restructuring for 
businesses facing likely insolvency.15 The new Pre-Insolvency Act introduced a debtor-in-
possession restructuring option that encourages debtor-initiated filing at early stages of financial 
distress. In this context, restructuring is aided by the debtor’s ability to apply for a stay of individual 
enforcement actions during plan negotiations with creditors. The restructuring plan provides for a 
wide range of debt restructuring options such as maturity extension, amount reduction, or debt-to-
equity conversion, and its approval is facilitated by the possibility of a cram-down on the dissenting 
creditors, subject to the court’s confirmation of the plan. The law also strengthens protection of new 
financing and introduces a comprehensive modern framework for dealing with executory contracts 
during restructuring (i.e., under the new rules, the debtor, with court approval, can now unilaterally 
terminate onerous contracts which may impede restructuring). These modern features are expected 
to significantly increase the chances of successful restructuring.16 

21.      As part of the reforms, the Maltese Insolvency and Receivership Service launched an 
online self-assessment tool with early warning indicators for evaluation of firms’ financial 
health. The tool generates an indicative and confidential report on a company’s insolvency risks 
based on pre-set data indicators. Further support to companies is provided through seminars 
conducted by the Service, a published list of accredited insolvency professionals, detailed guidelines 
on the restructuring processes, and tools on the Service’s website. Additionally, the new law requires 
directors to take prompt actions where insolvency is deemed likely. The early warning system is 
further enforced by a new system of notifications to companies breaching regulatory requirements 
that could indicate financial difficulty. For example, failing to file annual reports or pay certain taxes 
may trigger alerts to the company. The system is now operational and is intended to tackle financial 
distress early to preserve creditor value and introduce related accountability mechanisms. Increasing 
awareness of newly introduced early warning tools and closely tracking the implementation of 
preventive restructuring legislation will help detect emerging problems and guide ongoing 
refinement of the insolvency framework.  

22.      The introduction of a licensed insolvency practitioner regulation is expected to 
enhance the overall quality of the insolvency regime.17 Prior to this reform, the courts in Malta 
had discretion to appoint any accountant or lawyer as an insolvency liquidator. The new law defines 
a framework for qualifications, licensing, accountability, and oversight for insolvency practitioners 
(IPs) subject to supervision of the Insolvency & Receivership Service of the Malta Business registry. 
The list of licensed IPs that may be appointed as liquidators or managers/overseers of the 
restructuring processes is maintained through the public IPs registry. Having a system of accredited 
specialists is expected to improve the quality and speed of insolvency case administration as the IP 
profession develops and gains experience and public trust. These reforms are important steps to 

 
15 See Malta Pre-Insolvency Act, 2022 (Act No. XXIV of 2022). 
16 The first restructuring case using the new law was seen in early 2025 (Skillpro Malta Ltd case) – where the court 
approved a restructuring plan in May 2025 (within ~3 months). See: Malta's first pre-insolvency proceedings: Key 
takeaways.  
17 The law on IPs is also adopted in transposition of the EU Insolvency and Restructuring Directive  

https://ganado.com/maltas-first-pre-insolvency-proceedings-key-takeaways/#:%7E:text=Following%20a%20Court%20application%20filed,st%7D%20May%202025
https://ganado.com/maltas-first-pre-insolvency-proceedings-key-takeaways/#:%7E:text=Following%20a%20Court%20application%20filed,st%7D%20May%202025
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shift insolvency tools from liquidation to prevention and rescue and have the potential to 
significantly improve the prevention of insolvencies through timely diagnosis of debt distress. The 
system of accredited specialists is expected to improve the quality and the speed of insolvency case 
administration as the restructuring framework and the IP profession develop and gain public trust. It 
will also alleviate the workload of insolvency courts by preventing insolvencies, encouraging out-of-
court restructurings, and increasing the rates of debt recovery. 

23.      Notwithstanding these positive developments, the efficiency of insolvency liquidation 
continues to be hampered by complexity of procedural rules. Stakeholders note challenges in 
complying with requirements for submission of multiple audit reports and tax returns where 
necessary information is often limited or difficult to obtain. Audit and tax return requirements 
should be revisited to speed up processes and reduce procedural redundancies. The method of 
selling assets in liquidation often mirrors enforcement issues, with delays in asset valuation and 
sales.18 Another important obstacle adding to the length and the cost of liquidation is the absence 
of a unified framework for ranking of creditor claims. This same issue also arises in simple credit 
enforcement cases with multiple creditors. Fragmented rules across various legislative instruments 
give rise to ambiguity and disputes over the order of priority, increasing costs and delaying 
liquidation processes. 

24.      The current rules for “cash flow” insolvency need to be clarified. The current application 
of the “cash flow test” heavily relies on “future projected cashflow” without clear guidelines. This 
allows room for interpretation and often results in inconsistent and unpredictable applications by 
the courts, leading to delays in initiation of insolvencies. Furthermore, Malta would benefit from a 
modern standalone insolvency law rather than the current fragmented framework divided between 
the old Company law and the recent Pre-Insolvency Act. 

E. Conclusion 

25.      Malta has taken significant steps to strengthen judicial institutions and address 
judicial inefficiencies, but more comprehensive reforms are needed. Recent measures include 
increasing the number of judges and court staff, raising judicial salaries, expanding courts premises, 
launching digitalization of judicial process, and targeted modernization of some insolvency rules. 
However, there is room for further improvement to unwind the accumulated courts’ backlog, 
modernize judicial processes, including for debt enforcement, and boost the overall efficiency of the 
Maltese judicial system.  Despite recent reforms, Malta’s insolvency regime would benefit from a 
comprehensive reform to modernize and consolidate its general insolvency rules. To complement 
the recent reform of the restructuring regime, this could include consolidation of insolvency rules in 
a single law to streamline processes, clarifying the “cash flow insolvency test,” and unifying creditor 
ranking rules. Effective monitoring and comprehensive data collection are necessary to identify areas 

 
18 While the law allows IPs discretion to consider private sales (with court permission), the use of this option is not 
wide spread possibly due to the risks of creditors disputing valuations. 
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of inefficiencies.19 Removing bureaucratic hurdles, consolidating procedural requirements, and 
unifying the creditors‘ ranking framework would also accelerate court proceedings. 

26.      Going forward, reform priorities include:  

I.   Guided by the World Bank Principles for Effective Insolvency and Creditor/Debtor Regimes20 
(Principles D), Malta’s judicial system should continue to be strengthened to ensure the 
competence of the judiciary and the efficiency of court proceedings, including through 
timely case resolutions. In this context the key measures are: 

• Further strengthening of judicial processes, including through improved case 
management. 

• Enhanced monitoring of judicial delays, including by digitalization of the court 
management system to track delays and fully enabling the Commissioner for Standards 
of the Judiciary with necessary resources to ensure timely succession planning for 
retiring senior judge. 

• Continued expansion and strengthening of the court infrastructure. 

• Increasing judicial specialization and training, including by creating a specialized 
Commercial Court with clear delineation of jurisdiction.  

• Completing the full roll-out of e-filing of court documents and virtual hearing and 
digital case management systems, supported by technology skills training for judges 
and court staff. 

II.   Guided by the World Bank Principles for Effective Insolvency and Creditor/Debtor Regimes 
(Principles C) and the recommendations of the UNCITRAL Legislative Guide on Insolvency 
Law, the insolvency system would benefit from further reforms targeted at improving timely, 
transparent, and impartial asset liquidation in insolvency cases. In this context, 
consideration should be given to: 

• Consolidating, modernizing and streamlining of general insolvency rules, including via 
identifying and removing redundant procedural steps and documentary requirements 
within insolvency processes.  
 

• Providing legislative clarification of the “cash flow insolvency test” to resolve ambiguities 
in interpretation and ensure the application of the test is in line with the international 
standards. 

 
19 See IMF staff paper ”The Use of Data in Assessing and Designing Insolvency Systems“ By Jose M Garrido, 
Wolfgang Bergthaler, Chanda M DeLong, Juliet Johnson, Amira Rasekh, Anjum Rosha, Natalia Stetsenko, February 4, 
2019 (revise the quotation style). 
20 See World Bank Principles for Effective Insolvency and Creditor/debtor regimes. World Bank Document  

https://www.imf.org/en/publications/wp/issues/2019/02/04/the-use-of-data-in-assessing-and-designing-insolvency-systems-46549
https://documents1.worldbank.org/curated/en/391341619072648570/pdf/Principles-for-Effective-Insolvency-and-Creditor-and-Debtor-Regimes.pdf
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• Unifying creditor ranking rules under a single framework to ensure clarity in priority 

ranking of credit claims. 
 

III. Guided by the World Bank Principles for Effective Insolvency and Creditor/Debtor Regimes 
(Principles A ), Malta should ensure affordable, transparent and reasonably predictable 
mechanisms to enforce credit claims through reliable methods (both judicial and non-
judicial), particularly though reforms targeted at: 

• Streamlining judicial procedures in commercial disputes, debt enforcement and 
insolvency cases, including by revamping and modernizing court notifications rules, and 
identifying and addressing delay tactics through abuse of the existing framework for 
deferrals and objections. Revisiting of debtor rights to reclaim the property for 2 years 
after its auction sale to ensure unencumbered property titles. 

• Modernizing collateral valuation to ensure market-based pricing, and improving judicial 
auction sales by ensuring their proper advertisement and accessibility, and digitalizing 
auctions with support of an online transactions’ database and an e-auction platform. 
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