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ABSTRACT

This piece argues that the most operationally important actor in structured finance — the
corporate services provider (CSP) that administers the special purpose vehicle (SPV) — sits
outside any prudential perimeter in the UK market (which this series principally covers), and
that the market’s belief otherwise rests on a category error: treating registration for anti-money
laundering (AML) and counter-terrorist financing (CTF) supervision as sufficient regulation of
the firm.

In the UK, HM Treasury’s October 2025 decision to move AML/CTF supervision of trust and
company service providers (TCSPs) to the Financial Conduct Authority (FCA), with the transfer,
on the FCA'’s published plan as at September 2026, not expected to begin before autumn 2028,
is likely to be described as “the FCA now supervises TCSPs.” That will be true only of financial-
crime compliance and not of the firm’s soundness. On the published proposals, the new regime
will not examine operational resilience, financial standing, insurance adequacy or orderly
substitution: the questions that decide whether a legally bankruptcy-remote vehicle can keep
functioning.

Furthermore, in my experience the structured finance sector has sustained a culture of market
insularity — at times described within debt capital markets as an “old boys’ club” — that is slow
to change, slow to admit firms and people from outside the “established” network, and able to
use procedural gatekeeping to shield repeat legacy relationships from professional scrutiny.
Some of the sector’s older assumptions about who belongs in the room, in my view, still persist.
Onboarding decisions wrapped in the vocabulary of “risk appetite” and “jurisdictional fit” can
serve as administrative cover for excluding new entrants; informal gatekeeping is not merely a
cultural failing, it is an unscrutinised operational vulnerability.
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Building out the prudential-oversight pillar proposed in No. 02, | set out six structural issues and
a five-element reform anchored in a professional-services regulatory model: a supervisor with
a conduct and prudential mandate, mandatory professional indemnity insurance (PIl) scaled to
administered liabilities, a deal-level public register, fit-and-proper scrutiny of CSP ownership
and control, and transaction-level continuity and governance requirements.

Beneath the true-sale analysis, the non-consolidation opinion, the non-petition language and the
limited-recourse provisions sits an assumption so basic that nobody writes it down: the administrator
will still be there tomorrow. The SPV is bankruptcy-remote from its sponsor. It is not, and has never
been, operationally insulated from the failure of its own administrator. Yet practically every structured
finance offering memorandum rests on that silent premise. Not a clause — a premise.

Investors read the structural protections and move on. Rating agencies model the cash flows and
issues the ratings. Lawyers copy the substitution mechanics from last quarter’'s deal and change the
date. Nobody stops. Nobody asks the only question that decides whether the structure survives
contact with reality: who is checking that the operator of this machine is itself sound — and what
happens to hundreds of vehicles at once when it isn’t?

| structure non-securitisation, single-tranche asset-backed securities (ABS) deals for a living — the
edge-case stuff nobody writes textbook chapters about. In No. 02 of this series, The Structural Paradox
of Structured Finance, | proposed a three-pillar reform architecture and deliberately kept each pillar at
blueprint level.* This piece takes a closer look at the second pillar, prudential oversight. It is not a
detour. The first pillar (the bankruptcy-remote Administrative Agent, or AA) and the third (independent
governance with operational teeth) each assume something this pillar supplies: administrators that are
examined for the things that can actually kill a deal.

81

Strip the legal terminology away and look at what is actually happening. A special purpose vehicle is,
operationally, a company that does nothing by itself. It has no employees, no office of its own, no IT
systems, no payroll. Every function a living company performs — accounting, payments, filings,
noteholder communications, tax compliance, board administration, etc. — is performed for it by the
CSP. In the typical structure the CSP holds the records, controls the bank mandates, files the accounts
and convenes the meetings. The SPV’s legal isolation from its sponsor is real. Its operational
dependence on its administrator is total. Figure 1 shows that structure, and where supervision does
and does not attach to it.

Now consider what every structural analysis in the deal quietly assumes: continuity of administration.
The separateness covenants assume someone is maintaining separate books, records and bank
accounts. The cash-flow model assumes someone shows up to move the money. The priority of
payments assumes someone applies it. The market treats the probability of administrative
discontinuity as effectively zero — not because anyone has measured it, but because, to my
knowledge, no regulator, rating criterion or offering document has ever required anyone to.
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No. 02 walked through how an administrator disruption could propagate into a credit event. | will not
repeat that here. The question this piece asks first: who, if anyone, is charged with asking whether the
disruption is likely?

That is not risk management. That is an unexamined assumption wearing risk management’s clothes.
FIG. 1 — WHERE THE REGULATORY HOOKS ATTACH

PRUDENTIAL SUPERVISION

None for UK corporate services providers
resilience - standing - insurance - continuity

AML / CTF SUPERVISION

HMRC or a professional body today
FCA from autumn 2028 at the earliest

registration attaches here

® nothing attaches here

CSP / ADMINISTRATOR

ANCILLARY SERVICES : CORE ADMINISTRATION
sold to the SPV as a service what keeps the vehicle alive
Formation Registered office f [ Bank mandates } [ Waterfall execution ]
MLR reg 12(2)(a) MLR reg 12(2)(c) :

[ Ledger and records ] [ Board administration ]

Director / secretary Filing as agent
MLR reg 12(2)(b) ACSP; Nov 2027 at earliest
Noteholder reporting ’
\ J
total operational dependence
ISSUER SPV

no employees - no systems - no premises

lllustrative of the typical structure, on the author’s reading of regulation 12(2) of the Money Laundering Regulations 2017 (MLR) and
the Economic Crime and Corporate Transparency Act 2023; ACSP means Authorised Corporate Service Provider; scope varies by
transaction. Timings as at the dates of the sources cited in notes 3 and 4. Sources: notes 2 to 4.

§2

Ask a practitioner whether CSPs are regulated and, in my experience, you will usually get a confident
yes. Press on what that means and the answer resolves to something much narrower: registered for
anti-money-laundering supervision. In the UK, that has meant registration under the Money
Laundering Regulations 2017 and supervision by HMRC or one of 22 professional body supervisors
— 23 supervisors in all, as at October 2025, in a regime the Government itself calls “complex and
disjointed.”” Under the Economic Crime and Corporate Transparency Act 2023, firms that file at
Companies House on behalf of clients will have to register as Authorised Corporate Service Providers
(ACSPs); on Companies House’s transition plan as updated on 5 August 2026, that will not happen
before November 2027, and registration has been open to AML-supervised firms since March 2025.
It is a regime built to protect the integrity of the register, not the solvency of the filer.®
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Here is the category error, stated plainly. AML supervision asks one question: are you facilitating
financial crime? Prudential supervision asks a different one entirely: can you keep doing your job
tomorrow? A CSP can be impeccably AML-compliant and simultaneously thinly capitalised, thinly
insured, operationally fragile and one acquisition away from deprioritising your SPV’s administration.
The first question is examined. So far as | can identify, the second is examined by no one with the

power to insist on an answer. Figure 2 sets the two side by side.

FIG. 2 — WHAT

The question

“SUPERVISED”

AML/CTF supervision (today; FCA-
led from autumn 2028 at the
earliest)

MEANS AND DOES NOT MEAN FOR A CSP

Professional / Prudential layer
proposed here

Does the firm have adequate
financial-crime controls, KYC and
reporting?

Can it keep administering through a
parent’s insolvency, a cyber
incident or the loss of key staff?

Does it hold insurance sized to the
liabilities it administers?

Could it be replaced in an orderly
way, with data, systems and
mandates intact?

Who ultimately controls it, and what
happens on a change of control?

Are individual administrators
personally accountable for how the
vehicle is run?

Does it owe noteholders a duty of
care if the vehicle is in distress?

Which vehicles does it administer,

Yes — its purpose

Outside its remit

Qutside its remit

Outside its remit

Fit-and-proper tests (regulation 58)
on firms, owners, officers and
managers: integrity, competence,
compliance history

Fit-and-proper entry test;
accountability confined to AML
compliance

No general statutory duty to
noteholders

Public register of firms, as proposed,

Remains with the AML supervisor

Operational-resilience standards and
testing

Mandatory PII scaled to administered
liabilities

Wind-down and substitution planning;
drills

Fit-and-proper extended to the
financial standing and continuity of
ultimate controllers; change-of-
control notification

Senior Managers and Certification
Regime (SM&CR)-style personal
accountability and certification

Statutory duty of care to secured
noteholders

Deal-level public register

and how concentrated is the
market?

no deal-level mapping described

Source: author’s analysis of the published scope of the UK AML/CTF supervisory reform (notes 2, 4 and 5). Timings as at 22
September 2026 (note 4).

Read the regulation closely and the gap is narrower, and sharper, than the word “regulated” suggests.
Regulation 12(2) of the Money Laundering Regulations 2017 makes a firm a trust or company service
provider only if it provides specified services to other persons by way of business: forming companies,
acting as (or arranging for another to act as) a director or secretary, providing a registered office or
business address, or acting as a trustee or nominee shareholder. The obvious rejoinder, that the CSP
supplies the SPV’s directors and registered office and is therefore regulated, is right as far as it goes,
and that is the point. What attracts registration is the address, the officer appointment or the formation
service, sold as a service. On my reading it is not the waterfall, the bank mandates or the ledger. The
qualifier does the work: an address supplied to an SPV as a service falls within the regime, while
premises the SPV leases in its own name do not, and nothing in the law requires the SPV to buy the
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service rather than lease the office. In practice a vehicle with no premises of its own buys the address,
and the directors, from its CSP.?

For UK-incorporated Issuers, two further features of the orphan structure bear on the same gap. | offer
them as structural observations rather than legal conclusions, because scope in any transaction turns
on the documents. The first is the ownership layer. The Issuer’s shares are typically held pursuant to
a private charitable trust by a Share Trustee, and it is tempting to assume that the Share Trustee
supplies the missing regulated party. It may not. Where it is a professional trust company it is itself
within the definition, supervised for financial-crime risk and nothing more. Where it is not, because it
may not act by way of business or may act pursuant to an exemption, there may be no supervised
party at the ownership layer at all. The trust deed is private; as far as | am aware, an investor has no
public means of telling which case applies. The second is formation. Directors’ identity verification has
been a legal requirement since 18 November 2025,° and, as | understand the regime, a natural person
director who has verified their identity with the UK Companies House can incorporate the vehicle or
its holding company directly, on their own behalf and supplying their Companies House Personal Code
as evidence of verification, without an ACSP, including once ACSP registration becomes mandatory
for third-party filing agents. ACSP status is a gatekeeper for intermediaries acting for others; it is not
a structural requirement of setting the vehicle up. In practice an intermediary, whether a law firm or a
CSP, will usually form the vehicle and is then supervised for that formation service, though not for the
administration that follows. The point is that the law does not require one.

None of this suggests the regime is badly drawn. It suggests it was drawn to answer a different
guestion. Registration follows the services a firm sells, not the dependence investors place on it. The
address, the officer appointments and the filings sit inside the perimeter; the administration on which
the vehicle actually depends does not. And an orphan with no parent, owned on a private trust, leaves
no owner with an obvious commercial reason to ask. These are questions for regulatory review, not
determinations. But they point one way: the orphan architecture that gives the vehicle its bankruptcy
remoteness is the same architecture that leaves its operating layer outside the perimeter the market
assumes is there.

Neutral and independent were not the same word in No. 01. Supervised and sound are not the same
word either. Structured finance keeps treating registration as regulation. They are not. Not even close.

§3

The UK’s AML supervisory reform is the perfect case study in how the illusion sustains itself, because
it is a genuine, welcome reform that will nonetheless be misread as solving a problem it does not
touch.

On 21 October 2025, HM Treasury confirmed that the FCA will become the single professional
services supervisor for AML/CTF purposes, covering legal service providers, accountancy service
providers and trust and company service providers: approximately 60,000 firms, at that date spread
across HMRC and 22 professional body supervisors.” Timing depends on legislation and funding; as
at 22 September 2026, the FCA did not expect to begin taking on supervision until autumn 2028, with
a phased transition completing around 2030.% In June 2026 HM Treasury set out the design of the new
regime: a public register of firms maintained by the FCA, regulation 58 fit-and-proper tests extended
to legal and accountancy providers (trust and company service providers are already within them), a
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risk-based supervisory framework and new powers to appoint skilled persons and issue directions,
with some of the key enabling provisions included in the Financial Services and Markets Bill.

All of that is real progress on financial-crime supervision. And the headline it generates will be some
version of “FCA to supervise trust and company service providers.” Market participants will file that
under regulated now and move on — the same way they filed “independent director” under governed
in No. 01. But read the scope. Itis AML/CTF supervision. On the published proposals it is designed to
examine whether firms have adequate financial-crime controls. It is not designed to set minimum
operational-resilience standards, to require capital adequacy or continuity planning, to mandate
professional indemnity insurance, or to test whether a CSP administering hundreds of vehicles could
be replaced in an orderly way if it failed. The register will list firms; nothing | have seen suggests it will
map which SPVs they administer, so concentration stays invisible.

The reform tightens the financial-crime perimeter. The prudential perimeter — the one whose absence
lets a CSP failure turn into technical defaults across dozens of deals — still does not exist. If anything,
the illusion gets stronger: the market will now believe the administrator is supervised in the full sense,
and administrative continuity risk will stay unpriced with even more confidence than before.

| want to be precise about how far this claim goes. The UK reform is good policy on its own terms, and
my argument is not that it should not happen. Nor is it a first step towards something wider: the
Government has said in terms that the FCA’s role will be restricted to AML/CTF supervision of
professional services firms, and that its powers under the Regulations can be used only for that
purpose.® My argument is that the reform answers a different question from the one structured finance
needs answered, and that the market is already primed to confuse the two.

84

Below are six structural issues, stated as plainly as | can. Issues 1 and 5 rest on public documents.
Issues 2, 3, 4 and 6 rest on practitioner observation and are offered as testable hypotheses, not
findings, because the data needed to test them is not public — which is itself part of the problem.®

1. No prudential supervisor exists for CSPs. In the UK market this series principally covers, | have
not identified any authority charged with the operational resilience, financial standing or continuity of
the firms that administer SPVs. Cayman, by contrast, licenses company managers and corporate
services providers through the Cayman Islands Monetary Authority (CIMA), under a regime that, by
statute, includes financial-resource, insurance and fit-and-proper requirements.” CIMA’s framework
therefore provides a concrete example of a corporate-services regime incorporating financial and
professional safeguards of the kind proposed here. | have not identified an equivalent prudential
framework specifically applicable to UK CSPs performing comparable corporate-administration
functions.

2. Insurance is not mandated at any meaningful scale. | have not identified a regulatory regime
that requires a CSP’s professional indemnity cover to bear any relationship to the liabilities it
administers; where Pl is required at all, it appears to be sized to the firm’s professional practice, not
to the vehicles it runs. Cayman also requires licensed firms to hold professional indemnity insurance,
though | have not seen it calibrated to administered liabilities.” When an administrator’s negligence or
failure triggers a technical default — missed payments, missed filings, missed noteholder
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communications — recovery is a function of whatever cover the CSP happened to buy and of the
liability caps in the administration agreement, and in the administration agreements | have reviewed
the contractual claim belongs to the Issuer, reaching noteholders only indirectly through the security.
| have not identified a public disclosure framework that routinely requires disclosure of the
administrator’'s insurance programme. In the offering documents | have seen, that information is not
disclosed.

3. Concentration is unobservable. | have not identified a public register that maps SPVs to their
administrators in the role that matters: company registers record officers and registered offices, not
who performs the administration. In my experience a small cluster of large CSP groups administers a
very large share of UK quoted-Eurobond SPVs; No. 02 explains why | offer that as practitioner
judgement and not as a market-share statistic. A failure, cyber event, sanctions designation or change
of control at one such provider would propagate across many unrelated deals at once: correlated
operational risk that the market cannot price because it cannot see it. | frame this as a testable
hypothesis. The data to quantify it is not public.

4. Substitution provisions are provisions, not plans. Every administration agreement contains
termination and replacement mechanics. | am aware of few, if any, that have been tested end to end
at scale, under time pressure, against a hostile or insolvent outgoing administrator, disputed fees, and
data that lives in proprietary systems. Noteholder consent mechanics, trustee cooperation and data
portability are assumed to work because they have never had to. The deals assume substitution never
happens; until proven otherwise, the provisions are decoration.

5. Registration is mistaken for regulation, and the coming reform will entrench the mistake. A
CSP can pass every AML examination ever devised and still be the single point of failure for hundreds
of vehicles. The FCA transition is exactly the moment the market is most likely to stop asking: once
TCSPs are described as FCA-supervised, the prudential gap becomes harder to see and harder to
argue for.

6. Gatekeeping is unobservable. In my experience, onboarding, service-provider selection and
independent-director sourcing run largely through informal relationships, in a market at times
described from within as an “old boys’ club”, and in the absence of a conduct or prudential regulator
that network has effectively defined “market practice” on CSP governance, with no requirement to
show its working. A refusal to onboard is rarely explained beyond “risk appetite”, “jurisdictional
complexity” or “compliance de-risking”, language that can just as easily launder a decision to preserve
an existing commercial relationship. Because nothing records declined requests, nothing can show
whether refusals are principled or merely protective. In my experience the UK and European structured
finance community is slow to change and slow to admit people and firms from outside its established
networks, and some older assumptions about who belongs in the room persist. | am currently unable
to find any public data on the matter, and that is the point. But the consequence is structural, not just
cultural: a closed network narrows the pool of administrators, trustees and independent directors that
deals actually draw on, which repeats the same names across many vehicles (84(3)) and thins the
pool of credible replacements on which any substitution depends (84(4)). A closed network does not
announce itself. It just never has to explain itself. No. 01 raised the gatekeeping side of this from the
practitioner’s side; | frame all of it, as there, as a distinct hypothesis, not a finding.
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§5

In much of finance, critical third parties are supervised or contracted for resilience — except here, for
what is arguably the single most critical one.

Banks’ material outsourcing is governed by dedicated regimes, the Prudential Regulation Authority’s
(PRA’s) outsourcing and third-party risk management expectations and, in the EU, Regulation (EU)
2022/2554 on Digital Operational Resilience for the Financial Sector (DORA), precisely because
regulators learned that a bank is only as resilient as its critical vendors. The UK has now extended
that logic beyond banks. Its critical third parties regime took effect on 1 January 2025, and the first
designations came into force on 13 July 2026, bringing four major cloud and technology providers
under direct oversight by the Bank of England, the PRA and the FCA. The FCA has expressly identified
the systemic risk that can arise from concentrated dependence on common third-party providers.®

| am not suggesting that a CSP meets the statutory designation threshold today. | do not know, and
without a register nobody can. That is the point. Designation depends on someone being able to see
a dependency. Nobody can see this one.

In securitisation’s own backyard the contrast is sharper. Rating agencies assess servicers —
operational reviews, advancing obligations and backup servicing arrangements are a familiar feature
of RMBS and auto ABS. The market asks for a backup for the entity collecting the mortgage payments.
And then it accepts, in many structures, a single un-backstopped administrator for the SPV itself —
the entity without which nothing in the structure functions at all. The servicer, in many deals, has a
backup. The administrator has a clause.

None of this is exotic. Most other critical dependencies in structured finance are examined, insured or
backed up. The administrator is the exception, and, as with the independent director in No. 01, the
exception has survived largely because nobody has had to explain it.

§6

Predictably, the industry falls back on a few standard responses to preserve the status quo.

Q1 “CSPs are sophisticated, well-capitalised businesses.” Sophistication is not supervision.
Being well capitalised today is not being committed to stay so: | am not aware of anything in the UK
regime that requires a CSP to hold resources against the operational liabilities it carries for others, or
restricts a parent from upstreaming them. And the largest, most sophisticated CSPs are precisely the
concentration risk. Their failure is the correlated event.

Q2 “Deals have substitution provisions.” Provisions, not plans — see 84(4). A termination clause
that has never been exercised under stress is a hypothesis, not a control. Ask the trustee of any live
deal when administrator substitution was last tested end to end. In my experience, the silence is
instructive.

Q3 “Nobody’s actually been hurt by this.” Yet — and we might not know. An administrator failure
resolved quietly, by a back-channel transfer or a sponsor’s rescue, generates no case law and no
headline, and there is no register or incident reporting that would show it. Absence of a public blow-
up is not absence of risk. It is absence of a stress test with a witness.
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Q4 “The FCA will grow into this.” Not on the Government’s stated design: HM Treasury has said
the FCA’s role will be restricted to AML/CTF supervision of professional services firms,> and a
prudential mandate is not a larger version of an AML mandate: it needs different objectives, different
powers and different expertise, and the AML reform itself shows how many years the legislative and
funding path takes. If the market waits for the FCA to grow into it, the 2028—2030 window closes with
the scope already set. Better to argue for the mandate while the design is open.

Q5 “The Administrative Agent from No. 02 makes this unnecessary.” It makes much of it less
urgent, and | would rather see it adopted than not. But structure and supervision are complements. An
AA that can replace a failing CSP still needs a pool of replacements that are sound, insured and
examinable, and it still needs someone looking at the AA. Structure without supervision leaves the
vendor pool unexamined. Supervision without structure leaves every deal exposed to its vendor’s
failure. The market needs both.

Q6 “The market has moved on.” Parts of it may have, and | would be glad to be wrong. But nothing
measures it: no register shows who administers what, no log shows who was declined and why, and
no supervisor asks. Change that cannot be observed cannot be credited, and in my experience older
assumptions about who belongs in this market have outlasted more than one round of good intentions.

None of this is a knock on CSPs, and it is not a knock on the people doing this work. Most
administrators are conscientious professionals operating exactly as the market’s incentives reward.
This is not personal. It is structural — and structural problems are the most dangerous kind precisely
because nobody feels it is their job to fix them. Investors assume the regulators checked. Regulators
assume the market would have said something. The market assumes the administrator’'s owners have
kept the resources in place. Round and round it goes.

§7 — The reform blueprint

The fix is not complicated. Inconvenient, sure; but not complicated. If the administrator is systemically
important to every SPV it touches, then supervise it as something that matters — for the prudential
guestions, not just the financial-crime ones.

A note on what | am and | am not proposing. In No. 02 | argued that CSPs should be supervised on a
professional-services model, closer to law and accountancy firms than to banks: AML supervision,
mandatory professional indemnity insurance, professional-body-style oversight and dual firm-and-
individual accountability. | hold to that, and | am not proposing a bank-style capital regime for
administrators. What this piece adds is a specification of what that supervision must be able to ask,
because the professions’ model only works if the supervisor's questions include the ones AML
supervision never will. Five elements follow. Figure 3 maps them to the issues in §4.

Element 1 — A supervisor with a conduct and prudential mandate. License CSPs that administer
rated or listed SPVs, or SPVs above an administered-volume threshold. Three layers:

Firm-level licensing. Minimum operational-resilience standards, data-portability mandates,
recovery and orderly wind-down planning, periodic examination of business continuity, and
mandatory logging of objective, non-discriminatory onboarding criteria and declined service
requests subject to supervisory audit, with aggregate, anonymised statistics on applications
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received, accepted and declined published so that the market can see whether the door is open
— proportionate, but real.

Individual professional certification. Senior administrators and persons discharging managerial
responsibilities are subject to fit-and-proper standards modelled on the Senior Managers and
Certification Regime (SM&CR), ensuring they carry personal regulatory risk — including
suspension or revocation of approval — if they participate in governance capture, unmanaged
structural conflicts, or administrative suppression. In law and accountancy, individual practitioners
can face licence revocation, public censure and personal fines if they prioritise commercial
relationships over professional conduct rules. The same logic applies here.

Whistleblowing and escalation pathways. Formal channels through which administrative
personnel or independent board members can report governance capture, procedural failures or
unexplained onboarding refusals directly to the supervisor, without commercial reprisal. The
Government regards existing whistleblowing protections as sufficient for AML/CTF disclosures,
with the FCA as the prescribed authority for them,®> but nothing equivalent is framed around
governance capture or unexplained onboarding refusals, and the gatekeeping problem identified
at 84(6) is reinforced by that absence.

Whether that mandate sits with the FCA under a second remit, with a professional body supervisor, or
with a new body is a question for the 2028—2030 design window. What matters is that someone is
charged with asking.

Element 2 — Mandatory professional indemnity insurance and a statutory duty of care. Cover
levels set by reference to the liabilities under administration, not the administrator's convenience, and
coverage disclosed to trustees and noteholders in offering documents, so the market can finally price
what it currently assumes. Alongside PlI, the reform should introduce an explicit statutory duty of care
owed by CSPs to secured noteholders during distress, eliminating the current moral hazard in which
administrators rationally prioritise their own indemnification position and arranger relationships over
waterfall execution. | am aware of no such general statutory duty, which is why No. 02 recorded that
CSPs facing a dispute may reasonably put their own interests first.

Element 3 — A public register mapping SPVs to administrators. Extend the register concept
beyond firm names to deal-level relationships: which administrator runs which vehicles. Concentration
becomes visible, measurable and, for the first time, diligenceable by investors. Each entry should also
record which authority supervises the firm and for what purpose (AML/CTF only, or conduct and
prudential as well), so that the label stops doing work it has not earned. What gets measured gets
managed; what stays invisible gets assumed away.

Element 4 — Fit-and-proper scrutiny of ownership and control. The supervisor should ask
whoever ultimately controls the administrator whether they are financially sound and committed to
continuity, and require advance notification of changes of control to trustees. The FCA reform tests
something different: regulation 58 already applies fit-and-proper tests to trust and company service
providers and to their beneficial owners, officers and managers, and is being extended to legal and
accountancy providers, but it assesses integrity, competence and compliance history for AML
purposes.® A change of control at a concentrated CSP is a market-wide event wearing a corporate-
action costume.

PETERSON FREDERICK - BROKEN STRUCTURED FINANCE - NO. 03 . 10



Element 5 — Transaction-level resilience requirements. Backup-administrator provisions with
tested data portability: not clauses, drills. Concentration and insurance disclosure in offering
memoranda: who administers this SPV, how many others it and its affiliates administer, and what the
substitution plan actually is. Where an Administrative Agent structure of the kind proposed in No. 02
is adopted, much of this is delivered structurally; where it is not, this is the interim mitigant. Either way,
someone needs to be asking whether the drill happened.

ILLUSTRATIVE DRAFTING — MODEL OFFERING MEMORANDUM DISCLOSURE

Administrator Continuity Disclosure
The Issuer shall disclose in the Offering Memorandum, and update in each annual investor report:

(a) Administrator. The identity of the Corporate Services Provider, its ultimate controlling
person, and any change of control since the Closing Date.

(b) Concentration. The number of issuers, expressed in bands, administered by the
Corporate Services Provider and its affiliates as at the most recent quarter-end.

(¢) Insurance. The insurer and the per-claim and aggregate limits of the Corporate Services
Provider's professional indemnity cover, against the aggregate liabilities of all issuers it
administers, expressed in bands.

(d) Supervisory status. Each authority supervising the Corporate Services Provider, and the
purpose of that supervision (for example, AML/CTF only).

(e) Substitution. The identity of the Back-Up Administrator, and the date and outcome of the
most recent end-to-end substitution test, including data transfer.

lllustrative drafting for discussion, not executed transaction language; bands, thresholds and frequencies require calibration and legal
review for any specific issuance. Transaction placement: (a) to (d) sit in the Offering Memorandum and the annual investor report; the
testing obligation in (e) sits in the Administration Agreement and is incorporated by reference into the Note Trust Deed or Indenture.

FIG. 3 — HOW THE FIVE ELEMENTS ANSWER THE SIX ISSUES
Structural issue (84) Reform element (87)
1. No prudential supervisor Element 1 (supervisor, conduct/prudential mandate and standards)

2. Insurance not mandated Element 2 (mandatory PII scaled to administered liabilities; statutory duty
of care to noteholders)

3. Concentration unobservable Elements 3 and 4 (deal-level register; ownership and change of control)
4. Substitution provisions, not plans Element 5 (tested backup administration; the AA of No. 02)
5. Registration mistaken for regulation Elements 1 and 3 (a mandate that states what it examines; a register that

states what has and has not been supervised)

6. Gatekeeping is unobservable Element 1 (onboarding logs and published aggregate statistics, SM&CR-
style accountability and whistleblowing pathways)
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§8 — Who should read this and how

Arrangers and trustees: you are the parties who will operate the substitution mechanics when — not
if — they are ever tested. Commission the drill before the event does. Ask your administrators for their
insurance towers and continuity plans, and put the answers in the deal file. None of this requires
legislation; the disclosure above can be a deal term tomorrow.

Institutional investors: administrative continuity risk is currently treated as zero in the SPVs you hold.
It is not zero. Ask for administrator concentration and insurance disclosure as a standard part of pre-
trade diligence, and treat their absence as information. This paper should not be read as evidence
that administrator failures are already causing defaults; it is a case that no one is positioned to find
out.

Regulators and policymakers: the FCA’'s new AML mandate is necessary and welcome, and it is
not prudential supervision. Close the actual gap: a conduct and prudential regime for CSPs, with
resilience standards, personal accountability and a deal-level public register. The 2028-2030
transition window is the moment to design it, before the market files TCSPs under supervised and
stops asking. Formal rule-making would, of course, need empirical data and impact assessment
beyond practitioner observation; the register proposed here is how that data gets created.

Academics and researchers: five testable hypotheses are offered here: CSP market concentration
at the SPV level; the historical incidence of administrator substitution events and their costs; the
relationship between PII coverage levels and recovery outcomes; the incidence and stated grounds
of declined onboarding requests; and how open the administrator, trustee and independent-director
pools are to new entrants. The data is not public. That is itself a finding worth publishing.

Every structured finance transaction assumes the administrator will still be
standing tomorrow. Nothing in the regulatory architecture requires it to be.

So next time a prospectus hands you pages of bankruptcy-remoteness engineering, don’t just nod
along. Ask the question the documents never answer: supervised — for what?

R EFERENTCES

Legislation and Regulations

Companies Management Act (2024 Revision) (Cayman Islands).

Economic Crime and Corporate Transparency Act 2023, c. 56 (UK).

Financial Services and Markets Act 2023 (UK).

Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017, SI 2017/692 (UK).

Regulation (EU) 2022/2554 on Digital Operational Resilience for the Financial Sector (DORA), applicable from 17 January
2025.

Policy Documents, Statements and Guidance

Bank of England, PRA and FCA, Operational resilience: Critical third parties to the UK financial sector (PRA PS16/24 /| FCA
PS24/16, 12 November 2024).

Companies House, Economic Crime and Corporate Transparency Act: outline transition plan for Companies House (policy
paper, updated 5 August 2026), GOV.UK.
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Companies House, “ldentity verification” and “Changes at a glance”, Changes to UK company law,
changestoukcompanylaw.campaign.gov.uk (accessed 4 October 2026).

Financial Conduct Authority, “Anti-money laundering supervisory reform”, fca.org.uk/firms/aml-supervisory-reform (page last
updated 22 September 2026).

Financial Conduct Authority, “UK financial regulators to begin overseeing Critical Third Parties announced by Treasury”
(statement, 10 July 2026).

HM Treasury, Anti-Money Laundering/Counter Terrorist-Financing (AML/CTF) Supervision Reform: Duties, Powers, and
Accountability Consultation Response (June 2026).

HM Treasury, Reform of the Anti-Money Laundering and Counter-Terrorism Financing Supervision Regime: Consultation
Response (21 October 2025).

Prudential Regulation Authority, Outsourcing and third party risk management (Supervisory Statement SS2/21).

N OTE S

1. Peterson Frederick, The Structural Paradox of Structured Finance (Broken Structured Finance No. 02, 8 September 2026);
The Independent Director Myth (No. 01, 20 July 2026). This piece builds out the prudential-oversight pillar of the former
and extends the gatekeeping theme of the latter.

2. HM Treasury, Reform of the Anti-Money Laundering and Counter-Terrorism Financing Supervision Regime: Consultation
Response (21 October 2025): Chapter 1 (Ministerial Foreword: current regime “complex and disjointed”; 23 different
supervisors for professional services firms); para 2.1 (three public sector supervisors, being the FCA, the Gambling
Commission and HMRC, and 22 professional body supervisors across the wider AML/CTF system); paras 2.9 to 2.11
(decision to create a Single Professional Services Supervisor; FCA to supervise legal, accountancy and trust and
company service providers, including those currently supervised by HMRC); para 2.12 (implementation subject to
enabling legislation, confirmation of funding arrangements and a detailed transition and delivery plan); para 2.15
(approximately 60,000 regulated firms); para 2.23 (supervision of accountants, lawyers and trust and company service
providers currently split across 23 supervisors; on para 2.11, these are the 22 professional body supervisors and HMRC).

3. Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017, SI 2017/692;
Economic Crime and Corporate Transparency Act 2023, c. 56 (Authorised Corporate Service Provider regime).
Regulation 12(2) defines a “trust or company service provider” as a firm or sole practitioner who by way of business
provides specified services to other persons, including forming companies (12(2)(a)); acting, or arranging for another
person to act, as a director or secretary (12(2)(b)); providing a registered office, business address, correspondence or
administrative address or other related services (12(2)(c)); and acting, or arranging for another person to act, as trustee
of an express trust or as a nominee shareholder (12(2)(d)). Registration therefore attaches to the provision of those
services by way of business, including an address supplied to an SPV as a service; it does not attach to premises leased
by the SPV in its own name, and on my reading it does not extend prudential or operational supervision to waterfall
execution, bank mandates, treasury management or ledger accounting, although the words “or other related services” in
12(2)(c) are open-textured and their outer limit is a question for legal advice. Whether a particular Share Trustee acts by
way of business, or relies on an exemption, will turn on the facts and the trust documents, and scope in any transaction
depends on the precise mandate and service agreements. On timing, Companies House stated in its outline transition
plan, as updated on 5 August 2026, that mandatory identity verification of document presenters, and ACSP registration
for third-party filing agents, will take effect no earlier than November 2027, with at least six months’ notice before either
takes effect: Companies House, Economic Crime and Corporate Transparency Act: outline transition plan for Companies
House (updated 5 August 2026). Identity verification of directors and persons with significant control became a legal
requirement on 18 November 2025, with a 12-month transition for existing appointees: Companies House, “ldentity
verification”, Changes to UK company law (changestoukcompanylaw.campaign.gov.uk) (accessed 4 October 2026).
ACSP registration has been open since 18 March 2025: Companies House, “Changes at a glance”, Changes to UK
company law (changestoukcompanylaw.campaign.gov.uk) (accessed 4 October 2026).

4.  FCA, “Anti-money laundering supervisory reform”, fca.org.uk/firms/aml-supervisory-reform (page last updated 22
September 2026): as at that date, the FCA did not expect to begin taking on supervision until autumn 2028, with the
transition likely to be phased and to complete around 2030 (the page’s timeline describes the start of phased transition
as late 2028).

5. HM Treasury, Anti-Money Laundering/Counter Terrorist-Financing (AML/CTF) Supervision Reform: Duties, Powers, and
Accountability Consultation Response (June 2026): FCA to maintain a public register of firms (Chapter 2, “Registration
and gatekeeping”, unnumbered paragraphs; the MLR amendment requiring the FCA to maintain registers is at para 3.10);
regulation 58 fit-and-proper tests, covering the integrity, competence and compliance history of firms and their beneficial
owners, officers and managers, to be extended to legal and accountancy providers, aligning them with trust and company
service providers already in scope (Chapter 2, “Registration and gatekeeping”; paras 3.23 to 3.24), applying to those
providers only once supervision transfers to the FCA (para 3.28); extension of the risk-based supervision duties in
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regulations 17 and 46 to the FCA (para 4.11); intended new powers to appoint skilled persons and issue directions (para
4.18); existing whistleblowing protections considered sufficient, with the FCA the prescribed authority for AML/CTF
disclosures (para 6.21); FCA role restricted to AML/CTF supervision of professional services firms (para 10.32), with its
powers under the Regulations usable only for AML/CTF compliance (paras 6.11 and 11.15). Para 3.3 describes
registration as serving a “prudential and supervisory function”, meaning that it establishes whether a firm may lawfully
carry on regulated activity; on my reading, that is gatekeeping, not a test of financial soundness. Enabling legislation:
para 10.18 (arrangements to be taken forward through primary legislation in the “Financial Services Bill” and implemented
in detail through secondary legislation amending the Money Laundering Regulations); FCA, “Anti-money laundering
supervisory reform” (note 4; page last updated 22 September 2026), states that the Government has included some of
the key legal changes in the Financial Services and Markets Bill.

6. Claims regarding CSP market concentration, administrator substitution events, PIl coverage levels, the content of
administration-agreement liability provisions, and onboarding, gatekeeping and market-culture practices are framed as
practitioner observation and testable hypotheses. The underlying data (deal-level administrator mapping, substitution
incidence and cost, insurance limits, declined onboarding requests, composition of service-provider pools) is not publicly
available, a gap the proposed public register is designed to close. Statements that no authority, rule, register or disclosure
of a given kind exists describe what the author has been able to identify in the sources cited in the Notes and in practice,
and are not the result of an exhaustive survey of UK regulation.

7. Cayman lIslands: Companies Management Act (2024 Revision), s 5(7)—(8) (fit and proper persons, having regard to
honesty, integrity, competence and financial soundness), s 10 (minimum net worth) and s 17 (mandatory professional
indemnity insurance, with a statutory minimum level of cover).

8. Critical third parties: Financial Services and Markets Act 2023; Bank of England, PRA and FCA, Operational resilience:
Critical third parties to the UK financial sector (PRA PS16/24 and FCA PS24/16, 12 November 2024; regime effective 1
January 2025); FCA, “UK financial regulators to begin overseeing Critical Third Parties announced by Treasury”
(statement, 10 July 2026), which lists the first designations (Amazon Web Services EMEA SARL, Google Cloud EMEA
Limited, Microsoft Ireland Operations Ltd and Oracle Corporation UK Limited; oversight from 13 July 2026). Bank
outsourcing: PRA Supervisory Statement SS2/21, Outsourcing and third party risk management; Regulation (EU)
2022/2554 (DORA), applicable from 17 January 2025.

Generative Al Disclosure: This article was developed with the assistance of generative artificial intelligence tools for research support,
drafting, editing and review. The author directed the research, analysis, arguments and conclusions; reviewed and verified the
substantive content, including factual statements, legal and regulatory sources and citations; and assumes full responsibility for the
accuracy, originality and integrity of the article. No artificial intelligence tool is an author or co-author of this work.

Scope and Author Responsibility: The underlying arguments, positions and conclusions are the author's own. Research and
commentary concerning corporate services providers primarily concern UK market entities. References to the Cayman Islands (84)
and to EU digital operational resilience rules (85) are comparative only, and this piece does not analyse those regimes beyond what
is stated. Regulatory developments, timetables and the status of legislation are stated as at the dates of the sources cited in the Notes,
the most recent being 22 September 2026, and remain subject to change; later developments are not reflected. The analysis is
practitioner commentary and a framework for discussion, due diligence and further empirical research; it is not legal, regulatory,
investment, tax, accounting or other professional advice.

Copyright: © 2026 Peterson Frederick. All rights reserved. No portion may be reproduced, distributed or transmitted in any form without
prior written permission of the author, except for brief quotations used in critical commentary or review.
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I welcome thoughts, counter-perspectives and practitioner feedback on the arguments advanced in this article.
If you arrived here via LinkedIn, feel free to join the discussion directly on the original post. Alternatively, you can
share your observations via the Contact Form or by emailing me directly at peterson@petersonfrederick.com.
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