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1. Introduction

This guide has been developed by the TeX Transfers and Conversions Working Group to
establish consistent operational best practice for Conversions undertaken as part of in-
specie (re-registration) transfers of Pensions, ISAs, and GIAs.

A conversion is the administrative process of switching a customer’s holding from one
share class to another within the same fund. It is a non-taxable event and is often
essential to ensure that customers remain invested throughout the re-registration process.
This note only applies to conversions involving UK funds.

The FCA’s Policy Statement PS19/29: Making Transfers Simpler requires firms to complete
transfers in-specie wherever practicable, ensuring customers are not disadvantaged by
being temporarily out of the market. Conversions are a critical enabler of that requirement.
However, industry experience shows inconsistent approaches, leading to delays,
rejections, and encashments that contravene the FCA’s intent and diminish customer
outcomes.

This guide provides operational standards and best practice recommendations to assist
TeX member firms in improving consistency, efficiency, and regulatory alignmentin
conversion processing.

If you have any questions about the content, or suggestions for further improvements to
the Conversions processes, please contact Nigel Jacques-Pettinger, TeX Operations
Director at nigel.jacques-pettinger@tisa.uk.com.

2. The Role of Conversions

Conversions occur when the ceding and receiving platforms do not hold the same share
class of a fund. By converting holdings into a mutually acceptable class, firms can
facilitate electronic, in-specie re-registrations, avoiding encashment.

Benefits:

- Maintains continuous market exposure.

- Reduces operational and market risk.

- Supports Consumer Duty objectives by ensuring fair and efficient outcomes.

- Enables standardisation and automation within TeX electronic re-registration flows.
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3. Conversion Types and Process Flow
Pre-Transfer Conversion

Conducted by the ceding platform before initiating the re-registration, aligning the holding
with a common, transferable class recognised by all parties.

Post-Transfer Conversion

Performed by the receiving platform following completion of the re-registration,
converting to its preferred internal share class.

lllustrative Process Flow
Customer Holding (E Class)

[Pre-Transfer Conversion]
v
Transferable Class (A Class)

[Re-registration via TeX]
Receivin; Platform (A Class)

[Post-lransfer Conversion]
PlatformvPreferred Class (I or Z)

4. Common Industry Challenges

Industry research, including Equisoft and SS&C insights (2025), identifies several recurring
barriers:

e Lackof universally accepted common share classes.

e Rejection of conversion requests due to retail/institutional share class conflicts.
e Low levels of custodian and platform automation.

e Manual exception handling leading to encashments.

e Insufficient client communication around conversion events.
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. Best Practice Recommendations

Issue Impact on Firms | Root Cause Best Practice Responsible
/ Customers Recommendation Parties
Unnecessary Adds extra work Failing to check Only ask the ceding partyto | Acquiring Party

requests for

if solution can be

convert if you genuinely

conversions managed in- can’t hold the current class.
house The onus should be on the
acquiring party to complete
a post transfer conversion,
wherever possible.
Inconsistent Transfer rejections Lack of https://www.commonshare | Platforms, Fund

recognition of
common share
classes

and unnecessary
encashments

standardisation
across platforms

classregister.org/
maintained by the
Investment Association.
Follow market practice and
supply the common share
class for any restricted
share class you hold, in the
information response

Managers

Communicating Making it easier to Not supplying Use the available fields in Ceding party
available options enable a conversion | correct your solution for the ceding
information provider to supply

information on available

share classes.
Rejection of pre- Delays and manual Retail to Perform post-transfer Platforms
transfer interventions institutional conversions where
conversion mismatches appropriate; document
requests permitted pathways
Manual Errors, delays, and Legacy systems, | Make use of electronic All TeX Members
conversion poor customer low automation solutions for instruction,
processes experience acceptance, and

confirmation

Lack of custodian

Delayed settlement

Custodians not

Encourage custodians to

Custodians, Fund

system support and reconciliation aligned to use electronic solutions Managers
standards
Client Confusion and Poor disclosure Provide clear Distributors,
misunderstanding | complaints communication about Platforms
of conversions conversions: non-taxable
and do not affect investment
exposure
Extended transfer | Customer detriment | Absence of Adopt TeX-aligned SLA for AllTeX Members

timelines and poor outcomes | service level conversion and transfer
expectations completion; target same-
day acceptance
Overuse of Breach of PS19/29 Operational Embed in-specie first policy | Platforms, Fund
encashments principles and inefficiency in operational procedures Managers

Consumer Duty

and Ml reporting



https://www.commonshareclassregister.org/
https://www.commonshareclassregister.org/
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6. Compliance and Regulatory Alignment
Firms must ensure their conversion and transfer processes comply with:

FCA PS19/29 — Making Transfers Simpler.
COBS 6.1H - Consumer Duty and fair outcomes.
TeX Standards — Electronic messaging and re-registration framework.

Expected outcomes

Customers remain invested throughout transfer processes.

Electronic conversions are prioritised over manual alternatives.

Conversion activity is monitored and reported internally.

Documented operational procedures exist for both pre- and post-transfer conversions.

7. Strategic Improvement Actions for TeX Members

e Education: Enhance understanding of conversion principles across operational
and compliance teams.

e Automation: Adopt full electronic conversion functionality within TeX / 1SO20022
message standards.

e Data Standardisation: Maintain consistent use of ISINs and fund mappings across
systems.

e Monitoring: Capture metrics on conversion success rates and rejections for Ml
review.

e Collaboration: Work with custodians, fund managers, and technology providers to
improve interoperability and quicker communication and processing.

8. Conclusion

Conversions are a fundamental component of efficient, customer-centric in-specie
transfers. Consistent application of best practice across TeX member firms will deliver
fairer customer outcomes under the FCA Consumer Duty and improve operational
efficiency and accuracy.

TeX members are encouraged to adopt these guidelines, share learning through the TeX
SLA & Operations Council, and contribute to ongoing enhancements in conversion
processing standards.



