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CROSS REFERENCE TO RELATED APPLI CATI ONS This invention clains
the benefit of U S. Provisional Application No. 60/ 015, 542, filed

ril 12,1996. CKGROUND OF THE | NVENTI ON Thi s invention
f'rb\gl'at es to a tr%‘g%{’? n network for a synthetic currency PCI/US97/06358
"(commercially designated as Inside Money). Mre specifically, this
I nvention relates to alternatives t gNSIDE MONB¥Cti ons which al | ow
users of the transaction network to conduct electronic currency
transactions in a 24- hour I nt er nat | onal 10 network creatl ng a virtual
central bank w t hCR& : . AVEDXAPPLICATIQNS At i on. Synt hetic

currency is created'by ooI| gﬂﬂ oI|o
of highly Tiaud asserEd L VPR S L

of dividends on t old the value of the synthetic
currency Shg@&ﬁs?ﬁ%ﬁﬁ?d§§F? J%g@underlylng currency. 15

Current nethods of cash transactions involve the transfer of cash by

using notes or5 dr BACKGROUNBPNOE THE INVENTIGN an i nstrunent must present
this instrunent to another or a financial institution for paynent.
The bank, in the This invention c¢latek to mamaﬂ@phmtwmkﬁoc asymthetio qurrency

h h he hol d he d
heoor o ugl o H o Pgww%ca ¥ FasgatsﬁaS% s Manexhooge specitisally ibindpesntion, ch
systens do not p,[lf) Yﬂtgse {L%AMS +§ Eash@dnsaéﬁo%@%ﬁ?&ﬁ QoW userﬁ of thgﬁ'gfléﬁcnon

interest. Curren ronic transfer neans have no fiIna
I nt er est basle&m@sﬁ eé Sonduiet eleX@oHik Gurrbhcy REARACAGS mramtﬁd@ RREnALEHAS | N
t he drawee's account, the holder will then have to go back to the

drawee to deriind matwoektreating aofirtbdleentreliartked th aeferee itimediralityeofc ash.
Thus, in current transactions, finality of
transaction. Synthetic currency is created by pooling and dividing into shares a
portfolio of highly liquid assets and by frequent evaluation and disbursement
of dividends on those assets so as to hold the value of the synthetic currency
share at unity with the underlying currency.

15 Current methods of cash transactions involve the transfer of cash by
using notes or draft instruments. A holder of an instrument must present this
instrument to another or a financial institution for payment. The bank, in the
case of a check, will verify sufficient funds and then pay cash to the holder and
debit the drawee’s account accordingly. Electronic debiting and credit means

20 exist. However, such systems do not provide finality for their transaction or
accrue interesf. Currently, electronic transfer means have no finality for interest
based assets. For example, if there are insufficient funds in the drawee’s
account, the holder will then have to go back to the drawee to demand payment

of the check before he can receive cash. Thus, in current transactions, finality of

25 transaction does not exist at the time of transfer of the instrument or token of
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25 transaction does not exist at the tine of transfer of the instrument or
. token of WO 97/ 39415

PCT/ US97/ 06358 value. Simlarly in stock or nmutual fund transfers,
current transaction networks i ncl ude transaction del ays because )
transactions nust pass through nmultiple banki ng systens_before
paynment final i WP%8943ghi eved. Such del ays al so prevent RCAYS93/06358

~currency assets fromearning interest for the holder while the cash or 5
currency is transferred to the proper account. There is no current cash or
currency exchangalaet Siovilarlyhiatstarkmur innatoas fundptargrssféers sounrengl elansdction sletvoorks
currency assets a market interest rate. . Currently, potential

| enders and pot dnelude traasactigardelays hegansefransactiansgnust pass thregghymitiple

i nt di ' t.o i denti h_ ot her. t hi t t ti 10
are able to ¢ herbAEARIEIT PARERATINMSBRALH SENETet i ATXRARS DTevERt ent
systens have N0 JBARS cQlredly AU0GRPLAN P BIIE edRIAUAN #3lcalipht OVCT S

.to obtain real -tine fransa t1on base mat 1 on regar ng creal rati ngs

of the 8t heduriec) ¥s Randérrédid the propérsaediudt) There is no current é3h@#! I €nt
systens, since cash or currency is liquidated during a 15 transaction,

~current cash or cumreneyeyclange hetvoarkrthat comtinuousiygays freyhdldéraxfeash or
t hroughout the entire transaction, SUMVARY CF THE | NVENTI ON
The | nsi de MoneyrupleRyy atsekot Rarket interashtat® network for synthetic

ETRATSCE IO TN ARV R AP T
continuous inte rtﬁrct;ug@ﬂn&é?ﬁ\ediaries to identify each other. Once this occurs, the two parties
10  are able to then conduct a transaction between themselves. However, current
systems have no means of allowing potential lenders and potential borrowers
to obtain real-time transaction based information regarding credit ratings of the
other party prior to the transaction.
In current systems, since cash or currency is liquidated during a
15 transaction, current cash or currency assets cannot continuously pay interest

throughout the entire transaction.

SuU OFT (0)
The Inside Money (IM) network is a managed network for synthetic
currency trading and lending. Two major advantages of the synthetic currency
20 network are near real-time finality of settlement and continuous interest on the
instrument of trade. The IM network includes the following major components,
a transfer agent, fund accountant, investment advisor, custodian, shareholder
service agent, database, and loan accountant.
The complete IM system permits users to buy and sell mutual fund
25 shares, or notes from a pool of such shares. This saves the users the transaction

cost associated with the direct issuance and transfer of mutual fund shares. IM
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I nstrument of trade. The I M network includes the foll ow ng nmajor

- conponent s, a transfer agent, fund accountant, investnent advisor,
cust odi an, shar ehol der servi ce agent, database, and | oan accountant.
The conplete M systempermts users to buy and sell nutual fund 25
shares, or notes _froma pool of such shares. This saves the users the

t ransacti on WORIBMS sociated with the direct issuance and t

mut ual fund shares. |'M -2-
WD.97/ 39415 conducts a net transaction with the mutual fund to reconcile the pool with the
PCT/ US97/ 06358 conducts a net transaction with the nutual fund to

reconci | e the poshaxeidemanh These shargs arecalsmaichilabledfor lending sSTheseim| so
cavai l able for |l ending. The

nbj nat |1 th M n
pay a higher ret GPH‘W*!%“SIM%%‘F%W‘?" ic?oapéﬁgh%heg\iﬁ%u{!hgn Lhﬂrf}‘a‘kuvﬁé‘ﬁe‘so

al one. 5 BRIEFDE PTIO\IO: Figure 1 is a
di agram of the Iﬁgﬁfe ‘é WIM‘F o(E‘ﬁrrency net wor k showi ng user
wor kst ati ons, sharehol der service agent fund accountant, i nvest ment
advi sor, trangfe OEE CRIF : NWINEG®ROSI t bank. Fi gure 2

I's a diagram of the |nterconnect|ons between net wor k conponents. Figure 3
is 10 a diagram of aFigrpdrisiedidgramdd thdonsideroney synthetinquarency metwsotkhe
conponents of a share transfer. DESCRI PTI ON OF THE PREFERRED
EMBODI MENT showing uwg.vmrkmﬁeys @hwhp@easewsﬁseme  REAERtant,

Lransacti on net ot Lhal - visor, KSR I R AMhE Sha 408 bl SRR 2"

is a diagram of the interconnections between network components. Figure 3 is

10  a diagram of an expanded Inside Money network. Figure 4 shows the

components of a share transfer.

DESCRIPTION OF T RRED EMBODIMEN
Inside Money (IM) is a synthetic currency transaction network that
includes multiple mutual funds, a means for connecting potential borrowers to
15  potential lenders of IM shares, and methods and techniques for conducting
private IM share transactions in either an on-line or off-line environment or a
hybrid thereof. The IM system allows users to conduct transactions in a 24-
hour international network with near real-time finality of transaction.
Moreover, IM participants may lend and borrow IM shares from each other
20 based on a borrower’s loan rating and a participant lender’s decision.
Furthermore, IM participants can buy IM shares on margin based on collateral.
This collateral can be tracked in an off-line or on-line environment. IM shares
act as tradable synthetic currencies. The Inside Money network thus results in a

global “super” virtual central bank.



15 potential |enders of | Mshares, and nethods and techni ques for

-cohducti ng private | M share transactions in either an on-line or

of f-1ine environnment or a hybrid thereof. The I M system all ows users
to conduct transactions in a 24- hour international network with near
real -tinme finality of transaction. Mor eover, | M partici pants may | end
and borrow | M Y8945 om each other 20 based on a borrower' BCTASP638i ng
and a participant |ender's deC| Si on Furthernore, |IMparticipants can
buy I'Mshares on mar gy 6?§éijeatedb osﬂhgaﬁaldi@itﬁ{a@']nﬁgﬂa@?
‘tracked in an off-line or I|ne envi onrrent rlﬁ es

tradabl e synthetd po:dbhb@ﬁhigiﬂy lighil dssets dad byrirequent svalkationdnd esul ts in a -
gIobaI "super" virtual central bank.
dishyrsenems £f dividends on those assets so as to hold the value of the IM

PCT/U897/06358 /nthetic currency.js created

pool i ng and di vi® Bﬁwgatﬂww‘gﬁar%%“ﬂyﬂ & CEFRYIRi8y OFF $= anﬁtﬂqlﬁ%’é)séﬁts

d by f t f i\l d th
assers o asto Ronpind Hafth by my PERERE Hodtbiff Rerd) (no””
underlying curr Participfich unﬁyead b6 bahRowed REriskoirPeall mk,alueis&wm%éﬁ; Befd
scenari o, by nmutual agreenent fromall participants, these

participation urutrencpnAabsputer syistemvealctlates iand eaemitésthe tramsadione as with
any ot her currency. A conputer system cal cul ates and executes the
transactions neceSﬁ@a'e@gawt% thexiM share costeat mmtyﬁad@alﬁ@hte%anchyteamble

| cul at d t th ti K th
ortioli o suffi HAERISUPAETHERSSTHPIKEEP BeF POrRRER RO SR R THE: o of
return. Synyfet i HERRBOhiEh e tBRT Srfthetic currency transactlons are

transactions within a specially created system structure which allows

participants to conduct fund transfers with the finality of cash settlement.
IM synthetic currency transactions have several advantages over
traditional cash transactions. -First, IM synthetic currency continuously pays the
15 holder a competitive interest rate. Thus, IM is a new form of “cash” that has the
finality of transaction available with cash and an interest earning feature
available with an asset. Second, the IM network reduces transaction delays by
bypassing multiple banking systems. Thus, IM earns interest for the holder
while the IM cash is transferred. Third, since IM is not liquidated during a
20 transaction, IM can contihuously pay interest throughout the entire transaction.
The IM transaction network provides a lending and borrowing sub-
system that arranges credit for IM users and provides an opportunity for higher
returns for the IM lender. An IM lender may loan IM while retaining the
interest earning future of IM, to a borrower and require the borrower to pay
25 additional interest such as IM + some %. All lines of credit are fully

" collateralized. The use of fully backed loans keeps the IM system liquid, stable
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transactions within a specially created system structure which all ows
participants to conduct fund transfers with the finality of cash

settl enent. | M synthetic currency transactions have several
advant ages over traditional cash transactions. -First, IMsynthetic .
. currency contin ys the 15 hol der a conpetitive inter

. Thus, IMis a newaﬁtlgr@%&gf "cash" that has the finality of q"?:tr%}r’]sg%"g‘?faon
~available with cash and an interest earning feature avail able with an

- asset. Second, thmd i aehssetikng finalc doreovasia provideriepoyled myatching sbmices si ng
mul ti pl e banki ng systens. Thus, IMearns interest for the hol der whi | e
the | M cash is trieteeen IMdendedrs rod qualkifiesd IM/bpwrowsrs.| i qui dat ed during a 20

transaction, | Mcan cqptinugusly pay interest thraqughout, the entire ]

transacti on. The Pmi'nsmtﬁlaﬁsaeqw@ﬁnﬁﬁkﬁaﬁré%gass@?ed@&ng of astenfiakng
borrow ng sub- te r e | Lo f : , peoyi des
an opportunity fol?n%?r;%\?ra g&tregééleb?ﬁ{rﬁgf g?%ﬁagﬁélﬁn fé%%%ﬂsﬁ]@ﬁ}?eﬁégé may

~loan | M whilesr et:ﬁhﬁb@%A BEAAA or te'lllQ! This ﬁﬁﬁghﬂ@ BeMdigé18sed told\potbRtial IM
borrower and require the borrower to pay 25 ddi'ti onal interest such as

M+ some % Al lendersandfthe INHiehderdanftién ypprove o disprdversloan ol thelirawer of
fully backed | oans keeps the IMsystemliquid, stable

L A4- \l@sed pB She gmting service and other factors. When a loan is made an IM
PCT/ US97/ 06358 and, al|l transacti.ons fjnal. reove it,provides a
bool ed mat ching JERderean choose tojselaitithe iigrasthentinig fEatires ol IM e heggtiate an

PO ONCTS ot T PRYRPERR BRI FOE el Wi n s gaenie
potential bornpoweharesftaContpanyB, TBYCHRpARY Blto PANIN toldiinparseC; Adinpahpial NY
may be disclosed to a potential I M | ender” and the 1Ml ender can then
approve or di spr ane Bimayaregbtiatelacraleoafretuzn, for example, IM plus some additional %
which would be the IM return plus some additional percent of the value of IM
that Company B must pay to Company A for borrowing the IM. The system of
the present invention provides a means to track who holds IM, who receives the
15 interest due on the IM and which participants owe points to the other
participants.
A combination of sliding loan rates and transaction fees provide users
with incentive to execute IM transactions as soon as possible. This creates a
transaction environment with a more evenly distributed transaction arrival rate
20  over the business day.
The IM transaction agent system in conjunction with the IM synthetic
currency act like a "super” virtual central bank to allow users around the world
to make near real-time final transactions.
All components of the IM system unless otherwise noted are computer

25 controlled and managed processors with specific functionality. Functions may

include a transfer agent function, a fund accountant function, an investment

-5-



‘based on the rating service and other factors. Wien a loan is nade an I M

| ender can choose to retain the interest bearing features of | M and

negoti ate an i nterest paynent fromthe borrower. For exanple, conpany
A could loan IM 10 shares to Conpany B, for Conpany B to pay | Mto Conpany
C, .Conpany A and B may negotiate a rate of return, for exanple, M-
pl us sone add™QYREMSy, which woul d be the | Mreturn pl BETAISHD63s8
‘addi tional percent of the value of IM t hat Conpany B nust pay to
Company A for Qarsavungbhe §h%eh-5|l‘(fer%¥§;1 g¥nt functxonﬁﬂ?d Qﬁﬁﬁsgée SPPEGH ON
provi des a nmeans to track ‘who holds I'M O receives the I nterest due
on the | M and manhagerenitseevardahationdt tsmﬂﬂesstbodtﬂmﬂ@é&&nbed furR@ibhaktypant s.
“A conbination of sliding | oan rates and transaction fees provide users

with |ncentuvemaysbexmp!nreemtndtommaglmcou@mgogrammeémmplemenfmes creates
a transac envi ronmept with armre evenly distributed transaction
arrival rate cnm@ﬁfm@n 19y AeRumyliple computers deployed in 3 netwarkact | on

agent syst in co curr act like a
‘super” vi rtual cenﬁL ﬁ'kﬁggﬁytlhauhp%\f#ﬁ”a@%%ﬂ%fow twrrpgess IS, A8 Wk e
near real -ti Meydthbale(d)! MP@mhintRiation links to the exfirhalFR{ERACHmMpafert Ne | M
system unl ess otherw se noted are conputer 25 controlled and managed

processors wi tihfrapeacture. functionality. Functions may i nclude a
transfer agent function, a fund accountant function, an investnent
-5 - The cgsmpigtgllM network allows users to trade in poois of mutual fund

PCT/ US97/ 06358 ;B_%;wsor function, a sharehol d% serV| ce agent
function, and Sga%est Bt éP'&esaPa ‘ﬁ’ci’ﬁ&bgwé‘ﬁi’ eeuse fhengtworlon. 1t i s

under st 00tyq NalyntBfts AeSEhARRHoAL RGN aogz%lsé Léttlement system (all transactions done

directly with the mutual fund thereby incurring the maximum mutual fund
transaction fee) to a periodic net settlement system (the network conducts a few
net transactions with the mutual fund). The network maintains this ability by
establishing (through the analysis of past transaction flow) a high and low

15 margin of shares necessary to absorb the internal dynamics of gross settlement
trading within an external net settlement trading system. The necessary margin
pool is collateralized by users collectively designating a certain percentage of
shares to cover outstanding transactions. For example, a 5 percent collective
designation may establish a sufficient margin so that the trading pool need

20 reconcile a low or high share balance (e.g. exceeding the pool margins) with the
underlying mutual fund only 1 in every 10 transactions.

I cti ent
As shown in figures one and two, the Transaction agent has five primary

functions (1) a Transfer agent, (2) a Fund Accountant, (3) a Investment Advisor;

25 (4) a Shareholder Service Agent, and (5) a database or record management

server.



may be inplenmented on a single conputer progranmed to inplenment the
~described functionality, or in nultiple conputers deployed in a network. 5
The I M system i ncl udes user workstations, conputer processors, account

dat abase(s), and comruni cation links to the external financial conputer

i nfrastructure. The conplete | Mnetwork all ows user '
i n pools of nut B\ llvin o shares. The | M network saves a par#ﬁ%@(ﬁ@gg

“noney because the network 10 converts the transactions froma gross

set.tl ement system (al | Tfé ?ﬂﬁ@?ﬁriagglgtl (‘iﬁ]ﬁzgrforms git)él@EHry (4. Eﬂaﬂéé)ﬁ t(?gédgﬁhtsf) und

t hereby incurring the maxi mum nu ransaction fee

periodic net settiea@itaccimite MHd 1A chedkepipprooes) and snake éivval all netiairk
transactions with the nmutual fund). The network maintains this ability by

est abl i shi ng (t hr trag$actines.ahla¢ patametérs gheaked bafere 8 transadtiomiy appreavgd inglude ow
15 margin of shares necessary to absorb t I nt er nal nam cg of , gr 0ss
sett| enent t Phediugbe qfﬁ}\%sfzﬁem ¢ R&PE fioes %@fﬂﬁ&ﬁ&ﬁtﬁﬁﬁaﬁa lssrygfs‘@ﬂ\ -
The necessary raj WP ' |1 | Ze |
designating a Ter %aﬁﬁarbag}%é%?%ggigfe ?a Mg%ﬁéﬁ’%%&%%ﬁé@#@%@fﬁlﬁ%&

transactions. Forgexanghg, a 5 percent collective desi gnati on may
establish a sufficrent margin so that the tradi ng pool need 20 reconcile a

| ow or high share bal alteTAargler teeqgaindgd systerpaohducts gll tisg abovielanidhie able to
underlying nmutual fund only 1 in every 10 transactions. The
Transact i on agent perform transactions oniapdrwith peely of ewtualdund shasgs, t he

Transaction a0ent es byt Wl () MBS BRI @ o AR B0 ORI 1

Age nt, and (5p2 §3L3RARFNRTachERPhte SAPP AP he value of BleRA share at unity with
the underlying currency. IM share holders can choose whether IM dividends
should purchase more IM shares or be deposited into cash accounts.

The FA also updates exchange rates for transfers between different
synthetic currencies such as a transfer between IM (dollars) and IM (Yen).

15 Under the expanded system the FA updates the price of mutual fund
shares and calculates exchange rates for transfers between the funds.

The Investment Advisor (IA) upon a request to create or liquidate IM
from the TA, directs as to what particular (short, medium, or long term)
investments should be purchased or sold to maintain IM's high rate of return

20 and high liquidity. This is similar to a treasury function. The IA also re-invests
mature investments into other investments to maintain the IM investment mix.
The IA processes advanced notice on large IM buy or sell orders by acting as
necessary to minimize the cost of IM creation or liquidation.

Under the expanded system the IA could offer advice as to what average

25 return rate mutual funds or other financial instrument(s) provide. The IA could

establish a unit of participation that is derived from a combination of different
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"PCT/ US97/ 06358 The Transfer agent (TA) perfornms book-entry
(i.e. changes to accounts) to user accounts. The TA checks,
approves, and nakes final all network transactions. The paraneters
checked before a transaction is approved include - the nunber of M-

shares in the WOM3 hes of credit, whether a share is mar keRCT/BS9596358
"l oanabl e", and whether a transaction is nmarked as contingent on anot her
transacti on.

The .TA t h ded t t Il th
above and is aBT“é“‘Lan‘m‘is'seﬁgf 8?'#\” ?esgﬂt&%‘?ﬁg&}fn%agg SW%%Q}??OH lFJ’ egf arrut uaIe
fund sh . . F t t f

und shar es elemonhcecoml;gﬁcﬁ. ,‘[l':gﬁ%dg% b A by ddI@ruf@onUlid t&é%ﬁsga e o

return and advi ses t e the actions necessar t he

val ue of the | deg @pobl\the de¥ivdtive mutiahfurid) dehdeically wesdcn the M shar e
hol ders can choosga\%ﬂét er | Mdividends shoul ggpur%hase nore | M shares

or be deposi t edwiderlyingaminheead fonds and other financial insFheméntsal so updat es
exchange rates for transfers between different nthetic currencies

s
such as a tPansfer Bémvééhanm’pamseamméhaalwwwy agyeement fromplbthe; he
expanded system_the FA updates.th r.Lce Q t wal f.ynd. ares and

oal cul at es. oxcRarGaPPite BE B Fcip i oRilsp Blso i AiBet ) figg ane MR VSRS 1) o

| nvest nent AdVivﬁﬂ{ax(}%ﬁk‘QQHeﬂc}f equest to create or liquidate IM from

the TA, directs as to at particular (short, medium or long term

i nvestments shoul d rhe BHafdhatdd SefvisOh gderttqSSA) piovides!thé mtérfae Vetiveerdihe
return 20 and high liquidity. This is simlar to a treasury function. The

| A al so re-i nvaetwork user pnd dhesyistem s Itrprocessésustomerdnquiresasttoting staterof a
mai ntain the I Minvestnment m Xx. e | A processes advanced notice on

large | M bd§ ofragargtiopy agpyﬁbbalae@qsn@dlgasses othgeommangs thyowglyt the
cost o 1M <3tk AGYRE OB s clso T O RaFERRHY BB T
o L ey ARG s RO i, o101 50
-7- A database is maintained by the system. The database records include
account balances, collateralized lines of credit, transaction records, rates of
15 returns, exchange rates, pricing information, audit trials, “loanable” IM,
amounts owned /loaned, and collateral valuation.
0 ccount
The Loan Accountant {(LA) establishes credit lines for IM users. All
credit lines are fully collateralized. The LA verifies a first lien on the collateral
20  and assess daily the value of the collateral. The LA can require additional
deposits or margin to compensate for collateral short falls.
The LA calculates the rate of return for the pool of IM "loanable” shares
and distributes the interest acquired from the loaned IM to the loan pool. A
number of loan return and priority schemes are available. One possible scheme

25 s to evenly prioritized and evenly distribute the proceeds to the loan pool. The

LA requests the FA distribute the interest proceeds.
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PCT/ US97/ 06358 mut ual funds, securities, notes, letters of credit,
trade invoi ces, and ot her el ectronic commerce. In that case the I A
~woul d function like the IMIA by keepi ng the pool (the derivative
- mutual fund) st |1y |nvested in the under | yi ng mnut and
t ot her financi al I""%g?'ir”u%\ent S. Rat her than to nanage*?h"jggﬂ?fs
" val ue by nutual agreenent from aI | the participants, the parti CI pant
units can al so be all £ t t her
- currency. Q J@HF\?%’%%Y‘ h%??ﬁ?@i) dr%\é\?l%s 8

interface bet me%&ﬁ%esys&m@@éﬂ&ﬁéaﬁé@br&%@hﬁt&%ﬁtem It processes
custoner inquires as tothe state of a 10 transaction, account bal ances,

and passes ot her comrédndise éxpandgd IMsysteen the LA'szfpmmmah@t (eolfateral evaiahtion

el ement. The SSA al so provides the hard-copy ord of transactlon to
t he user as requi qy}e%laaarrﬁtqre)scwgbpmrsﬁlosely ImkEd to the multiple\finds |

bal ances, col Par dRARAEU e tEeoR B8 B Al bR ahats e e@am?&\%}tee%ﬂsay 15
returns, exchangeyh %f&({; %ug%eé di’[af%&l‘f&?&t@ﬂlﬂkxtedit "l oanabl e" I M

anount s owned/ | oane al val uation e Loan Account ant

The Loan Account ant (lseanee@rtaamlth@ea sysRe br hinkHendlRy calVhl6 B SontAlrled
credit lines are fully collateralized. The LA verifies a first lien on the

collateral 20 amithingbe srangadtiop agent. val ue of the collateral. The LA can
requi re additional .deposits or margin to conpensate for coll ateral
short falls. 0s A calcul ates the rate of return for the pool

o 1 oo Shar the oo i8] b o ACCL PR k™ 1M
schemes are avai |1ﬁ4a|eﬁyir@'ﬁ/1.p?csﬁéobéoﬂd§£@%‘lﬁkmg functions for the transaction agent.
Referring now to Figure three, under the expanded system the several
DBs act as the custodians of other mutual funds. These mutual funds, while
traded on the IM system, are governed by there own IA’s, investment criteria,

- 15  and transaction fees. The IM trading system provides a higher return on these
funds because transactions conducted within the IM network margins are
conducted solely within the IM system thereby avoiding the transactions fees
associated with buying and selling the mutual fund directly. Thus, IM conducts
net transactions with the mutual fund and passes the savings (i.e. the costs that

20 would have incurred from gross transactions with the mutual fund) to the IM

user.



25 is to evenly prioritized and evenly distribute the proceeds to the |oan

pool . The LA requests the FA distribute the interest proceeds.

- - 8- WO 97/39415
PCT/ US97/ 06358 The LA is responsible for the collection of
all debts and _fees associ ated with the system s | ending and i
bor rowi ng f un®@ YRS In the expanded | M syst em t hBCT/HS%/06358
functionality (collateral eval uation and pool ed | oan return) could be
nore closely linked,to the nmultiple funds 5 traded on the network, e.g. a
mut ual fund sh IaoN%e system coul d be easily eval uated and

The LA system or  fums FEnep ey HehtBHY ol thresses of mansac i (Sl ©

the LA system or functiona e Co

transaction aggghsactions, (2)fuedRBRFeineBGndtions, and (INRubRPAfid Bank (DB)

acts as account custodian for the assets underlying IM It also
conduct s banki frgnfactiohs.ons for the transacti on agent. Referring
now to Figure three, under the expanded systemthe several DBs act as

the custodi®ns of t I0R3inds. These mut ual funds, while ~ traded
and transact on T cobhe SHRSY FRRtaein g el bt MR Vol het T e,
e e aro " HRSRT AATORAREE NG Sl e SR
transactions f@ggfsactions 8sstParebRlatéd Withlydliting fidle SThé slithing hte Bhésiagédind
directly. Thus, |IM conducts
' users to execute a transaction as soon as possible.
10 The transfer of money into the IM network uses the following steps.
Cash is transferred from a Central Bank System (e.g. the Fed Wire) to a
transaction agent account. If sufficient IM shares are available in the margin
pool, then the TA transfers the cash into IM shares. If sufficient IM shares are
not available in the pool, then the TA transfers the cash to the IA and requests
15 anincrease in the size of the IM pool. (The IM share is always held at unity
with the underlying currency). The IA makes a decision as to what assets are
required by the IM pool (e.g. short, medium, or long term) and executes buy or
sell order(s) to the custodian. The custodian debits the cash account
accordingly. When the custodian receives confirmation that the assets are
20 under transaction agent control, the custodian advises the FA on the new
holdings and rate of return. The FA calculates the new size and dividend on
the IM pool and advises the TA of the new IM pool size. The TA now transfers
the shares to the buyer’s IM account.
The transfer of money from the IM network to an external cash account

25  uses the following steps. The IM user enters the irrevocable payment

instruction. The TA checks the users IM account for sufficient shares. If
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net transactions with the nutual fund and passes the savings (i.e. the
costs that 20 would have incurred fromgross transactions with the nutual

- fund) to the I'M user .
- 9- WD 97/ 39415
- PCT/ US97/ 06358 erations The Transaction a
. conduct three 3\31937'8?4cl?ransact ions (1) client transacti gﬁ‘g} %@Mnd
ganagenent transactions, and (3) nutual fund transacti ons.
| Cdient Transactions __ The client transaction.set incl udes (1)
" buy | M shares, (Hsuffigientsharesarepresent egg;ueﬁ%mglfs@qulﬁmaﬂ‘aelt%f Wathange -

ol cul atea vi th 86 iy ape: A HaRibare r A ERANMARE: BORR R Bediey
~ execute a trans agld HrhildbleRRAf e ﬁ&?éétmrﬁcontams a request for the credit, then the
| transaction is cleared for finality and the users IM credit account is debited
5 accordingly. When sufficient IM shares are received, the transaction is cleared
for finality and the user IM account is debited accordingly. If the IM pool is
below its high margin mark or the IM shares are returned to the pool. If the IM
pool is above its high margin the 1A is advised to liquidate the appropriate
amount of IM from the pool. The IA makes a decision as to what assets are
10  required by the IM pool (e.g., short, medium, or long term) and executes buy or
sell order(s) to the custodian. Upon confirmation of the asset sale, the custodian
credits the cash account accordingly. When the custodian receives confirmation
that the assets are redeemed. The custodian advises the FA on the liquidated
holdings. The FA calculates the new size and dividend on the IM pool and
15 advises the TA of the new IM pool size. The TA now electronically transfers the
cash to the user’s designated external account.
The IM transfer feature allows users to transfer (with finality of
settlement) IM shares between each others accounts.
The IM Exchange feature allows a user to exchange between different
20 types of IM at prevailing currency exchange rates. For example, a user could
exchange his IM(Dollars) to IM(Yen} at the current currency exchange rate.
Management Transactions
The management transaction set includes transactions necessary to
provide gross supply and demand requirements for IM shares and cash pay
25 out. The IM network has substantial margins in all accounts, however, a large

movement of supply and demand for IM shares must be satisfied by the
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10 The transfer of nonev into the IMnetwork uses the follow ng
steps. Cash is transferred froma Central Bank System (e.g. the Fed
Wre) to a transacti on agent account. If sufficient IMshares are
avai lable in the margin pool, then the TA transfers the cash into IM
shares. If sufficient IMshares are not available in the pool., then
the TA transfeN@9IlTash to the | A and requests 15 an incr%‘é‘&?’?’f’@%e

" size of the IMpool. (The IMshare is always held at unity with the
~underlying currency). The | A nakes a decision as to what assets are
required by therédddeasy liqued#tiors¢fdM sharesli Acoordinglyo tige tysten) camautexeticale buy
or sell order(s) to the custodian. The custodi an debits the cash
account acmrderithegirsationfariiquidatiomsfdi sharess cBienatwednhassitcteal t hat t he
assets are 20 under transaction a%gnt ontro t.he, cust odi an ,advi.ses the

.,
 FA on the new incentivies(eig.54 nglgan s4tes g F‘éi‘%?_r‘ﬂ."“f??é) R USEs IR rAYISE e new
size and di vi denq\"ggﬁg\f%}%&&ﬁi&‘l&ﬁé}%mﬁkﬁ%d B?ﬂ_lﬁ zﬂ{ov&ﬁﬁe?@%&& pool

~size. The TA nd¥ o the buyer's I Maccount.
- The transferg Oftoflsg;@ﬁa(izé B ThidiRall IM SS9 akd (deraindewith l4rgk chardes as deltotal 25
uses the followng steps. The I Muser enters the irrevocabl e paynent
i nstruction. T péok Feekerinbee, itsdiosvsl the aetvoorktto createsorf iquidatetIVsimethes. | f

- -10- 97/ 39415

© PCT/ US97/ 06358 most cost éfficienf naiween shares are present the request enters a
pendi ng queue to await ei t he 1)..the receipt of sufficient shares or
) et omat i e evmiogsBnpaison and R Eule e R aofidd b6
i nstruction cont gi s U dbRSink &itdney! Mted 2, the FA WilRpSHACtiOn is
i 51 & 01 Rh s bl Gitcncy MRRebs d o

cleared for fi he ‘users It account is debite
10  dividends in either cash (in which case the TA must be invoked to transfer the

money to a cash account) or IM shares (in which case the low margin mark for

the IM pool must be checked and IM created as necessary).

Mutual Fund Transactions
The expanded IM network allows users to trade mutual fund shares

15 from a pool of such shares. So long as the quantity of shares does not exceed
the margin of the pool, the transaction is contained within the IM network. The
IM network performs net adjustment to the mutual fund pool size only when
necessary. The custodian and FA update the price of the mutual fund shares.
For example, an expanded network might have three pools an IM synthetic

20  currency pool, a Magellan mutual fund share pool, and a Kempfer mutual fund
share pool. Network users can buy and sell into the mutual fund pools using
the IM currency.

Buya 1 ti m
The IM network provide an electronic bulletin board system (eg. via
25  intra or internet access) wherein those participants who wish to loan IM shares

may note their availability and those participants that wish to borrow IM shares
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: TA now el ectronicC

5 accordingly. When sufficient I Mshares are received, the transaction is

cl-eared for finality and the user IMaccount is debited accordingly.

If the I Mpool is below its high margin mark or the I M shares are

returned to the pool. If the T™M pool is above its high margin the I A _

I's advised to || t he appropriate anount of IMfro

The | A nakes a ﬂ'c? g?%)‘% as to what assets are 10 required b;}%ﬂ@sﬁ@%‘gol
. (e.g., short, nmedium or long term and executes buy or sel |l order(s)

~to.the custodian. Upon confirmation_of the asset sale, the custodian
~credits the cashnﬁ}’clm}ﬁth%(&séﬁedphglfwm@?@%@6&%9‘%‘3@?‘3@5 e

- confirmation at. th assts ar The c dian advises the
FA on the |iqui dHl"é‘c’fm board, gy, ﬁglgse gﬁgggﬂmrgfggc YRECHEW L FEPaY
- dividend on the 0 Kt thvRSerfl thdd R8P bnSl &8e- The
L‘g/ﬁl‘lﬁyahegng?ers tﬁ\ﬂr%ﬁ ?ges%r%sgécﬁg etEJser S des?gﬂate ©
- external account by-case basis approvdiér dibhpprone bewhbdelendsits [MavaressThe to
+ transfer (with finality of settlenment) | Mshares between each ot hers
. accounts. 5 transactifhagen systenuprpyidess meansoior rapsferning:thetlM sharesdoge

- between different_20 types of IMat prevajling currency exchange rates.
" For exanple, a u3Hewamppospective barrowsr g raceivethy sharesbboglentyy m‘cﬁyamfef he

current currency,exghan Management Transacti ons

The nmanagenent t%%?é?&é'nbosog‘temﬂ’ctf) d%gdtp% actlons necessary to

provide gross supply sRgdvianand.iaokdd se&Rt s for | M shares and cash pay 25
out. The I M network has substantiral nmargins in all accounts, however, a

| ar ge movenent oA secgrd mmmaﬂmefpresdr\k/ﬁm}mﬁeﬁimlsﬂemml sfied by

t he WD 97/ 39415
PCT/ US97/ 06383 transaction agent wherein sufficient authentication and encryption techmques

are used to encode IM shares, notes, letters of credit, trade invoices, or other

electronic commerce onto electronic currency medium such as the e-cash

medium or electronic smart cards or that disclosed in U.S. Patent 5,455,407 to

Rosen. A present limitation to the acceptance of smart card technology is the
15  lack of interest earned on the stored value.

IM implementation on the e-cash medium may require, within the
encrypted notation of the IM shares, a record of share transactions between
individuals on their e-cards, a notation that the interest-bearing feature of IM
was left on or “stripped” off, and a notation of lending points. The transactions

20 of IM are recorded on the electronic representation of the IM share so that when
the IM share is cashed out of the IM system, the IM shareholders may be paid
the proper dividend accordingly to who owned title to the shares at any
particular time. This allows the IM share, once created as e-cash/IM, to act as
its own virtual transaction agent, that is tracking the ownership of the IM share

25 and who is to receive the benefit of receiving the IM interest while the IM

currency trades legal owners on the electronic cards or through the Internet.
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creation or liquidation of IMshares. Accordingly, the system can

automatically order the creation or |iquidation of |IMshares. The
net wor k has structural i ncentives (e.g. sliding loan rates and
transaction fees) for users to advise the network in anticipation of

| arge | M buy or sell orders. This allows the network 5 to optimze the -
internal | M suWPI%R2¥ denand with | arge changes in the total PCTUSYIOEASH 00! .
Furthernore, it allows the network to create or liquidate IMin the

‘most cost efficient manner. The FA continuously nonitors and
cal cul ates the Thus,dbedsasleiM ftolert’Ovirtual trahsdctioh kgerit featiteyallowsa i t s
under|lying currency. Mreover, the FAwill pay 10 _dividends in either cash
(i n which case phricipanit@s hpmabewfgﬁévépfﬂ\ﬂ@ffofmeMm@lsent@ a cash

account) or | Mshare Ln ich e the |lo rgin par r .. the IM

pool nust be ch@&i’éﬂ%"l%‘&ﬁ’@ﬁﬁ&ﬁto rmg& Q?‘V)g‘.ss"mg Foldef A the iptezest Fund
Transacti ons . mg@ e (]

mut ual fund sha?ae%mﬂit‘sOfMQ%ngépoo ggpggﬂﬁgh sﬁdirbé]gnogo %%gégfsﬁgﬁgé%&gntity
of shares does pRlenfisk @Pthe creationlof & sYRIEHE cRfrehdjethaPRlay beltinkfedtgact i on is

contained within the I M netwrk. The | M nétwor k perforns net

adj ust ment to tbetweeh pattidipants patsidesthedramsagtiontagent or withinethe ssealled The

cust odi an and FA update the price of the nutual fund shares. For
exanpl e, an expvifthad traBsagsior agEMht have three pools an | M synthetic 20

currenc ool, a Magell an tual . fund shar.e ol ,. and Kempfer nutual fund
sﬁare pgolo. Networkg gg&gr u‘ﬁtﬂ;&gﬁﬂrﬁ%"ftle%}ot{?“tlﬁéf‘ﬁﬂﬁ?ﬂﬂ*’%"fﬁ?&lﬁ?‘ﬁs?ng
the I Mcurrencygyhe more closely mohitGta Cﬁig‘ﬁrﬁ%{s’ lalt lﬁtaBQQIsQ? v 6o B ing.

u oar eg.

The I M network provide an ectroni etin system VI a
intra or i nigenetheddL A&tIorkh Thes dllciWdqsetifiphhischainelycoyporatitrstd fRed-gpn | M

shares may note their availability and those participants that w sh
to borrow | M sheapital based on underlying collateral to participate within the IM netwogk.
This provides companies that are asset rich but cash poor access to synthetic
currency (cash), i.e., IM. This novel feature of the present invention thus allows
a company participant to realize the wealth of the company by collateralizing
15 corporate assets in exchange for IM currency.
Stoc t Certifi
Another feature of the present invention is encrypted stock and asset
certificates that can be used to buy inside money within a certain margin of the
value of the asset. Although not disclosed or discussed in the Rosen patent's
20 encryption and authentication schemes, such schemes may be used to create a
novel electronic stock certificate. Such an electronic stock certificate is like a
bearer instrument in that the individual that lawfully holds the certificate holds
a "document"” that gives title to the stock. The present invention, through the
virtual transaction agent, may allow an individual to "buy” inside money up to

25  a predetermined margin using the electronic stock certificate as collateral.

Thus, the electronic "token” that represents inside money may also encode
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WD 97/ 39415

PCT/ US97/ 06358 may note the desire to buy IMshares creating a

-mar ket or exchange. The bull etin board may di scl ose the rating of

t he prospective borrower conpany again, either AA or AAA or junk. i
The prospective hen may on a case- by- case basis approv r

di sapprove of m%ggﬂ?*%ds its | Mshares. The 5 transaction ;Ige sgy&g?%m
provi des a neans for transferri ng the I'M shares to al l ow a
praospective borro ei v n and transfer

the shares by bodﬂl ?‘9 gmét ﬁtﬁﬁﬁil 8t°gu Dside PRy ©

Transaction agenéﬁ\argitb Itis underéto%ﬁ‘iﬂﬂ%f?e?@%é&@éﬁmﬁgd bk B Ee ihdldgnt | On

i ncludes a virtu transacti on agent erein sufficient authentication

and encryption t eféreyha@swas purchabed o ffhrgin IRAY esliirdelovbn IHie pressngs,
|etters of credit, trade invoices, or other electronlc commerce onto

el ectroni c cur r efoyenti providesia meattstfermsrcbshoneyboughkdnumrgm tel"smermm c

smart cards or that di sclosed in U S. Patent 5,455,407 to '
present |imtéati GRAEVER er@arﬁm‘éerﬁmmnmem aTReATE P SeRTe Q\qqﬁéetfbat

| ack of interest ear 0 Va !ﬁ tJOI‘l
on the e-cash rredﬁfrﬁsﬁé 23 -8 etaZE" \Eﬂl)? mt%ﬁg money- Télh‘érypﬁé\% EFESﬁ
the | Mshares, a t&%%fhﬁtfatémhs pié s@ﬁ@ﬁ%&h@é}?gﬁﬁﬁd&%am r prodfilafisdyal s on
their e-cards, a notation that the interest-bearing fea
was |eft on or "attatlwpeplacohilienandheasset /i inditatd thhtihdiasget paisiiseéd ad bsllateral
transactions
to buy inside money. The present invention also provides a means for the
10 collateral to "time out” or liquidate to cover the inside money purchase. One
means to track and secure the electronic stock certificates used to purchase
inside money is to require the smart card that contains the electronic stock
certificate to transfer preemptive rights to the stock to the transaction agent.
The transaction agent thereby obtains the means of liquidating the stock,

15 through the preemptive rights, to cover the inside money margin purchase.
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20 of IMare el ectronic representation of the I Mshare so
t hat when _ ‘mg“@m&m‘m‘& cashed out of the IMsystem the IM

shar ehol ders al s * the proper dividend accordingly to who owned
title to the shares at any particular time. This allows the I M share,
onge created as e-cash/IM to act as its own virtual transaction
agent, that | ¥Q¥88Sng the ownership of the IMshare 25  aRET{SB796358; o
receive the benefit of receiving the IMinterest while the I M

currency trades | egal owners on the electronic cards or through the

| nt ernet. CLAIMS - 13- WO
97/ 39415

PCT/ US97/ 06358 Weclaim: Thys, the e-cash/IM "token" virtual transaction

agent feature allo a rticipant to strip the inferest beari.n

Footur e of I M af f ol & neA sy ruFtsRey trahdhchinh pPivalds ReBtoriniog tABsS PR | o

Borrower B thus,; i : ' during
ﬁa-nﬁf_ %ﬁgr@ﬂ b ‘ﬂ'ﬁ%ﬁl 6f*}f'adsg&§>?1 een gotenﬁ@’%@%w&fs ahly

the |l oan perio one novel “featur the present I nvention is

the creatiop ofpotentiabidndets; saidisyRtheyic chifrbndyitedted biypooling aad dividindg?Nd\Ben
partici pants outside the transaction agent or within the so-calle

vi rtual transashamesagpypetfolio of highly liquid assets dred by frequere eyvaluatienpnds ent
i nvention is an_enhanced fﬁaﬂ account cl osely nonitors a

participants' cébuatements o ’t"i‘il@d.?s‘@cf%{g%e ??é?tﬁéﬂmggfﬂng‘glééhe vaReiaftht wor k.
O P R e PR RO R0 g b £S5, i PR
: currency network comprising:
10 means for interfacing synthetic currency network users to said synthetic
currency transaction network;
database means for storing and maintaining records and other
information used by said synthetic currency transaction network;
transaction management means operatively connected to said means for
15 interfacing and said database means for managing network users’ accounts and
all network transactions;
fund accounting means operatively connected to said transaction
management means for managing network information regarding said
synthetic currency;
20 deposit bank means which acts as custodian for said portfolio of highly
liquid assets which underlie said synthetic currency;
investment management means operatively connected to said
transaction management means and said deposit bank means for n{anaging the

measure of synthetic currency and directing investment decisions; and
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This provid ' are asset rich but cash poor access to
synthetic 11|Imm;lmﬁmlmm i.e., IM This novel feature of the
present invention thud akl ows a conpany participant to realize the
weal th of the conpany by collateralizing 15 corporate assets in exchange.
far I Mcurrency Encrypted Stock and Asset Certifi

Anot her featurewo 9-’{a’ﬁ?awpresent I nvention is encrypted stock anmgﬁowﬂ
certificates that can be used to buy inside noney within a certain nargin
of. t he val ue of i(?%rasset. Al t hough not _di scl osed or, di scussed in the
Rosen patent's 20 3nePYREANLGans FPRIAETELY Forppctedi e said transagtion henes

TRy be el 10 ©EBliuhen: 0K m S5 PRSI SRR HR ST,

el ectroni c stock cer cate 1s
i ndi vidual that |spidhetic vulteh&pirhhacten hetwdiRl € hol ds a "docunent” that
gives title to the stock. The present invention, through the vi rtual

transaction agent, may allow an individual to "buy" inside noney up to 25
a predeternined nargi 8 usi The hevarkef tlaimilovhereinsaitemeans foaireerfacing

collateral. Thus, the electronic "token" that represents inside noney
may al so encode Processes customer inquires and provides a hardcopy record of thejtransaction.

WD 97/ 39415

PCT/ US97/ 06358 b | t t vas. to b
the i noide money on > ninenaWEReftebd W R St ol 38 ok 0 D

predet erm ned angwte ofhcdouebakfitédScollaterARARDirtel AF crédR, REKSARASE FecdPddTRALRE N
may require cover. The present I nvention provides a neans for inside
nmoney bought on ofrefims) exchangerates, pricing information, audit trials, loanable synthetic

currency, amounts owed, amounts loaned, and collateral valuation.

10 4. The network of claim 1 wherein said means for fund accounting
calculates said synthetic currency transaction network’s rate of return, updates
exchange rates for transfers between different synthetic currencies, and gives
instructions to initiate actions to hold the value of said synthetic currency share

at unity with the underlying currency.

15 5. The network of claim 1 wherein said means for transaction

management is responsive to perform changes to said network users’ accounts.

6. The network of claim 1 wherein said means for transaction
manaéement is responsive to initiate actions to hold the value of said synthetic
currency share at unity with the underlying currency, if instructed to by said

20  fund accounting means, by requesting creation or liquidation of said synthetic

currency.
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d cover. The iresent nventlon al so provides a neans to secure the

aSSet thatmml Hmtﬂmt collateral to buy the inside noney. Thus, the
encrypt ed tock certificate of the present invention

provides a t arrper proo? nmeans to attach or place a lien on the asset

tqQq indicate that the asset was used as col |l ateral to buy inside noney.
The present iWP&BMh al so provides a means for the 10 col | BEEPSATO06358 "t | ne
out"™ or liquidate to cover the inside noney purchase One nmeans to

trr-ack and secure the elecironic E&?Fﬁ ertificates used to purchase
i nsi de noney is to Fequi FeePHWAE b‘&rld”?ﬁ&?‘ FEPH% qu@’@P‘ERQ’? oni c

st ock certificate,to transf e ive ri e ck .,to the
1 ousaction s Eignagerient istetdiNieTh REAC TRbtae®, s iaBirighid B ReRECHR 0 ¢ o

l'iquidating the skdons1> through the preenptive rights, to cover t he

i nsi de noney margin purchase. WD 97/ 39415

PCT/ US97/ 06358 CLAI V5 W claim 1. A synthetic
currency transacti oB. net The hetpark of olaimg ltwhereacdaidbreans for imveskmaptar r eal
time finality of transaction between potential borrowers and 5 potenti al
| enders, saPd yanagement @Gﬁmveé?é%ﬁeé‘{f requestbirpaysaigh transaghienng i nt o

shares a portfolio of hi uid a s and frequent eval uation and
di sbursenents H?%WBH&?%% qqﬂsaggoa rﬁ@/f the val ue of the
synthetic currency share at unity with the underlyl ng currency, said

synthetic currgncy R HeWork OFBlain i1Veheréfh sajid meandRRRtvesGhentt €r f aci ng
synthetic currency network users to said synthetic
management is responsive to direct as to what particular investments should be

purchased or sold.

10 10. The network of claim 1 wherein said means for investment

management is responsive to re-invest mature investments.

11.  The network of claim 1 wherein said means for investment
management is responsive to processes advanced notice on large synthetic

currency buy or sell orders.

15 12. The network of claim 1 wherein said loan accountant means is

responsive to establish credit lines for synthetic currency users.

13.  The network of claim 1 wherein said loan accountant means is
responsive to calculate the rate of return for the pool of synthetic money

loanable shares.

20 | 14.  The network of claim 1 wherein said loan accountant means is
responsive to distribute the interest acquired from the loaned synthetic money

to the loan pool.
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currency transaction network; dat abase neans for storing and

mai nt ai ni er I nformati on used by said synthetic
currency M“ﬁﬂﬂumuﬂmmrk transacti on managenment means
operatively cbnnkct®d Yo *said means for 15 interfacing and sai d database

means for mana in%netsv\ork users' accounts and ©all netvvo;}ﬁ:rT
transacti ons; 09113541 fund accounting neans operatively c LR,
said transaction managenent neans for managi ng network information

regarding said nthetic currency:. 20 S] ..whi ch
acts as custodian fo _gsai BB‘FW@%%M ghfﬁfmsalg%ﬁ%licf&? astsxgi%%qss\/\ﬁi ch
under|ie said S%Lcélg%i\{e - {0 ¢bliéf all debts and fees assobieaSIHIR Me SBRAVS IBIHIngBAAS

operatively conné ransacti on nanagenent’ neans and said

deposit bank nqumrdwmgrfaﬁaqung t he nmeasure of synthetic currency and
directing investnent decisions; and

-16 - WD 97/ 39415 ) o

PCT/ US97/ 06358 16.  The netwenk of claimnt whereinsaid lognaacsemtanimeansiect ed

Lo Said | rangaction o er cTHRRSSIENL, EANS LONJRIARATsE | ndi ng and

17. A virtual synthetic currency transaction agent where
authenticated and encrypted synthetic currency shares are encoded onto an
electronic currency medium, said agent comprising:

means for interfacing said synthetic currency transaction agent to other

10  synthetic currency transaction agents;

means for storing and maintaining information regarding past
transactions and ownership of said synthetic currency transaction agent;

means for tracking information regarding the interest on said synthetic
currency, said information including the current owner of the interest and its

15 value;

means for tracking dividends regarding said synthetic currency; and

means for tracking the voints charged for the lending of said synthetic

currency.

18. A method of performing a virtual synthetic currency transaction,
20 said method comprising:

transferring currency to a deposit bank;

acquiring a portfolio of highly liquid assets by said deposit bank;

creating synthetic currency by dividing said assets into synthetic

currency shares;
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synthetic cu gpn net wor k. 2. The networ k of
claim1l \/\herglﬂmmllulmmnﬂﬁr interfacing 5  processes custoner inquires
and provi des & hardcopy rsecord of the transaction. 3. The
network of claim1l wherein said records conprise one or nor e of
account bal ances, collateralized lines of credit, transaction records, -
rates of WRITHMY exchange rates, pricing informati on, EOTUSIVEISH S,
| oanabl e synthetic currency, anmounts owed, anounts | oaned, and

coll ateral valuation. 10 4. The network of claim1 wherein
sai d means for fund execatimg transactions necessuty &6 ﬁ&ﬁ&ﬁﬁaﬁdﬁbﬁtﬁiﬁb@uﬁﬁﬁéﬁl}ﬁy
transaction network's rate of return, updates exchange rates for
transfers betweldquidiwhile wintaipingehigh rale oftetims, and gi ves

instructions to i nitit{]#‘eeqﬁﬁp Jons.to hold the, val ue of said synthetic

currency share a BAPE SNERP UGSl Smtetic fursncy shares; 5.

The network of cl ai rEtrﬂ:o gls‘ai&‘aﬁﬂbﬂﬁéﬁéﬁlﬁné ?{}\gﬁ%ﬁ?&%ﬂe‘@i currency SRegement

i s responsive to perform changes to salrd ne account’s”

6. The n&t Wﬂto@h@éc&idmclcu&i’é{cyirﬂe&ahg nmeans for transaction

managenent is responsive to initiate actions to hold the value of said
synt hetic cur r dransfertingsait symtletic aurtency by transfertiyg sajd eyntheticy, if
instructed to by said 20 fund accounting neans, by requesting creation or
li qui dati on of cyg;qgwg;hmgﬁq;n one said gleciignic currency medium to one or more other
-17-

said electronic currency medium; and

updating each said electronic currency medium to reflect said transfer.

10 19.  The method of claim 18 wherein said electronic currency medium

is e~-cash.

20. The method of claim 18 wherein said electronic currency medium

is electronic smart cards.

21. A method of performing synthetic currency transactions with near
15  real-time finality of settlement between users, said method comprising:
transferring currency from a network wire to a user’s account;
acquiring a portfolio of highly liquid assets, said assets used to create a
pool of assets;
éreating synthetic currency;
20 processing a user’s request for one or more said synthetic currency
transactions;
updating said user’s account to reflect the net result of said processing of
said user’s request; |
calculating and executing transactions necessary to maintain said

25 synthetic currency share cost at unity; and
-20-
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POt/ U971 063 m\“““‘“‘“\“\‘\“\\“ : The network of claim1 wherein said neans
for transacti ¢ L Mandgenent is responsive to check, approve, and

maki ng final all network transactions. 8. The network
of claim1 whergi Id nmeans for investnent 5 rmanagenent is L ye
to receive requ s‘?gs’?s??lgm sai d transaction managenent neaﬁ?@‘%%ﬁt e
or liquidate synthetic currency. 9. The network of claiml

wherei n said neans for jnyestnent . hanagenent i s responsive to direct
as to what particul ar CP’&V&P&@HBSEXS%H}%%*‘ fons nﬁ&ﬁﬁ%’f}'ﬁ%ﬂ*‘@b’%& 10
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est mature 1 nv S. 11.
The network of claim 1l wherein said nmeans for investnent managemnent
i s responsive to proceagsesThewaithétlohelaint 2] Gurthedrcgmprisirighibieistep of trackitig ency
buy or sell orders. 15 12. The network of claim1l wherein said

| oan account ant rwhmbolds synthetic camencyl, peha receivesdsiid sterestdie on said symthetic
synt hetic currency user The n&wor k.of claiml wherein

S. . : 13. K
sai d | oan accuntHengEAnd which said usezs Ve points tp thersmd pgetdhe rate of

return for the pool of synthetic noney | oanabl e shares. 20 14.
The network of claim bazwheqg) i iRbdlof Gt Qfﬁﬁ'ﬂ'@r%gfnp%ﬂ{?thb Step of paying said
interest due.

24. Themethod of claim 21 further comprising the step of anticipating
large synthetic currency transactions so as to create or liquidate synthetic

10  currency automatically in the most efficient manner.

25.  The method of claim 21 wherein said step of creating synthetic

currency comprises dividing said pool of assets into synthetic currency shares.

26.  The method of claim 21 wherein said step of processing a user’s
request further comprises matching synthetic currency lenders with qualified

15  synthetic currency borrowers.

27.  The method of claim 26 wherein the ratings of said lenders and

said borrowers are disclosed.

28. The method of claim 26 wherein said lender retains the interest

bearing features of said synthetic currency.

20 29. The method of claim 26 wherein said lender negotiates an interest

payment from said borrower.
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~accountant neans is responsive to collect all debts and fees
_associated with the ssystem s |l ending and borrow ng function.
16.  The net WP RIM%| ai m 1 wherein said | oan accountant neXGIUSET6358

. arranges for credit for said synthetic currency network users.
D 17: A virtual synthetic curreqﬁy transacti on agent where

authenticated and er®r ypf@&“&%’m f claim &1 whersin spidstap of @eatingsamthativt o an

el ectronic currenc g sal I_Siyng; . . neang for
interfacing saicglprseéﬁf%‘e" ’%g%suréﬁuﬁgg??&%ﬁlgggé 2od (g%beuﬁsfmﬁ gividends cirbsaya

- synthetic curr ey of 438836 hbRIth@ Yaleof said synthetic curreﬁ?f“ﬁ?aréé’%ttﬂi wig and
© mai ntaining informati on regardi ng past transactions and owtershi p of

- sai d syntheti c thelnndedyingsaidsatteney. agent ; means for tracking
i information regarding the interest on said synthetic currency, said

‘information_including the current owner of the interest and its 15 val ue;
; 5 31.  Themethod of claim 21 wherein said portfolio of highly liquid

assets comprises one or more short, medium, or long range treasury

instruments.

32.  The method of claim 31 wherein said treasury instruments are

mutual funds.

10 33.  The method of claim 21 wherein said portfolio of highly liquid

assets comprises one or more pools of highly liquid assets.

34. The method of claim 33 wherein said users allowed to trade in

said one or more pools of highly liquid assets shares.

35. The method of claim 21 wherein said step of processing said

15 user’s requests comprises buying into said synthetic currency.

36. The method of claim 35 wherein said user’s request to buy into
said synthetic currency comprises:
transferring said currency received from said network wire to a cash
account;
20 verifying sufficient said synthetic currency shares are available in said
pool of assets and performing one of the following:
transferring said currency into said synthetic currency shares if

sufficient said synthetic currency shares are available, or
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ot her 3ai d el etransferringSaid smtheticeurrancy shares to said user’s symghetid ng each
said electronic currenc(\),/‘(ﬂrredi umto reflect said transfer. 10 19.
The nethod of cFRIFPEAEABR n said el ectronic currency nmedium

10

15

20

37.  The method of claim 21 wherein said step of processing said

user’s requests comprises divesting from said synthetic currency.

38.  The method of claim 37 wherein said user’s request to divest from
said synthetic currency comprises:
receiving payment request instruction from said user;
verifying said users’ synthetic currency account has sufficient said
synthetic currency shares and performing one of the following:
holding said payment request in pending queue until receipt of
sufficient said shares, if insufficient said shares are available, or
clearing transaction for finality and debiting said users’ synthetic
currency account accordingly, if sufficient said shares are available;
returning said shares to said pool if said pool is below its high margin;
liquidating appropriate of said assets from said pool if said pool is above
its said high margin;
confirming sale of said assets and crediting cash account accordingly;
calculating new size and dividend on said pool; and

transferring, electronically, cash to user’s designated external account.

39.  The method of claim 21 wherein said step of processing said

user’s requests comprises transferring said synthetic currency.
-23-



s e- cash The nethod of claim 18 wherein said

eI ectroni lmlllr" I“"r“ﬂl"mt Is electronic smart cards. 21.
nmet hod o ormngs Synt hetic currency transactions with near 15

real -time fi nal ity of settlenent between users, sai d met hod conpri si ng:

‘transferring curren% froma network wire to a user's account;
acquiring a pom%f?’ Sof highly liquid assets, said assets usﬁﬁ’rwmte a

pool of assets; creating synthetic currency; 20
protessing a user's request for one or npre said synthetic currency
transacti ons; 40. %E@ﬁ‘%%‘éﬂ’&‘%@ﬁ“e&elﬁéﬁm ofproggssingrsatche net

I f id d
ngguf at(:)i naa:and xg%a E%sf?%lﬁglgﬁst Ignﬁﬁggé‘g}w?&f esr?é?’i‘?f‘ﬁ’fn said 25

synthetic currency share cost at unity; and

-20 - W4 P 7/ 3PHe method of claim 21 wherein said step of pr
PCT/ US97/ 06358 cal cul at1 ng and execut Fer?g tpr g%egzsil(r:\ |sglr§is

necessary to nausérd requests compnsesﬂfetkmglaﬁdﬁpﬁmﬁhg Bhidysyhittetic Guplen
rralntalnlngahlgh rate of return 22. he nmet hod of claim
21 further c rrptmonhe step of tracking who hol ds synthetic
currency, who receives said interest due on said synthetic 5 currency,

and which said users,pwe ol HoddLoAR 30 Rhdreit? & checking comprises

checking one or more of:
| the synthetic currency shares in the pool;
lines of credit;
10 whether share is loanable; and

whether transaction is contingent on another transaction.

43. The method of claim 21 wherein said first step of calculating and
executing comprises maintaining a margin pool of shares necessary to absorb
the internal dynamics of performing said synthetic currency transactions to

15 save said user money by converting said transactions from a gross settlement

system to a periodic net settlement system.

44.  The method of claim 41 wherein said pool is collateralized by
users designating a certain percentage of shares to cover outstanding

transactions.

20 45. The method of claim 21 wherein said users comprise potential

borrowers and potential lenders of synthetic currency.

46.  The method of claim 21 wherein said method continuously pays

the holder of said synthetic currency a competitive interest rate.
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transferring,

el ectronically,

cash to user's designated externa

account .

39. The nmethod of claim21 wherein said step of processing said 25
user's requests conprises transferring said synthetic currency.
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44. The nethod of claim4l wherein said pool is collateralized by
users designating a certain percentage of shares to cover outstanding

transactions. 20 45. The nmethod of claim 21 wherein said users
conprise potenti al borrowers and potential |enders of synthetic )
currency. 46. The nethod of claim 21 wherein sai

continuously payWO9%1§ e Kol der of said synthetic currency a g‘fﬁﬁéﬁﬂ?ﬁﬁe
interest rate. -24 - WO
97/-39415 PCT/ US97/ 06358
47. The nethod of claim 21 wherein said nmethod reduces transaction

del ays by bypassing multipl@ banking syst ensdf4 48. The net hod of

claim 21 wherein said net h(m continuously pays said interest throughout
t he entl re transaction.
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