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INfotcELBSS TRADING AND SETI'LEMENT METHOD AND SYSTEM 

Field of the Invention 

This invention .relates generally to data processing systems, and more particularly, to 

5 electronic trading and settlement systems. 

BACKGROUND OF THE INVENTION 

Description of the Related Att 

·conventional 'trading and settlement systems generally involve large co.tporate 

custo~ :cdm.tnerdal suppliers, and large financial institutions (e.g., settlement banks). 

10 These ijrStenis tr.lde lising large amounts of paper. That is, conventional trading and 

sett:Ierii~ilt systems cteate 1'paper trails'• that serve to lengthen a business transaction from the 

initial order to the '&.al payment. 

Fo.r example, a customer may place an order (e.g., a putchase order) with a supplier. 

Once the supplier receives the order, the supplier creates a packing slip, and ships the order to 

15 the customer. With the shipment of the order, the supplier includes an invoice fo.r the order. 

The invoice--getlemlly '.requires payment within a standard time period set by the supplier (e.g., 

30 'days). lh pm~, however, many customers may take up to 60 days to settle their 

oui:Stat?ditig ;atcotints 'With suppliers. Thus, it may take over two months from the time a 

cust<>hier ptac~s an oidcr and it is shipped to the titne the supplier .receives a payment. Aside 

20 from the reduced cash flow and/ or credit risk bom by the supplier before receipt of paytnen~ 

the customer must process (either manually or electronically) each invoice and account with 

the supplier. 
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In response to the inherent problems with conventional trading and settlement 

systems, more and more suppliers and/or customers are switching to the Internet, and trading 

and settling "online." That is, systems such as supply side trading systems that use normal 

trading terms (e.g., remit payment 30 days) offered by business solution firms, such as 

5 ORACLE, COMMERCE ONE, or ARIBA. 

Although these electronic trading and settlement systems create an electronic 

marketplace that enables both customers and suppliers to trade online, the trading system 

does so at a high price. That is, unless all parties (e.g., customers, suppliers, settlement banks) 

are "wired," the benefits of electronic trading and settling is not realised. In other words, it 

10 may be that the customer has built a large infrasttuctute capable of complete automated 

ordering. however, unless the supplier has reciprocal functionality, the customer must resort 

to more conventional ordering (e.g., paper purchase orders) to engage the supplier. Although 

the benefits are obvious, nevertheless, both customets and suppliers have been slow to adopt 

electronic trading and settling. Thus, there is a need to for a system that encouxages both 

15 suppliers and customers to adopt electronic trading and settlement capabilities. 

Therefore, there exists a need to improve existing trading and settlement systems by 

enabling electronic invoicclcss trading and settlement systems that provide incentives for both 

customets and suppliers to trade and settle electronically. Such a system should not only offer 

a tangible incentive to both customers and suppliers, but also it should place little to no risk 

20 on the settlement bank. 

The foregoing discussion of the prior art docs not constitute an admission that any of 

the admitted prior art fonns part of the common general knowledge in the relevant art. 
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SUMMA.RY OFrifE INVENTION 

Methods and systems consistent with the present invention ove.tcotne the 

shortcomings of existing ttading systems by providing an invoiceless trading system that 

creates incentives for customers to pay suppliers within a predetermined petlod of time, such 

5 as a settlement period. SpecifiC2).ly, the invoiceless trading system enables a customer to 

obtain a. discount on o.cders placed with suppliers in .cetum fot an immediate payment (e.g., 

within 24 bouts) by the customer. The supplier receives payment within the predetermined 

period of time, and the customer teceives additional cash benefits by providing an early 

paytnent to the supplier. To communicate with and transfer funds between customei:s and 

10 suppliets, the invoiceless trading system may use an electronic gateway and a settlement bank. 

In addition to creating an incentive to embrace e-comme.tce, both custometS and suppliers 

avoid the. need to matiuhlly process orders and use invoices to complete transactions. 

The ptesent invention accoi:dingly provides in one embodiment a method for a. 

·customer to electroni.Cany trade using an electronic gateway, comprising the steps, executed by 

15 a customer computer, of: 

b:aiismitting an ordet message to at least one supplier including an order for an item; 

receiving a shipping notification from the supplier, whetein .the shipping notification 

indicates that the order has been filled; 

transtnitting a payment insttuction message to a settlement bank to pay the suppliet an 

· ·20 amount detCttnin.ed based on the item of the order; and 

receiving an incentive if the supplier receives the payment from the settletnent bank 

within a predetenniri~c'.t period of titne. 

The present invention provides in a separate embodiment a trading method, 

comprising the steps, performed by at least one computer, of! 
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receiving an instruction from a customei: to pay a suppliet; 

providing the suppliei: with an electronic payment, wherein the customet receives an 

incentive if the account is settled within a predetennirled period of time. 

The present invention provides in a separate embodiment ~ trading method for 

5 suppliers and customers to trade electronically on a computer network, comprising: 

10 

permitting a customer to submit an order message to a supplier; 

permitting the suppliet to .return a shipping notification, whe.rein the shipping 

notification includes information indicating that an o.rde.r has been filled and a price for the 

order; 

permitting the customer to pay the supplier the price of the o.rder; and 

providing an incentive to the customer if the supplier receives the payment &om the 

customer within a predetermined period of time. 

The present invention p:rovides in a separate embodiment a trading system, comprising: 

a memory containing a settlement program that receives an instruction from a 

15 customei: to pay a supplier and that pays the supplier with an electronic payment, wherein the 

customer receives an incentive if the supplier is paid within a predetermined period of time; 

and 

a processor configured to run the settlement program. 

The present invention p.rovides in a separate embodiment an electronic invoiceless trading and 

20 settlement method, comp.rising the steps of: 

placing an order fo.r a p.roduct with a supplier by a customer; 

genera.ting an account by the supplier; and 
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'eletttonically ;settling the account for the product by a settlement party within a 

predetennined period of time, such that an incentive is provided to the customer if the 

account is settled within the predeter.tnined time. 

The p.tesent invention provi~es in a separate embodiment an electronic invoiceless trading and 

5 settlement method. comprising the steps of 

receiving an order for a product from a customer for a supplier, 

receiving a confirmation message, a shipping notification, and an invoice amount from 

the supplie.t; 

ttansfctting funds and issuing a remittance notice from a settlement bank to the 

10 supplie.t when the shipping notification is .received from the supplier regardless of whether or 

not the customer has received the product; 

providing the customer an incentive when funds ate transfexred to the supplier within 

a predetettnined period of titne; and 

:receiving funds from the customex in response to transferring funds to the supplier 

15 within a credit period. 

The present invention provides in a separate embodiment an electronic invoic:eless trading and 

settlement system, comprising: 

receiving means for receiving an order for a product from a customer for a supplier; 

receiving means for receiving a confirmation message, and a shipping notification that 

20 includes an invoice amount from the supplier; 

ttansfetting means for transferring funds and issuing a remittance notice from a 

settlement bank to the supplier when the con.firtnation is received from the supplier regardless 

of whether or not the customer has received the product; 
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providing means for providing the customer an incentive when funds are transferred 

to the supplier within a predetennined period of time; and 

receiving means for receiving funds from the customer in response to transferring 

funds to the supplier within a credit period. 

5 The present invention provides in a separate embodiment an electronic invoiceless trading and 

settlement system, comprising: 

order means for placing an order for a product with a supplier by a customer; 

generating means for generating an account by the supplier; and 

settling means for electronically settling the account for the product by a settlement 

10 party within a predetermined period of time, such that an incentive is provided to the 

customer if the account is settled within the predetermined time. 

BRIEF DESCRIPTION OF THE DRAWINGS 

_The accompanying dtawings, which are incorporated in and constitute a part of this 

specification, illustrate an implementation of the invention and, together with the description, 

15 serve to explain the advantages and principles of the invention. In the drawings: 

20 

Figure 1 depicts an invoiceless trading systems suitable for practicing methods and 

systems consistent with the present invention; 

Fig. 1; 

t;and 

Figure 2A depicts a more detailed diagram of the customer computer depicted in 

Figure 2B depicts a more detailed diagram of the supp~er computer depicted in Fig. 1; 

Figure 3 depicts a more detailed diagram of the settlement bank server depicted in Fig. 
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Figure 4 "depitts a flow chart of the steps perfonned by the invoiceless trading system 

consistent with the p.tin.ciples of the present invention. 

DETAILED DESCRIPTION 

5 The following detailed description of the invention refcts to the accompanying 

drawings. Although the description includes exemplaty implementations, othct 

.implementations ate possible, and changes may be made to the implementations described 

without departing from the spirit and scope of the invention. The following detailed 

. description does not limit the invention. Instead, the scope of the invention is defined by the 

10 appended claims. Wherever possible, the same reference numbers will be used throughout the 

drawings and the following description to refer to the same ot like puts. 

Overview 

Methods and systems consistent with the ptesent .invention provide an invoiceless 

trading system that provides incentives for customeJ:S to pay suppliers within a predetettnined 

15 period of time. such as a settlement period. The customer and supplier prenegotiate an 

incentive amount to apply to each order. The invoiceless trading system draws an amount 

equivalent to the full face value of an oi:dct placed by the customet and filled by the supplier 

from a hank account associated with the customer. Periodically, the trading system rebates to 

the customer the prenegotiated amount. Such methods and systems provide discounts as an 

20 incentive to the customer so that the customer pays the supplier within a pi:edetertnined 

settlement period (e.g., one day). 

The invoiceless trading and settlement system comprises a number of components, 

such as a customer bank, a settlement bank, a supplier bank, and an electronic gateway 

connecting a customer and a supplier. 
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A customer (e.g., cotporation or governmental entity) places an order using an 

electronic gateway to purchase products from a supplier. Products are broadly defined as 

commodities, services, physical objects or goods, or any other item a supplier might sell to a 

customer. An order may be an electronic message delivered in any well-known financial 

5 communications format, such as HTfP, FfP, EDI, SMTP. 

A supplier offers products to a plurality of ~tomers. To entice the customer to 

promptly pay within a settlement date, the supplier offers an incentive to the customer, such 

as discounts, bonuses, prizes, and the like. To ensure accuracy of an order, the supplier 

immediately transmits an electronic message to the customer using the electronic gateway. A 

10 supplier may fill customer orders by any traditional means. For example, the supplier may 

"scan-pack" (described below). In addition to scan-packing, the supplier may transmit an 

electronic confirmation message (e.g., Advanced Shipping Notice, ASN) to the customer using 

the electronic gateway. The ASN is further described below. 

A settlement bank, such as a corporate bank or any similar financial institution, pays 

15 the supplier at a time agreed in adwncc between the customer and the supplier. Once a 

customer transmits an authorization to the settlement bank to pay the supplier through the 

electronic gateway, the settlement bank lodges cleared funds for a specified amount (e.g., a 

discounted amount) in a supplier•s bank. Cleared funds may be obtained from a customer's 

bank as a loan to the customer, withdrawal from a customer's deposit account, or the like. 

20 An electronic gateway may be an independent entity or specific to the type of products 

being bought and sold. For example, in the case of a private network, an electronic gateway 

may include an administrator that exchanges, logs and translates messages between 

subscribing customers and subscribing suppliers. In the case of an open network, the 

electronic gateway may be the Internet. To provide security in an open network, a firewall or 

25 VPN may be used when connecting the customer, supplier, their respective banks, and the 
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settlement bank. Ifi ~dition, the electtonic gateway may include ttanslation, logging,. and 

forwarding services to ensure the accutacy of all ordctS, payments, and notices. An example 

of an electtonic gateway suitable for practicing methods and systems consistent with the 

present invention is the AT&T INTERCOMMERCE gateway. available from AT&T. 

Invoiceless ttading systelns provide a number of benefits over traditional ttading and 

settlement systems. First, invoicclcss ttading systems provide both customers and suppliers a 

tangible incentive to ctnbrace e-commerce. Customets can gcnetate additional profits by 

receiving a cash benefit for improving the cuhflow to the supplier by authorising the 

settlement bank to transfet an early payment to a supplier's bank accounts. The suppliet· may 

10 reeeive payment of an outstanding customtt account within a short period, such. as one 

business day of the settlement bank receiving instructions from the customer to settle the 

account. 

Second, invoiceless trading systetns significantly reduce the cost associated with supply 

chain trading for both customer and suppliers. By using an electronic gateway, not only does 

15 a supplier not have to produce invoices, follow-up on outstanding accounts, or- process 

payments, but also the supplier can ahnost instantly receive funds since the settlement bank 

directly deposits the funds into the suppliers bank. Moreovei, .remittance advice can 

automatically be lodged into the supplieI's accounting software. Customers may have access 

to electronic catalogues located on a supplier's system, and the customer may also receive 

20 automated and immediate confirmation of shipment. 

Finally, the inV'aiceless trading system creates additional profits for both suppliers and 

custo.mets.. That is, the "'customer's balance sheet is used to generate additional profits for the 

customer through suppliei: discounts. It is the strength of the customer's balance sheet that 

enables suppliers to .receive immediate payment and therefore have the incentive to use the 

25 invoiceless trading system. The customer's balance sheet is not adversely affected by paying 
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its suppliers early as borrowed funds are used to discharge trade creditors. thus cancelling out 

the additional liability of the borrowing. Thus, the balance sheet imp.roves marginally as the 

net borrowing is less than the· face value of the trade creditors discharged. 

Moreover, the .iµ.voiceless trading system creates additional profits for the c:Ustomer by 

5 providing a rebate from the settlement bank. Since the customer is generally a larger and 

stronger party than the supplier; the customer has a lower cost of funds. Thus. the difference 

between the cost and availability of funds to the customer and supplier largely determine the 

size of the supplier incentive (discount). and therefore the size of the rebate from the 

settlement bank. As part of their incentive. the customer also receives a rebate from the 

10 settlement bank based on the strength of the customer's balance sheet and credit rating. 

System Components 

Figure 1 depicts an exemplary invoiceless trading system 100 suitable for practicing 

methods and systems consistent with the present invention. Invoiceless trading system 100 

comprises a customer computer 102, a supplier computer 104, and a settlement bank server 

15 106. all connected via an electronic gateway 120, such as the Internet. Also included in 

invoiceless trading system 100 are a customer bank computer 108 and a supplier bank 

computer 110. Bank computers 108. 110 may be directly connected to bank server 106, 

directly connected to customer 102 and supplier 104, or connected to both through electronic 

gateway 120. A customer may use customer computer 102 to place an order with a supplier 

20 for products. A supplier may use supplier computer 104 to receive and process orders and 

electronically transmit shipping notices to a customer computer 102. Although only one 

custome.t computer 102, and supplier computer 104 are depicted in system 1 OO. one skilled in 

the art will appreciate that many more customers' and/ or suppliers' computers may be 

connected into system 100. 
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Figure 2A depicts a inore detailed diagram of customer computet 102, which contains 

a memory 210, a secondary storage device 220, a central processing unit (CPU) 230, an input 

device 240, and a video display 250. Memory 210 includes browser 212 that allows customers 

to interact with computer 104 and banks 106, 108 by transmitting and receiving files, such as 

5 Web pages. A Web page may include images or textual .information to provide an interface to 

receive requests for products from a user using hypertext markup language (HTML), Java or 

other techniques. Examples of browsen suitable for use with methods and systems consistent 

with the present invention a.re the Netscape Navigator browser, from Netscape 

Co~unications Corp., and the Internet Explote:t browsei:, from Microsoft Corp. 

10 As sh.own in Figure 2B, supplier computer 104 includes a memory 260, a seconda.ty 

storage device 270, a CPU 280, an input device 290, and a video display 292. Memoty 260 

includes accounting software 262 that processes received orders and creates ASNs for the 

customer. An ASN is a message sent to a customet upon shipment of goods. In addition, 

accounting softwa.te 262 contains a user intetface (not shown) to communicate with computer 

15 102 and bank setvers 106, 110. The user interface may be a Web page, Application Progtam 

Interface (AP!), e-mail program, or other input interface. An API is a set of routines, 

protocols, or tools for communicating with software applications. APis provide efficient 

access to accounting software 262 without the need fot additional software to .interface with 

the software. Web software, such as the APACHE Web software, or e-mail program, such as 

20 the Sendma.il e-mail software, may also be included as a user interface to transmit and receive 

information. Secondary sto.ragc device 270 contains a database 272 that contains information 

relating to accounts receivables and accoWJts payables. 

As shown in Figure 3, settlement bank setvcr 106 includes a memoty 310, a secondaty 

storage device 320, a CPU 330, an input device ~40, and a video display 350. Memoty 310 

25 includes settlement software 312 and a banking interface 314. Settlement software 312 
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dispatches funds to an account associated with the supplier in supplier bank 110 and debits 

funds from an account associated with the customer in customer bank l 08. Settlement 

software 312 may communicate with computers 102, 104 and banks 108, 110 using banking 

interface 314. A banking interface is a payment gateway for a bank. 

S Invoiceless Trading Process 

Figure 4 depicts a flow chart of the steps performed by invoiceless tmding system 100 

when providing invoiceless trading atnong customers and suppliers. The first step is for a 

customer using customer computer 102 to transmit an order to a supplier computer 104 

through electronic gateway 120 (step 402). As explained earlier, electronic gateway 120 may 

10 translate the customer's order to a fonnat understandable by supplier computer 104 and 

forward the .order to accounting software 262 in supplier computer 104. For example, a 

supplier may use a Web interface and/ or email to provide access to accounting software 262, 

however the customer may not have email or Web capability and, instead, may have only 

facsimile capability. 1he customer may fax a purchase order to a facsimile setver (not shown) 

15 in electronic gateway 120. Gateway 120 then converts the facsimile to an e-mail and forwards 

the e-i:nail to supplier computer 104. Electronic gateway 120 may also maintain a log of all 

orders placed by the customer in a centralised database for accounting and/ or auditing 

putposes. 

If a customer's order contains multiple products from multiple suppliers, (e.g., product 

20 .A from one supplier, and product B from another supplier), then electronic gateway 120 may 

create and forward order messages containing appropriate products for each supplier 104. 

Next, supplier computer 104 processes the order and transmits a response to customer 

computer 102 including the status of the order (step 404). The supplier may first send a 

confirmation message to customer computer 102 indicating that the order can be :filled (e.g., 

25 the supplier has the product in stock). The supplier may process the order using a "scan-
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packing" technique. ' sfan-packing means first detenninidk if the rudered ptoducts are 

available. and if so, scanning the barcodes of the ordered products, creating a packing slip, a 

delivery label and 211 ASN immediately prior to shipment of the products. The ASN message 

is sent to the customer as confionation that the goods have been shipped. and confirmation of 

5 the contents of the shipment. The scan-packing technique ensures customer order integrity 

and accountability since the technique creates the bar code packing slip, delivery label as well 

as the ASN message. 

At the time of actual shipment {e.g .• UPS, Federal Express), the supplier may forward 

the ASN message to customer computer 102 through electronic gateway 120. SimHarly to the 

10 customer order in step 402, electronic gateway 120 may transfonn the electronic message in a 

format· selected by supplier 104 (e.g., e-mail, HTI'P request). Electronic gateway 120 

ttanslates the ASN to a format understandable by the customer, logs the ASN, and delivers 

the ASN to customer computer 102. 

Once customer computer 102 receives the ASN message, the customer may confirm 

·15 that the contents of the ASN are identical to the order. And if so, the customer may use 

customer computer 102 to transmit a payment instruction to settlement software 312 located 

at settlement bank server 106 (step 406). The customer may use electronic gateway 120. or 

any other communication means, such as facsimile, to instruct bank servet 106 to pay the 

supplier. The paytnent instruction may include supplier details (e.g., name, address, bank 

· 20 account number), amount of purchase, discounted amount, and the like. If the customer 

transrnits the payment instruction using electronic gateway 120. electronic gateway 120 may 

ttanslate the payment instruction into a fonnat understandable by settlement bank server t 06, 

and delivet the instruction to banking interface 314 in bank server 106. For example, if the 

customer ttans.tnits a payment instruction as an e-mail, and settletnent bank server 106 

25 requires an Electroni.C D~ta Interchange (EDI) format, electronic gateway 120 may ttanslate 



W000/67167 PCT/AU00/00387 

14 

the payment instruction to an EDI format before fonvarc:ling the message to banking interface 

314. The customer may transmit the payment instruction regardless of whether or not the 

actual products have i>een :received. Alternatively, the customer may transmit a payment 

instruction once the products have been :received and/ or scan-packed by the customer, or 

5 after some other prean:anged event, such as issuance of a c;lelivety tracking number by a 

shipping company. 

Regudless of the method used to transmit the payment instruction to settlement bank 

setver 106, once received, sett1ement software 312 processes the payment instruction (step 

408). That is, settlement software 312 :first determines the amount to discount the payment 

10 and transfers cleared funds (e.g., customer loan, direct deposit) to the 1n1pplier's deposit 

account located at supplier bank 110. Settlement software 312 may determine the amount to 

discount from the payment instruction received from the customer. To deposit. the funds 

with supplier bank 110, settlement software 312 may use banking interface 314 to wire 

transfer, prepare a check, or use any other well-known banking network, such as the EDI 

15 banking network. In addition, settlement software 312 may issue a remittance advice (e.g., 

electronic message, facsimile, e-mail) to the supplier by transmitting a notification though 

electronic gateway 120 to accounting software 262 (though a user interface). If the supplier 

can not accept an automated remittance, settlement bank 106 may forward the remittai;ice 

notice in another format, such as facsimile, or mail. 

20 As mentioned before, the discounted payment is prearranged and may be different for 

each customer and supplier based on a negotiated contract. For example, a supplier may offer 

a large customer a higher discount, or a supplier may offer a customer that pays within a 

shorter period of time (e.g., 24 hours of receiving the ASN) a higher discount. Settlement 

bank server 106 may obtain cleared funds fro~ the customer by providing a loan, or direct 

25 withdrawal from the customer's bank account at customer bank 108. One skilled in the art 
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will appreciate that &:ha accounting exercises between ii C:uktom.er and a supplier may exist. 

such as the customer and the supplier negotiating a price based on an immediate payment 

from the customer to the supplier, such that the payment includes a discount. In this case, 

settlement bank 106 .may pay the supplier a full amount without any deduction. 

5 After a credit period measured from the time at which settlement software 312 

transfers the discounted funds to supplier bank 110 (e.g., one month), settlement software 312 

debits the customer's account at customer bank 108 an amount equivalent to the face value of 

the payment before any discount (step 410). One skilled in the art will appreciate that other 

accounting exercises between settlement bank 106 and the customer may exist, such as 

10 debiting the amount equivalent to the discounted amount plus any additional bank fees (e.g., 

wire transfer, handling fees). 

For example, if settlement software 312 directly debits the customer's bank account 

the full amount, a bank or an intennediary software developer may be entitled to a "facility 

fee" (described below), and/or. a bank fee to process any supplier payment. In addition, if 

15 settlement bank 106 provides a loan to the customer, settlement bank 106 may also be entitled 

to .an inrerest fee for the time the bank's funds are outstanding. 

·Finally, sett:letnent bank 106 periodically (e.g., month, quarterly) rebates to the 

customer the amount of the discount deducted from the supplier account, less the settlement 

bank interest on funds for the titne outstanding, plus any applicable fees (step 412). 

20 Facility Fee 

Electronic gateway 120 may contain added functionality. That is, a software supplier 

of business to business e-commerce solutions .may add various software to electronic gateway 

120, such as additional security, additional auditing and/ or database functionality, or. any other 

software to enhance financial settleinents. The software supplier may request an decttonic 
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gateway 120 owner to include a facility fee for each order that uses the suppliers software in 

elect.tonic gateway 120. The software supplier may license the software to the owners of 

elect.tonic gateway 120, and in return for the use of the software, electronic gateway 120 may 

pay a license fee based on a revenue share agreement, o.r a set percentage based on· dollars 

5 transacted. 

This licensing agreement would therefore enable the software suppliers to charge a 

facility fee for their software. 

Conclusion 

As explained, systems consistent with the present invention overcome the 

10 shortcomings of existing trading systems by providing incentives for customers to pay 

suppliers within a shortened settlement period. The customer pays a reduced price and the 

supplier receives payment more quickly reducing the cost of financing its sales. 

Although aspects of the present invention are described as being stored in memory, 

one ski11ed in the art will appreciate that these aspects may be stored on or read from other 

15 computer readable media, such as secondary storage devices, like hard disks, floppy disks, and 

CD-ROM; a can:ie:t wave received from a network, such as the Internet; or other forms of 

ROM or RAM. Additionally, although specific components and programs of computers 102, 

104 and various bank setvers have been described, one skilled in the art will appreciate that 

these may contain additional or different components or programs. 

20 The foregoing description of an implementation of the invention has been presented 

for purposes of illustration and description. It is not exhaustive and does not limit the 

invention to the precise form disclosed. Modifications and variations are possible in light of 

the above teachings or may be acquired from p:tacticing of the invention. Fo.r exan;iple, other 

discounts, and/or incentives for the customer may apply. Moreover the described 
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implementation includes software but the present invention may be implemented as a 

combination of hardware and software or in hardware alone. The invention may be 

implemented with both object-oriented and non-object-oriented programming systeJns. 
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C L M S * 
WECLAIM: 

1. A method for a customer to electronically trade using an electronic gateway, 

comprising the steps, executed by a customer computer, of: 

transmitting an order message to at least one supplier including an order for an item; 

5 receiving a shipping notification &om the supplier, wh,erein the shipping notification 

indicates that the order has been filled; 

transmitting a payment instruction message to a settlement bank to pay the supplier an 

amount determined based on the item of the order; and 

receiving an incentive if the supplier receives the payment from the settlement bank 

10 within a predetermined period of time. 

2. The method of claim 1, wherein the customer computer uses the electronic gateway to 

communicate with the settlement bank and the supplier, and wherein the electronic gateway 

translates the messages between the customer computer, supplier and the settlement bank. 

3. The method of claim 1, wherein the incentive is a percentage off of the amount paid 

15 to the supplier. 

4. The method of claim 1, further comprising the step of receiving a confumation 

message from the supplier, wherein the confirmation message indicates that the order can be 

filled before receiving the shipping notification. 

5. The method of claim 1, wherein transmitting a payment message to a settlement bank 

20 occw:s after a prearranged event. 

6. The method of claim 1, further comprising the step of receiving a rebate &om the 

settlement bank based on the strength of the customer's balance sheet. 
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7. A trading meHtt>C:t, comprising the steps, pei:fonned bf at least one co.mputei:, of: 

receiving an instruction frotn a custotner to pay a supplier; 

providing the supplier with an electronic payment, wherein the customex receives an 

.incentive if the account is settled within a predetermined period of time. 

5 8. The tncthod of claim 1, wherein providing the supplier with an electronic payment, 

further comprises the steps of: 

discounting the Clectronic payment; and 

obtmning funds to ptovide the supplier with the electronic payment from the 

customer. 

10 9. The method of claim 8, wherein funds ate obtained from an account associated with 

the customer. 

10. The method of claim 8> further comprising the step of: 

providing the customer a rebate based on the obtained funds minus a predetennined. 

fee. 

15 11. The method of claim 10 where.in the predetennined fee includes a bank fee, a software 

development fum fee, or a transactional fee. 

12. The method of claim 8, wherein the electronic payment is discounted based on an 

atnount prenegotiated between the customer and the supplier. 

13. The method of claim 7, wherein the invoiceless trading method uses an electronic 

20 gateway to communicate with the customer and the supplier, and 

receiving a facility fee from the customer for providing the supplier with an electtonic 

payment 
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14. A tnding method for suppliers and customers to ttade electronically on a computer 

network, comprising: 

permitting a customer to submit an order message to a supplier; 

permitting the supplier to .return a shipping notification, wherein the shipping 

5 notification includes information indicating that an order has been filled and a price for the 

order; 

permitting the customer to pay the supplier the price of the order; and 

providing an incentive to the customer if the supplier receives the payment from the 

customer within a ptedetennined period of time. 

10 15. The ttading method of claim 14, wherein the customer pays the supplier by using a 

settlement bank server, and wherein the settlement bank server obtains funds to provide the 

supplier with the electronic payment from an account associated with the customer, pays the 

supplier the amount of the order, and rebates to the customer an amountbased on the price 

of the order. 

15 16. The trading method of claim 14, wherein the computer network translates the 

messages between the customer and the supplier. 

17. The method of claim 14, wherein the permitting the custom.er to pay the supplier 

further includes the step of pennitting the customei: to pay the supplier at a preananged event. 

18. The method of claim 14, furthe:t comprising the step of permitting the supplier to 

20 provide a confirmation message to the customer, wherein the confinnation message indicates 

that the order can be filled before providing the shipping notification. 
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a memoiy containing a settlement program that receives an instruction from a 

customer to pay a supplier and that pays the suppliet with an electtoni~ payment, wherein the 

customer receives an incentive if the supplier is paid within a predetermined period of time; 

5 and 

a p.rocessor configured to run the settlement program. 

20. The system of claim 19, wherein the incentive is a discount based on the electronic 

payment. 

21. The system of claim 19, whexein. the settlement program further electronically obtains 

10 funds to provide the supplier with the electronic payment from the customer. 

22. The system of claim 21, wherein the settlement program futthe.r provides a rebate to 

the customer based o:a the strength of the custometts balance sheet. 

23. The system of claim 21, wherein funds are obtained from an account associated with 

the customer. 

15 24. The system of claim 19, wherein the settlement program provides the customer a 

rebate based on the obtained funds minus a predetermined fee. 

25. The syste1Jl of claim 24, wherein the predetermined fee includes a bank fee, a software 

development firm fee, or a transactional fee. 

26. The system of claim 20, wherein the electronic payment is discounted based on an 

20 amount prenegotiated between the customer and the supplier. 

27. The system of claim 19, wherein the invoiceless trading system further comprises an 

electronic gateway to communicate with the customer and the supplie.r. and wherein the 
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gateway receives a facility fee from the customer for providing the supplier with an electronic 

payment. 

28. An electronic invoiceless trading and settlement method, comprising the steps of: 

placing an order for a product with a supplier by a customer; 

5 generating an account by the supplier; and 

electronically settling the account for the product by a settlement party within a 

predetermined period of tlln.e, such th.at an incentive is provided to the customer if the 

account is settled within the predeteanined time. 

29. The method of claim 28, wherein the settlement party p.rovides a rebate to the 

10 cusrotner based on the strength of the customer's balance sheet. 

30. An electronic invoiceless trading and settlement method, comprising the steps of: 

placing an order for a product with a supplier; 

confinning that the order bas been filled by the supplier with a shipping notification; 

dispatching the order by th~ supplier; 

15 paying for the product by a customer; and 

.providing an .incentive to the customer when the customer pays within a settlement 

period. 

31. The method of claim 30, further comprising the step confirming that the order can be 

filled by the supplier with a confirmation message. 

20 32. An electronic in.voiceless trading and settlement method, comprising the steps of: 

receiving an order for a product from a customer for a supplier; 
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'receiving a cortfirma.tion message, a shipping not:i.fication. and an invoice amount from 

the supplier; 

ttansferring funds and issuing a remittance notice from a settlement bank to the 

supplier when the shipping notification is received from the supplier regatdless of whether o.r 

5 not the customer has received the product; 

providing the customer an incentive when funds are transferred to the supplier within 

a predetennined period of time; and 

receiving funds from the customer in response to transferring funds to the supplier 

within a credit period. 

10 33. The method of claim 3Z further comprising the steps of: 

transmitting the order to the supplier; and 

transmitting the confinnation message. shipping notification, and the invoice a1llount 

to the customer. 

34. The method of claim 32, wherein the settlement bank provides a rebate to the 

15 customer based on the strength of the customer's balance sheet 

35. An electronic invoiceless trading and settlement system, coniprising: 

receiving means for receiving ari otd.Ct for a product from a customer for a supplier; 

receiving means for ·teceiving a confittnation message, and a shipping notification that 

includes an invoice amount from the 5Uppliet; 

20 transferring means for transfc.r.ring funds and issuing a remittance notice from a 

settlement bank to the supplier when the co:ofutnati.on is received from the supplier regardless 

of whether 01' not the customer bas received the product; 
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providing means for providing the customer an incentive when funds are transferred 

to the supplier within a predetermined period of time; and 

receiving means for receiving funds from the custom~ in response to transferring 

funds to the supplier within a credit period. 

5 ·36. The system of claim 35, further comprising: 

transmitting means for transmitting the order to the supplier; and 

transmitting means for transmitting the confirmation message, shipping notification, 

and the invoice amount to the customer. 

37. The system of claim 35, further comprising providing means for providing a rebate 

10 from the settlement bank to the customer based on the strength of the customer's balance 

sheet. 

38. · An electronic invoiceless trading and settlement system, comprising: 

order means for placing an order for a product with a supplier by a customer; 

generating means for genera.ring an account by the supplier; and 

15 settling means for electronically settling the account for the product by a settlement 

party within a predetermined period of time, such that an incentive is provided to the 

cuscomer if the account is settled within the predetermined time. 

39. The system of claim 38, further comprising providing means for providing a rebate 

from the settlement party to the customer based on the strength of the customer's balance 

20 sheet. 


