;e3e85n 6Tl %0 7 SEP 2004 SYSTEM AND METHOD FOR PRI CI NG AND ALLOCATI ON OF
COMVODI TI ES OR SECURI TI ES CROSS- REFERENCE TO RELATED BFPISEPATRIRNS Thi s
application clains the benefit of U S. Provisional Application No.

60/ 187,800 filed March 8, 2000. This application is also related to pending
application serial nunber 09/347,949, filed July 6, 1999 entitled "Auction
System and Met hod For Pricing and Allocation During Capital Formation". 10
COPYRI GHT NOTICE A portion of this patent document contains material which
is subject to copyright protection. The copyright owner has no objection to
the facsimle reproduction by anyone of the patent docunent or the patent
di sclosure, as it appears in the Patent and Trademark O fice patent file or
records, but oPWEFRMsANDIMEEHEN, EQRIRIGENE ANPALEOEAIIOMat soever .

TECHNI CAL FI ELD Thi s i fFer®@MMODITHESORSECPRIFIESI d of | nternet conputer
systens and processes. Mre specifically, the invention is a nethod and
apparatus for pricing 20 and allocation of cormmbdity or security issues

t hrough use of an Internet based cont rol system BACKGROUND It is desirable
that the process offi», ERBNCEAIQ RERHA SILIGATEINShgs and 25 | arge

reguJJ ated bl oc 1 amalau}ns%ﬁeben fﬁ%?ﬁ%tﬁr&?sdénapﬁeIhrclzghoneNo securities”) be
made nore accessﬂﬂpg 0 Nore i vestors RDrice transparent by
provi di ng 400r83,300 sfilkd Matcy 8| 1100. The abpliiamdsaikfﬁ mﬂat@rtoga&ﬁng reduce the costs

to issuers apd .inves rs and increase the a f trading in these
securiti es?PPHfopFER bey P I debiuing IH eP e %ecurities is
non- trans@{s@ﬁ%and?a@ethdheffofrPﬁhﬁ@%ncﬁ&ﬁocgh@rﬁﬁﬁh g@!@ftﬂ FoghitRhM buyers and
br oker - deal’'ers. As used hereih securities™ i nclude equity securities,

commodities (as traded on a Ilcensed 07 SEP 2004 conmodity exchange),
fi xgpl i ncome or debt securi tb6§ hlIl(N for exanple and w t hout
limtation, corporate bonds, ‘m—m—pal% nort gage backed bonds,
ener gi ng mar kempﬁﬁdsofthxup&exh@ldﬁnent tonasns iyt diich syectto bl e bonds, gol d,
and the like. These w || eneral |y referredto as_" urities.” 5 Wile
the foll ovﬁ”ﬁ)j“%\%g’&)ﬁ%@s %ﬁétﬂ?}@@ﬁmwhﬁw biSEHO {16 TASSTBHE debt secur ties,
the gener %prb&?dﬁ%ﬁ by @Ay’éh@ofttﬁe bd& 8§<!u%1eﬁﬂ° orrﬂ?sgdé'te%% ﬁSl:l@s%ﬁ:UEé th' es, commodities
and other simlar asséts. Those skil hese arts will recognize that
t he t echniaagarpindhy %e:wwétyi:?ramlsﬁéfmefm@aﬂ ﬁlyon rsccmngbmtexﬂmrwme whi ch may be
soI d wt of the invention disclosed herein. 10
?/55 typlljc%ée?v% C(I%P%rré&nﬁﬁmw’hagowe%orporatlon or other non-US treasury
|ssuer to sell its securities by having an investnent bank, or other
broker, underwite an offering, T% i ca cor porate bond synd| cations use
an investnment bank's sal esne G ORve: % terms of a pending offering to
potenti al i nvestyaris,aalioN@iastidns PER RLEbhoiBRpYer YOkl hed al "price talk.”
In this way, a dialogue is 15 initiated wth inveStors that is intended to
gar ner feenhb&eﬂcscMnresmplrﬂgalbfsthcuwgmmmdsamé@d@mdamm@tuesqrpnmgs f eedback is
shaged withy aﬁ&ag c%ﬁll%f%gyg&hs%@gg‘é Iﬁ-f.rgu L 3 DNQGERSLAS generally

ref'érred to as g is  Tterative and filtered: a

<3

sort of orcﬁuhtrdﬂlssitaﬁ.y of the ; book, "™ listing interested investors and the
gquantity of securities in which they are ostensibly interested, is 20 told,
retold and nodified until the offering or "deal" is as big and as cheap as

the issuer will tolerate. The gdaakdgotien priced by the syndicate and the
i ssuer enters into a witten ageenent wth the underwiter to nake the
of feri ng. Thus It igderéniekip thay the progess of bwwsslmmlttabofémnaam/ make the

of f r|n e riced and
SUbSCI’I ged&gg%%ﬁlag?ﬁg&?%éif?&ﬁ?%é %rg (%Je}gﬁﬂ{ Lr%h&ﬁw ﬁl g initial sale
process, trhaiesmeuaacbss&ﬁetammr&meehtﬁrmbtmaademorepzhetrélsgwrtdﬁry" mar ket , that
is, the mar ke& in whi, C.E secur ti.es t{ger t han new. i ssues are traded. The

| SSuer of THGSEE B i BLOGHPIG Y5 ARbP PrRegBRE 15 SPHS KintiERur  ter for its

mar ket i ng,anBlinvestt A theRhde ARt SAFMINGES these securities.

The present system of offering new issues of securities is non-transparent,

30 inefficient and biased toward certain buyers and broker-dealers. As used herein,

“securities” include equity securities, commodities (as traded on a licensed




In this initial sale system market size and market prg ntrol |l ed by
30 the syndicate. And, as discussed bel ow, the syndi cgzwmgh to

massage market size and price in order to acconplish a set of objectives
whi ch may bel ong 2 07 SEP 2004 to the underwiter or sone subset of
partici pants rather than the issuer and the nmarket at large. Certain

i nvestors nmay be favored by an underwiter, such that other investors who
express an interest in purchasing such bonds in an initial offering wll
have no certainty that they will be allocated any bonds by the 5 syndicate
desk. Additionally, a deal will typically becone several tines
oversubscribed, that is, nore securities will be desired by investors than
are bei ng oPHEIEHY BiFhENgE), ﬁ§%@ﬁ9th(@mﬁeamuieﬁ%@%gsfow@wi};ﬁﬂéa| ly aware of
this and, kb dendi i oy syndi cat e whi ch
may be rnam?GJi %hlO\r&rf\s\lllsrl“tt tlgg’afg%a t@%cgrrlg%n%tdngl%pag?o sg’gﬁr}%ﬂ\?i@mg@go@gsﬁ by the

i nvest or. BeeagisEmarivteésnds; pink hdslsstresady boats, convertifle ortdsaghild.ianhal book
bui | di ng prpcess.. i nfgorimation.can be filtered. and massaged by the

under wr i tertgff eathsﬁvg[%eb%egﬁrﬂ}(/@gerfeﬁé asrm%‘fc'ﬁi%lef‘er fromtheir own, investors
tendsto view t hivghiRHRCRESWWS HbscEbSRhCleiicalstoblam ih Rfns Jiuey | nvestors may
attenpt to manj pulate the systemin their favor in _a nunber_ of ways. For
exanpl e, agcqbitiey themengsg)isucsysipiede theisale gegulated sqeurtigsaeprprdifiesor der s,

| ndi cati ng hbaEAShilk R0 TRALKIIKA L iR Ot ARNESl Bt RN they truly
desire. Potential investors may also stipulate tlhfat an order will fall away
i f the pri dehnsalipnareadedrivddenecificallf &ct gentrhi e sihmbliyayrtepobsént s post uri ng.

The deal is .the naged t. e."proper". price.and size by the syndicate,
of ten to i De Bt it b Bp Bk R rgoBHERiT et or anot her - but 20
rarely to pl ease i BgicAEKSmumsipalityRtRraiontd® ogdehh@VeS tBaunpst ef fi ci ent
price and distribution profile. Because of all this attenpted mani pul ati on,

t he under wissigyio pellitsnesclnies By haviegargayestnenbbaak pidics brokeh ng of the true

i ntentions fithe HOFEALL AT ot BonEGibdtioh€se3h iliGm¥AY | oS

potenti al prlﬁ%e poalgnts. %ehgeiﬂoﬁsgofrpar?l Eg%tr I es %Os i géverﬁle by an

obj ecti ve thankiasulgsmien toscobhey thy etmswimpending gfféring t6 pdtemral myegporocess t o get

t he upper hand. .Thus, it. can be the case tha once the real nmarket price
< eat bl | SO Th SuBE iRl PTG FaRe ol PRTGHCY SRR At t he expence
of asot her initig3dliviE idvestdry EabR intBAdeH fd/Sdmed FeclihiRk soﬁs:émmSg djﬂemgmhd conditions in
the marketpl ace for debt securities anplify the need for a change in how
t hese securiyeplasinierest. piigfsedbasieis shared witlythe ssgugrgndotherda¥asdfogy has becomne
easi |y avail abl (;iﬁu%‘eg] [ : augl | 5107 SEP 200
etc.) that pr orrg?%gmgﬁs?i or eﬁ%&%@g t@l?%%%@é?‘éﬂ%lﬁ' agf’%%aglglsnlg,lpr eal -tine
basi s. Secatechys amddliterddny sst afrosal Aistbry sfthefmoki Vistingaowresiefli nanci al |y nore

sophisticated in their know edge.of . markets, their_ ability to analyze
rBdi ¢ qualteoR A fean R B R DI RS ket Thi s
meang that §iha¥oRt #£dh@dFicd RENES Hferg @D “ddalangs 134 arldUsRh&Ek 8l s for
research and advice than they were in the past. Third, the anmount of

i nvest abl e ipsusdst tdierptse Thadgabls theagrigedmnthe puadisate et Iy isveentelfe past decade,
creating in . it I : I it hi he i nvest or
comunity %ﬁntgQ??lé%??%gédéén'ﬁg/ggh%oupﬂgwgge??%?%yfgﬁﬂ#égﬁgﬁg process. Fourth,
t he ser vi cesngualyiaedtténconmatingnt anatuallywekd the nfferivgrikmadebathed t o t he new 10

debt issue.they origi pate have declined signifi.cant! whil.e the fees

char ged. o vpflase PEfeti® nice PERRALAC R B eHi e Bst o1 gni 11 cant
exarzpl e of pe@ffash Meyiditiaksaleradass, MRatRridedd Redits ra@camgar y mar ket
Liquidity provided by the traditional investment banks, largely the result
of a decr ea&sendappendras, thay s, theanarked in which sqcuwdiiasotigs han pewiss¥esbi | ity in
secondary t 1. QG Fl 2 t em encour ages
m srepr ese%%gtﬁa %tﬁsﬂ]aeg%t{}% (%f?lkgedsjse%glcg{ﬁg%Ié?lﬁﬂ;%g%?ttcﬁgg %go : eeé?lcour ages

speci al i ntfarissharkigial pramg aod bldwattoresmtvices.maj or di sput es regar di ng

al | ocations whigch, create a mstrust of the system there ausi ng
Mvestors and | SonerE R SRR i fes e to 0 2t ARG i ch
exager bat eshd fyadibdt€ldea, ﬁ&iﬁ%ﬁ@e@ﬁ@ow,ﬁﬁ@%ﬁi@ﬁbﬁﬁy%sb&bhﬁ‘a@ﬁFEn the system 20
Wth the advent of the Internet and reasonably secure telecommunications

systens, vaFIEHszemdamnse i wde toaseagrididesct of obisatives adichgyanbsipsgt or t he
managenent of investnent portfolios for nutual funds and others and for
systens covering the sale and purchase of treasury bonds, corporate bonds
and other securities in a way which avoids nmany of the described problens.
Specifically 25 in the area of bonds and other equities, for exanple, we
have seen various patented systens. One such attenpt at portfolio
managenment is described in the well publicized U S. Patent No. 5,193, 056

. ~ e — N o NN a2



5 instrunents within a limted period of tine and ESp@CFﬁ;P/ ﬁﬂ%‘r

i npl enmenting investor participation in donestic and f#8rlei i tal markets
t hrough positions in indexed vehicles which are packaged as debt
instrunments. Still another nore recent exanple of the use of the Internet
to enhance general trading is found in U S. Patent No. 6,023, 686 issued
February 8, 2000 to Health Hero Network, titled 10 "Method for Conducting
an on-line Bidding Session with Bid Pooling." This system while not ained
specifically at any specific security nmarket, is a systemfor allow ng
individuals to pool their bids as a group in order to qualify to bid on a
property in an on-line auction. That is, it allows individuals with limted
funds to p@bﬂhﬂwﬂtﬂé@@w%@swoﬁ nm@cxn@ﬁsliaﬁvatthmutbau%u@fanqim ted resources

or oper ty ¢ AR RIHHE ki Groc B AR AR B ke il B Vet e for

buyi ng and ohet invesgrsehaieiptdse sn Aretkescippmiadingesich balds @earaingigst em set up in

1992 by Intervest, ained at, facilijtat he econd rket sal es of
bonds bet waERMEWUdaYT RO cerainy;t %é‘i‘eyd‘élfl%g?é? PRY B ?é}i@tly, Brokertec, a

consgrti U%gﬁﬁca&me&y ﬁatfb‘ﬁﬁl‘i& 5%6:{1%@%10%119‘&:&5%6@&3?&'1 ffe NStitutions in the
sumer of 99 Is said to be trying t0 create an electronic interdealer
br oker for ovasirscubdd,fthat is srore sEeuattieser] bealesizaddytinvaiors thamokebsee system for

d‘é"aﬁl $&LeUP by four investnent banks (CSFB, CGol dman Sachs,

US Treasuri ﬁsfe

Lehnman Br ofhers ol'oman Brothers) in 1997 and has apparently been 25
successful in tPaﬂnm;ﬁvhﬁéheafbetgzpiéaﬂtylam;eoTlﬁﬁ§£1d§hMarﬁlnhﬁmhtebonds however do
not have the probl ens nentioned above in that the re heavily traded,

their pri o BUrt Rl SFURHE AR thersvadieali wBic iy b mopd FASU Tt e saf e

i nvggt nment of @cﬁﬁﬂes ﬁé@%@ﬁﬁt}@”ﬁdebtﬂﬁ ]ﬁéﬁs@ Eﬂvfaﬁtﬁrs ARt inaghAGAGhié r adi ng,
primarily in the secondary market BondDesk. com owned b%/ BondDesk. Com
LLP, an i ntredifienal beokdailging progess, IDfODB@OFl@GIabq filtgrederndimpsenged by &eli ng sof t war e,

and Spoar , AR RaRRRG iy S BADRRRUR . LR 0 1T O

strive to efchahis Ipﬁmeswmheasﬁmbﬂ m&cfallit&msa“hm inmvgitars malatternistto t hey di stribute
research, prospect uses, filli n s and o n ﬂ %tgew i ssue i n{ ormati.on over the

web, whi ch APy ""H’dbﬁﬁyéﬁmﬁﬁﬂﬁr a‘foé%b% sphefrfagie; $ 10dwever the

ul tiygate p%b&v'e%té?&ﬂﬂ i es@FAhdyihd Heir R, ifdi@fing Siueddst Inla SORGUCt ed via 5
traditi onal methods. There is still a need for an I|nternet-based

centrali zeﬁolsylstoéiiﬁcwttleé thap tienyitabsdesird. Rotesghinvesiosmaynalscaipelater al i zed pri ce
di scovery enyjro s n [ nol ogy to

i nprove thgl ?na(ﬁseﬁaré%%l a“aa& %%epgcrelggltcfggs%?\}lgg lﬁgarcfjgggsssl %ébl m nat e

m strust, regpehidets pdsmgémeailealumm patagsboake fpforel igite addsianish bri ng the cost
of distribuytion.more directly in line \Iﬁth t he val ue added t he medi um
The pr esentthelsﬁ’%‘%??ﬁBﬁer’p‘PWXH%@eg?e%th% e OBE EWTHRFUERT EMEREE Bbal s and i s
appbpcabl e -tgy eag@m%rn@drkéi%ywlb@ﬁo@s@ﬂe&m%terﬁen&f,ﬁ&%&tI ons. 6 07
SEP 2004 SUM OF THE I'NVENTI ON The present invention overcones the

di sadvant agstibgfiont prefilgbove descri bed systens by provi di ng an economi cal ,

hi gh performanc od ign The OpenBook
systent) for coﬁ%&%ﬁeﬁ%ﬁl%ﬁsagﬁeﬁl on’ opglsaggéj:alwtulnggr%t%églnﬁaé' uetl onal and

i ndi vi dual ablevegs @ psodumderisandiéPof thertridiatetiinei BOtI pBMﬁtlzﬂlhinmdiﬂ on: Bidders
are rewarded for_anonynously reveal ing thejir bjds . .10 All winners

pay a si ngfé sAgiiigs At diegappyigpofnfilricnBrinis e Pehavigr pf Sdurities. ALl

par gk ci pan §vc?x?cﬁb5}‘%ﬂb§9£t1vtert‘@n@ﬁipﬁlh1€'ﬂ1e'sﬁ}stéxﬁ%§quhQﬁle AlREniPeABPOk system thus
creates a f{ransparent and | ow- cost new i ssue market; ofters all bi dders
equal accegsgﬁﬂleygnmhamd eﬁruS,amn@ﬁﬂ@staf’@dh&m qnnwé)str@admadwﬂprm i§ ssuers a "seat
on the synd enented nducting an
auction of © Eldtlflgeco%dr?nfﬁ% vgégnlcson% enﬁ%ﬁal%e ebegg%ﬁé gfearng%age rewar ded
for anonyrrmaallngtdﬁmﬁalmmtglstbl[&hés;biedls early. Al w nners pay a single
market-clearing price that sells out t ecuritijes | | participants
can nonitor theR %E‘tqoﬁ‘al‘“f"?'? IPél%i’Imatﬂi{%aceg?Fd;Bﬁos&F% ﬁ%@Bﬁfgé@rﬁﬁ‘gtl ng an
aucgpon of f&r‘%%ﬁédgte'n?ﬁovpﬂleéehs%mﬁﬁf@sh%b@d@tﬁﬁ%lﬁh%ﬁwéjder5 are rewarded

for anonynously revealing their bids early.
technology has become easily available to conduct electronic sales (by auctions,




25 All winners pay a single market-clearing price thgt7 éiEH 2t the
securities. All participants can nonitor the auction in real tinme. Al so
claimed is a network node in the Openbook system which is an auction server
node in a network having a user node including a browser program 30 coupl ed
to the network, the user node providing requests for information and 07
SEP 2p04 providing bidding i nput commands on said network, the network node
conprising: an auction server node in the Openbook systemresponsive to a
request fromthe user node to participate in a securities auction as a
qualified 5 bidder, whereby the openbook system auction server node

provi des aftﬁgq}apecha{%agn 1I¥ererd§)n levs‘@dv%p otg]iaqggrﬁ%fta{e% &xﬁéﬂ%‘ﬁ!ed for anonynously

reveal i ng provides an allbcation of securities which
all ows w and%gdlblcﬁ:dﬁhSestdﬂs @al)issaers hglbecomy fuaneiallyemoiengplpsticated t hat sel |'s out

t he of fered securltles and provides a s ereb 1.participating 10
users can HORFIF kovieige sbmarkess; ther %h!:]étﬁ/lt%ﬁyg’lze Frﬁg]ﬁ‘?gl y‘ﬁ@é‘ée IIDAI so claimed is

a conputer, HTQQ‘F i R0MGk i he ePWh%rﬁé%HP%ﬁ%ﬁﬁe%?@&@é&‘e BRERUM conpri sing;
conput er réadabl e program means for causing the ‘computer to conduct an

auct bon of os &oanciat ingegmediarids dor\\édearch Bndnduice thangheyiveremadepmisls m wher eby

t b ded f bi d I
or ovi 0 an Rk QOB G neRe s St Iy Py Gettpt s BRI RSie MG oi ders 10 pay

a singl e meklpadtdeda8a ckdagnPintense dobgpktitiedl hsnevudebt i@ﬁleswahmltlha es; and provide a
system whereby all particlpants can nonjtor the ction in real 20 tinme. 25
07 SEP 200K ERIERTBRSHRIMIENNEE MY oD PIPNES KR AFBE PSS a. f | ow chart

i1lustrati ?%&g%%k@é ](%?WH d &) (Rt RRG iR SAAT bARs RY:SddaFtHeheRCCOr dance wi th

a preferred e i ment e ‘present invention. Figure 2 is a flow chart
illdstrati d@t pswctbeseigints lpive debined s:lgmﬁwgﬂmwmhéhq fers qbéfrg@d Bh of the

1. Fi 3
a1 ow eRERePRicOR P R T SR AP blob Y Bh bl T dices bl mce

during an %dﬁédd@&v&eﬁstth@ﬁmqf ddchﬁ 1ﬁ@€d¢hdetryﬁﬁrlqarl1q111digrpamddeﬁlblymhmti on system
10 illustrated in Figure_ 1. ue4|? fl ow chart |IIu€‘w%t|ngab|d
nodi fi cat i Badiaeml By exgﬂaaﬁqsﬂargg}y&eerggl Lok ie dRcreaskLpsitg &3 ¥ng an auction

portion of ﬁiﬁ@tcﬁ%&%h’{eh%ko‘?%bﬂ myagagoﬁ%caipb&@@sdna@ramgtpﬂm kstrated in

Figure 1. Figure 51s chart 1llustrating a bond al [ ocation process
whi ¢h i s pamrteni§ysem dnbeurages umr@pr@sntptuon@ |ab@}1t thedizalandeualinor they st em

Lt 2 NS e BB 5o PR bR UL MR bl | et
| 0g- on scr gifRatidns §hich cBeateSa RisEGt OLMe §)h;€€m aferéblyeaushgrinvestoerdndce showi ng an
exenpl ary ﬁs(sa&ersotfo inflate values and amounts in a way which exacerbates the hidden
nature and inaccuracies of prices in the system.
20 With the advent of the Internet and reasonably secure telecommunications
systems, various attempts are being made to use these systems for the
management of investment portfolios for mutual funds and others and for systems
covering the sale and purchase of treasury bonds, corporate bonds and other
securities in a way which avoids many of the described problems. Specifically
25 in the area of bonds and other equities, for example, we have seen various
patented systems. One such attempt at portfolio management is described in the
well publicized U. S. Patent No. 5,193,056 issued to Signature Financial Group on
March 9, 1993 titled “Data processing System for Hub and Spoke Financial
Services Configuration.” More specifically an attempt at automating the trading

30 of debt securities in the secondary market is described in U. S. patent No.

5,809,483 issued September 15, 1998 to S. William Broka et al, titled “Online




Initial Ternms for a sanple offering. 20 Figure 9 is a screen shot of the
user interface showing an exenplary set of auction det§ip 8EPF2lflére 10 is a
screen shot of the user interface showi ng an exenplary set of in-progress
auction details. Figure 11 is an additional screen shot of the user
interface showi ng an 25 exenplary set of in-progress -auction details.
Figure 12 is an additional screen shot of the user interface show ng an
exenplary set of in-progress bids and related tinme-stanps. Figure 13 is an
addi tional screen shot of the user interface showi ng an exenplary Bid
confirmation set of in-progress auction details. 30 Figure 14 is an

addi tional screen shot of the user interface show ng an exenplary set of
current biTraeseetionorerassingfysthamifer Bandgireding. A erihensygernds describedp7 SEP 2004

Fi gure 15 . n it o] i showi ng an
exenpl ary s ?q%egﬁgr?cﬁo' ?;24?#6.6?3%? ?dclﬁé%'g 1t3a1 E?@%W?#c%ﬁ%\égg ry wwth a set
of in progitedsDaPrécessingelysteinsind MeghoddorlindnsiabDeta diatrhinemal” Bey een shot  of

the user interface shog ng an exerrlgl ary warni ng screen ilradtigcati ng a

ti me- st anFYREY HRsYSEl) Sevesry el theiperiamaner CPGRRISEEfE¥n shot of the
users i nt erhaaenARWHNIa BRi&XRABY é‘ftﬁn@!&iﬁlce%ﬁeﬁa‘ﬂty f&%giaﬁq%ﬁi@uc_t ion over

screen. Figure 18 is an additional screen shot of the user interface

showi ng arinesstonpirticipatinduderesst¢ ald forriairapital madseisshrourlerosHions ®e screen. 10
Figure 19 i'éx%@v&?ﬁ'st&rﬁ&%eﬁ&g(gggﬁ a§9§i}t in%{rmfggﬁs.'gﬁﬁr dikrSidace show ng an
exenpl ary etail s or a conpte auctiron. Frgure 30™'S "ah” addi ti onal screen
shot of t hecdusefamphiitticace obthotartet anerdamirpeadryl tadingis foesbiade rel ating to

an inproper bid size selecti duri auct.ian. Figure 21 is an
addi ti onalS-?&WB@ﬂo'él’p@t’”ééglsﬂ‘?ﬁ%E@Eﬁ‘ry%g%@gft%géalgﬁgw ﬁg“’?ﬁ‘gé%é‘?m ary attention

nesgage 1 ehadigsh HhPCaRuideeNRh-1ihe B es@oPiviih B Pdatng@n TRUCt i on. Figure 22
is a flowchart of the high | evel physical |ayout architecture of the

syst em corsysiemi while o aipred seastficplivatnny enecifipgequrfumakaadispSy¥e® | ow chart
Shovt 19,1, N BBl RGNS R e A IS Bl St em
exenpl ary pepedtylis arobn-lidteaustyst dnmt igricdliote didividuadf witthiemjpedefoedsited ebodi ment
of the pr epso%p tﬁleilr ?e\églilrgelzs%fh other individuals of limited resources to be able to
15 qualify (i.e. have enough capital) to buy a piece of property that has been
auctioned.
Other known internet related systems for buying and selling securities and
commodities include a system set up in 1992 by Intervest, aimed at facilitating the
secondary market sales of bonds between investors and broker-dealers. More
20 recently, Brokertec, a consortium set up by Goldman Sachs and six other large
institutions in the summer of 1999 is said to be trying to create an electronic inter-
dealer broker for cash and futures. Tradeweb, an electronic brokerage system for
US Treasuries, was set up by four investment banks (CSFB, Goldman Sachs,
Lehman Brothers and Soloman Brothers) in 1997 and has apparently been
25 successful in trading these securities. These Government bonds however do not
have the problems mentioned above in that they are heavily traded, their price is
well known in advance and are deemed the ultimate safe investment. Still another
on-line system for handling bond trading, primarily in the secondary market, is
BondDesk.com owned by BondDesk.Com LLP, an internet-based provider of
30 retail fixed income trading software, and owned by BondExchange LLC,

Goldman Sachs Group Inc., Paine Webber Inc., and Spear, Leeds & Kellog.




25 10 07 SEP 2004 DETAILED DESCRI PTION OF THE | NVE[y# m vi ew The
present invention overcones the disadvantages of the ab cri bed
systens by providing an economi cal, high perfornmance, adaptable system and
nmet hod (designated "the OpenBook systen) for conducting an auction of
securities to institutional and individual investors.on the Web. In the
OpenBook system auction: Bidders are rewarded for anonynously revealing
their bids early. 10 Al winners pay a single market-clearing price that
sells out the securities. Al participants can nonitor the auction in real
time. The OpenBook systemthus creates a transparent and | ow cost new i ssue
mar ket; offers all bidders equal access to securities; and gives both

i nvest ors adwlost Bll pEbesgisystems whigh stome torndfes pavdiseuss bollgegke sangi il arities to
Traditional In fment .G ferin The en ystem aucti on process
is simlar I](fgbc’é"%fpgtgf){ clmc%ﬂ%ﬂglre%/%@}'ﬁre ecE;urS %d@%%ﬁgé%%u% tl;slsugf fering in the
fol |l owi ng HEeipeabs ovef e vadhf @hich gutpi®aessSpaptl, faxecaidsomy @hond-calldays from
announcenent 20 to closing . The issuer will have an effective shelf

regi strat i sWWsYAthsunate pRangaMAlorgion shEewites &ysElhgpnducefgif a terms
agreenent wbh thedhsguer Co-nmanagers will sign an agreenent anong
underwiters 25 Dealers will sign a deal er agreenent A prospectus

suppl ement  wi | | Thaselatstll & hecddasa Ipreowpbescdisenivalided systarg whicht he securiti es

i ssued Securitjes,wll_ clear requlaf (f+3 DVP (del ivery versus
paymont) - PRoeET ifstesh 808 g UGBtz Bt Doy P REY RMRe T B e e, 30
11 07 SERszddusihecidragtstnblopy @ ifgFee fintanspheshoBofAbe pereent and Prospect us
Suppl ement The participants in the enBook system agree prior to an -
auct i on t h&isCV§B] Bogssy gliminate Sy pash restas fhaﬁﬁeé\aimierfét mpRRY IRElEdi ng

undgpwr i t eL5q G RECRPST dNANutisn hidfe BHEHY ANink Svith WP aflcSdded By pE der to be

able to i medi ately accept such offers,” the underwiters w'll need to enter:
into a ter medagr ddeprasenuinvientidneprogdasersygiern ¢r accomplish thasg gedlt 4ndt he f ol | owi ng

provi si ons; Tfe derwriter's .purchase of..securities wll be conditioned
on a SUCCG%SSZPB 1caghjeg? :ﬁlgrger;lcraei SGCUHP]ESEII} commodities ffansactions.




10 The auction will be bound by ranges for various terns, including the
interest rate spread, issue anount and nmaxi mum TreaSLﬂy sgpzﬂgiThe i ssuer,
investors and underwiters will agree to abide by auction'r posted on
t he OpenBook systemsite; The definition of prospectus will include the
el ectronic formof the 15 prospectus. A systemin accordance with the
present invention is a systemof price determnation and al |l ocati on of
securities that can result in substantial benefits for both conpanies
seeking to raise capital through the sale of such securities and investors
wi shing to purchase such securities. As noted in the Background 20 secti on,
as used herein, securities includes equity securities, debt vehicles such
as, without limtation, corporate or mnunicipal bonds, nortgage backed
bonds, energi ng nmarket b§§5§&#¥§£5¥fﬁﬂﬂﬁﬁgﬁﬁ ities, gold, and noney

mar ket instrunments such , rof,- US treasury bills, bank
certificates of deposit, commercial paper, repurchase agreenents and the

i ke. An investnent 25 vehicle offering. usi n%éa pricing and _di stribution
system in accor dagRiesen inrention peremnes Hedimdanirgrtol dic R FredeEht i nventi on
differs su ' ; ' Ladltonal. Josssweiddemor Dutch auction
secu(rgi ty o??%‘%?%y .ré‘%{(ﬁh%@?%e%h%gggléfg%lzﬂétded I r?’ aglts:tor da%sce wth the present

i nvent i on, niethod$designsted EBhecOpenBapk bystperiefoa conduptmgsoladetiop cin of f eri ng

conpany at a price.determne .dnvestors i ddi ornthe vehicl es
Gaihg  DuseHBimds o BoR AR AP IR Pebh 18 aBmbdS SEp 004
descri bed is{stdaxx@fiofor p., 1977-78 Fed. Sec. L. Rep. (CCH) para. 81,198 at
88, 159 (avail. My 9, |971‘7f) whi ch expl ains: The Dutch Auction differs in
certai n matterBigders &8 precardedifpramprymeousiy Jeveplang Beir BigneEli t i ve bi ddi ng.
Pringipally, . bi ds_whi. [ 1ft the entire
am)lr}ﬁt of %‘he‘&lgﬁ'fnéirerisﬁay ?F\lﬁglfe %‘ea&ef'%&%g%ng g‘?%g‘?ﬁ%%‘%%&% S%?%gi(rae? i ncl udi ng

i nstituti ors NPartidiekinyd dit alonitaShaRictions e @iket er ed br okerdeal ers, indicates
t he ambunt of the offering which is wanted, and the yield. Each bid
received will, on the final date designated for entry of bids, becone an
irrevocabl e off Walall d unless the
bid 1S withdrawr ﬁ[)ﬁe“%@??’fg%ﬁ’,&‘ﬁcer@%%g;rai“ﬂ;gmg??@g#20%21%@3@3%0n the vyi el ds
speci fi ed mmrkehefloisdd bidiktsexual howsstg stounatigspandigivds bnthpavesioth,anthe bi ds are
listed in ascendi,n% order gf ide ds. The bid with the lowest yield is
accapt ed fiveEsa At PGS lﬁ%t¥ ®fds at successively higher yields are

accepted up to Ahesputdbinildsenwd nibtidddotdogihesihg ¥i flcton efpetureds t o reach the
total amount of the offering. The highest accepted yield is the yield at

whi ch al | PR&eyshdsclamed jhslEd. Upon determination of the yield, the
interest rate a i I i PRI urities will be
awarded to the Eﬁ%dc%gsaggﬁeﬁragilegz%%go%oggg#iv?%{rh ﬂri)erlri ﬂggs %gg'ed upon t he

accept ed vyi el d. AlGvilevepayra, singtt markdt-citiafifg pridetthat scllaopt the baswiitiased usi ng t he
Dut B auction rrg hod. . Usi n%’e‘%i t@e&l‘ﬁa Lr adi tiﬁnal book building or a Dutch
auct’on t echni q(¢ PR EFUPOYCREF AT LS8 Bt enter into any type of

bi ndi ng agreenment to issue the bonds until after investors have
denonstrated interest or_the auction has run and pricing takes place. Thus,
even after exprABaPREISorsagictpg an pyctign oY geeyTiics en F}@ﬁYebZ%ClﬂF“égi ng a bid,
the issuer ,gauld still decide not to issue any bonds, |eaving investors

uncertain that they would receive any bonds until after final pricing.

Mor eover, the v&8iddersofre mwssled fortagonysonsly adveasig thotchidséavly. f unction of the
market for the security. And, .both the .tradition book bui.l.di ng nmet hod and
the %ut ch aucti %ﬁ%ﬂﬁ%ﬁy(fé%%hrﬂ@' i 6395359°§J$58§§§ﬁuf EFPREE i ndi cation of
what 30 the aCtﬂﬂ|paﬂﬁfpkﬁ§cMﬂh@kﬁtonhe&uﬁ@hﬁﬁf‘eu‘ﬂtﬁﬁe_fi xed incone security m ght
be because of the closed nature of the process.. For exanple, there is no
guote systemfor the 13 07 SEP 2004 bond market to all ow potenti al

| nvestors to gahedih{eR Seiihods BN OrabRLE Ak WARNMOKE N, Additional 1y,
there is no macﬁ‘anl smfor a potential purchaser to gain iInformation about
what the i siseion severatolem qooteork hatinpunehaskeischbild cewsdrerqgeam i cul ar
secuyrity is rfh or the unt of securities that.an issuer will offer 5
unt i aftePOI\g'ﬁ?ﬁitf’élée‘Whgor Ztg‘%usé’ﬁ'{m%gr%ovfcﬁ%grg‘é%ea?}f?rmggm}%éﬂgpur chased.
Finally, simlar deal sizes for simlar grade securities nay have different
demand at different points in tine depending on any nunber of outside
factors. Thus, past demand for a particular type of security is not
necessarily a good indicator of future demand for a simlar offering.
Accordingly, there is an inherent |ack of 10 certainty for investors when
purchasi ng these types of securities using traditional nethods. Wile a
type of Dutch auction is used in the present invention, this auction is an

o v o o o




Preferably, an Auction Advisor provides a system upon[jv;hi% Z@ auction 20
portion of the offering is run and assist the issuer of t urities in
mar keting the offering and running the auction. As shown in step 110 of
Figure 1, which is a flow chart show ng an overview of a securities pricing
and al |l ocati.on systemin accordance with a preferred enbodi nent of the
present invention, prior to an auction, an issuer conmunicates a mandate to
t he auction advisor that the issuer 25 wi shes to conduct a bond offering
using a pricing and allocation systemin accordance with the present
invention. Then, as shown in step 112, the issuer enters into an agreenent
with the auction advisor to price and sell the issuer's offering.

Pr ef er abl y prdvitlise @ ddies mputcoimmahdugad daid retwwdk.nye oetwbtkenddssuer conti ngent only
on conpletion of a successful auction. 30 Because a bindi ng agreenent has
been ent er 8MPHYRE as shown in step 113, the issuer and/or auction advisor

are abl e 10 det ghGoRsRIREd: iﬁ’fhe@ﬂléﬁwaﬁ S%Eén 1fonSRPI2ORquaar anet er s,

di scussed in detail below, preferably including paraneters which limt the
price and t ot al fraindke whr ndde topareaipateyin 2 Frrasidiesaretioros aymekfsst ers are
preferably publicized, t nti a Lon I.Cl d @ securities
di st ?i buti on syé@g?ﬁ W%ergbgggér ‘gpae%ﬁféoeolkv‘??s#%fi célog?%rgéer?il?ﬁ) i?\l\l}%sndtq?lgn, bi dder' s
can preferably pleagisiwhrolytpekiclobidbdrslsre rawadedfet inbhyeousiyd and a
non-conpetitive bid, As_explained belowin detail  bids include both a
price conmponent reé(ﬁﬁmét’tf‘ﬂf%‘fﬁwy’@%ﬁ@ﬁ’éﬁ@ ?{Bﬁ@t@BH’EﬁCWtﬁ?é"%ﬁhds are given in
terms of the dobLjals GARHRbidAE:s BEGYLishsRInARS icleBbndpride e Bidder and are
automatically assigned a price cofponent equal to a mnimumyield for the
of fering as set thepffeddstrarities andprodas arveten shershpall parigipat®eds preferabl y
have ,both a quantity componen ri nt chosen by the bidder
whi g‘r‘? may be ab8VE %nn%oﬁcr’rr{}%%/?@qqgsgé&gggﬁggg/gﬁg{y!%mti on paraneters.

Addi tional |y, coupetihitied & diotipuer plognalprydutasteredopn caapeedconponent , used
for pricing and al | ocation, and a public conponent, which is preferably
made avai | 3BFRICTRFIHHSPMBIYREr s whil e an auction 15 is in progress and

whi ch is pref er ahl¥i&ebRAhRE plo@rahliGedds for3h@ieAAPOMGHter tdBY having a public
and private conponent, conpetitive bids can be used to provide bidders and
i ssuers Wi th i nfoduetananctmpodsecetiées gailikeVelyal ue of an offering w thout
requi.sring the bidder to r | -2l I idis. Finally, as
shO\L/JH in step 1% %Fﬁgldaﬁg%?%ﬁm%%%b g%ﬁglzhlggérggr%&p g?dﬁlglg bel ow,

pref erabl y sgéhymonsly esedthgahdicsidd dadycl ose of the auction final pricing is
conpl eted. Next, as shown in step 118, a prig¢ing and al].ocation auction is
conduct ed by t hBroxisean altocatrn %fdlﬂe.Seﬁﬁgﬁeﬁﬁ’mcb?ﬁ%w‘g‘f“@ﬂﬁ“gﬁljidﬁrrsi%’éayi s deterni ned
by arrangi ng: ki el I i i ghdor der from best to worst
and prici ng%%ﬁag?kgﬁgﬁgﬁggﬁéﬁgﬁg?ﬂgtagtriiﬁggécg?ﬁbv%{hch all the bonds offered
can be al | ocat edroviBendystem evheigbnalp partikipardneaadnenyionthe awitiga & %2lhi ddi ng

i nclsi vel ﬁ bet ween the best bid price and the clearing price. Preferably,
prici'ng ac ®ed at this stage is set relative to the yield of a benchmark
Treasury bond at a tine after the auction has ended. A securities
distribution systemin accordance with the present invention provides a
nunber of significant advantages over a traditional fixed income 30
securities offering. First, because issuers preferably enter into an
agreenent to 15 07 SEP 2D04 sell bonds before pricing or allocation of
bonds occurs, investors are provided with a relatively higher degree of
certzgi nty that bonds will be issued. Also, far nore information can, and
preférably is, nmade available to investors prior to a show ng of interest
by investors than in past securities 5 distribution systens. Pricing and
deal size information is nade avail able via the auction paraneters
publicized prior to the auction. Additionally, further "realtinme" pricing
information is nmade available to potential investors during an auction by
publicizing the public conponent of all bids as they becone avail able. Both
of these features of a preferred enbodi nent of the present invention 10
advant ageously dissem nate inportant information to investors allow ng

i nvest ment deci sions based on a higher degree of certainty. The auction
system al so can provide greater exposure to the retail market as individual
investors preferably have the ability to bid on offerings on substantially
equal footing with institutional investors. Thus, individual retail 15

i nvestors can gain access to new fixegd incone offerings, including

hi gh-grade corporate bond of ferings, whereas they may not have had such
access under previous security distribution schenes. The ability for retail
investors to bid along side institutional investors nmay have the additi onal
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25 The auction system provi des greater certainty that thﬁllﬁcation of
securities are awarded to those that desire themthe sotP Albbcation is
based on the aggressiveness of an investor's bid and their tinme stanp. The
hi gher the price an investor is willing to pay for a security and the
earlier they place their bid, the nore likely they are to be awarded
securities. 30 In a preferred enbodi nent, offerings utilizing an auction in
accordance with the present invention will be conducted through the use of
a software system 16 O 7 CEP devel oped by the assignee, W R Hanbrecht,
Inc., which is described in nore detail below This systemw || handle

mul tiple aspects of the offering process, including subscription, pricing
and allocation. It is to be understood, however, that a securities pricing
and al | ocation systeny FOFERRESN WH Pk fF§Nt invention ny be

achi eved by any nunbe - e and hardware nodul es.
Al t hough, as ndiiguae Alxoviow thaet iustreiinge wnditits pticipandiabincatigst em of t he

present inventi.on can be applied to any type.of securit a preferred
enbodi nents,ysﬁf"s‘li‘ﬂ%@é%"‘bee‘ylwpﬁﬁemeé Brgg‘bdi@?;'%iogglapW? mrvg%%)&:t to bonds or,
nor e5 speci fi calfiyure 26 £LOSWPEHaatiBushamilSproAdats ivhikRakduy duid i ng for bonds
herein will be referred to in terns of interest rate pai.d_on the bond or

yi el d. Spesichprpdriign ofhq ssrwieppngingand-alipeation gystem \lpsiratadda Figde t o t he
interest rate paid on the auctioned bonds relative to the interest rate
paid on a sel ected benchmark treasury bond. This quantity will be referred
to herein as t Hégirspisafiow chatt illsstragngoan iniibBdddimgprotchewhiobhskes he spread, the

15 | ower tqe interest rate thefi suerfnust. aégﬁmrgp% band.
Consequent P'&19 FnﬁﬁémFBW%PmFﬁ%oééﬁﬁﬁﬂq5?p5m8$ BFY o % ™ hore attractive
Pr esent i nvent on IEest ment vehi cle of ferings. are preterably accessi bl e
to both institUfgwnals aiey sherdllysiringae medificationgng fgalbiddingar t i ci pate in
any given | [ IS RE st &ffSedils aridgsignat ed
Undermmiteﬁg&%%hﬁghggégg%%dﬁ?ﬁgé{?ns?é?ﬁ?ﬁgna fnves%g?sﬁi?gl be able to
regi st er dallceattdnysystert lsuattd Woiderevt.i ter, but that retail investors wll
typically participate via an-l.jin r oker fi.rms. On the.day the bonds
becone ayailabﬁgg§8$1 ﬁ%”gynﬂh@s?ggﬁhﬁﬁggﬁﬁﬁﬁﬂ@mpgaf%%ﬁﬁéﬂmﬁnvestors can
subp t  bi dsf iRésekiifriod Bricthf @d MBcatiSh Sftndiiuytratddl ifl Figareel submi t t ed _
el ectronically through a web-based 1 nterface naintained by the Assignee, W
R Hanbrecht | rdgure A aligh Jsye vicghotAbr ntsanet arplitediiicussed in detail bel ow,
any investor j ' ' Fadi cat HW%@E _Rpds, such investor
woul d be mﬁ||rﬁgb?g7gﬁg%ﬁ§§%ﬁ%nggh%ﬁgﬁ???§$§ é %ﬁ% spread the investor
\Iglou:c d bgl Wi | ![i figitre 8 &cceepien fl’ic@pftdaadge)‘ int;&fhc@dtowqg'f zﬂa?exem.@l:tr}/s@‘aﬁ 2'([)04t .
referably, . arr e an . offering, an issuer of securities contacts e
auction ad@W?@FQEF%&%ﬁﬁppg‘m%@%gprior to the date the issuer would like to
sel §p t he bonds @pde 8hd ARERE shd? olRY Bsdr RRerfid tHoMingaWxa@plagfeest and sel | the
bond i ssue through the auction process of the present 1nvention. Prior to
conductingmﬁﬁmaﬁﬂﬂﬁon, an issuer and/or the auction advisor determne a
paramet or's ar o AnaoshBage RSt siot bEhEReP fhahce HRGe I E AT ar i of the
auct i on. Toiis-pieentssnectiandetaisageousl y provi des a potential investor with far

nore informati about a nd offeri an was traditi.onally avail able
Through the. 10 eBe biref e ot B s bR et AR S R B s 2 T m ¢ ho
Backgr oundegapldrPset ofl il rPaéss ARdteh dethilst ed bel ow are those which are
determned in a preferred enbodinent. It is to be understood that it is

within the anbiligwe 12 sengddigery sqreppshetiod fhetuserjipferficg shasyinpat greater or
f ener aUCté’j%Hﬁ’ @qufi%[fgoé:{%s %Sggﬂe%éatgﬁdﬁg_g&nxﬁgsp t he auction and announced
i i ad ) ma

to potentia ers. m ni mum an mum dol | ar anmount of bonds to
be i ssued Figure 13 is an additional screen shot of the user interface showing an

exemplary Bid confirmation set of in-progress auction details.
30 Figure 14 is an additional screen shot of the user interface showing an

exemplary set of current bid status data with in-progress auction details.




("the M nimum and Maxi mum deal size"). This provides p-})$@1b@ﬂ: i nvest or
with concrete information concerning the total size ofF fa f ing prior to
bi ddi ng. The precise dollar anount of bonds to be issued is preferably set
m dway between the start and finish of an 20 auction (which preferably
woul d have a duration of from1l to 4 hours) and will be between the M ninmum
and Maxi mum deal size. As discussed in detail below, by the m dpoint of an
auction a substantial anount of pricing and demand i nformation will
preferably have been collected by the auction advisor and di ssem nated to
both:-the issuer 25 and the bidders. Thus, the issuer is advantageously
provided with val uabl e pricing and demand i nformation which can be used in
determ ni ng a fFigake 18dd dncadditimeal sereenf shotod thefuserrintagfacezhovng ek er ence Treasury

security of conparable maturity t onds.heing i " Benchmar k
Treasury") Bk éqqgesg%P%’?@&é{?%&ﬁ@@%ﬁr}?g%‘roggmﬁ gﬁ@agtg{?g the yield of

t he Benchmprdgrels rtiod detaill the spread. As discussed bel ow, the auction
process determ nes a spread 18 07 SEP 2004 at icg the of fered bonds

wi Il be sold (tHguredpésanaqgitiops sergen shoty dherysprantet/icgisiovmgfBver, is based on
the yield qg%gg.; ; i 6 cnkhnue to fluctuate after
a cl gari ngg;é%ltrldgﬁﬁﬁﬁgls ee%n%?g%yn%%. Thgn%?%gl yi %I dis preferably set
based on the yiEgaedf it dneadBtinod seredn shoexsheugerdoterfiqrshesingfier t he cl ose of
the auction. 3. A mnipumand a naxiumdifferential over the Benchnmark
Treasury f8%“3%?%ﬁucﬁ?s(ﬁ@lwr?]?as?igucg%g‘ﬁré‘ge?nf he "M ni mum Spread" and the

" Maxi mum Spr eadFigureq 8 Pt dddielona] scriroshboiMige sk isteiffechomingen prior to the
begi nni ng of an auction gives potential 10 investors an idea of the range
for the fi SXMB}TELEPUSFesHRPURNA S WALPAVIENYERHETRi ng on the yield of the
Bengfmar k Tr easpibyre39 idUn Yl #nd kien hbEorthR6r ifferthdRhawWimglafn) . Thus,
potential investOrs can gauge their interest in an offering and size and
price thei exdmpay deteity dfiarcginpleted augtiomaxi num yi el d for the Benchmark Treasury
(the "Maxi mum 15 Benchmark .Tregsury Rate’). This d ndi a maxi numyield
of the Benchmar g"ﬁeggéWﬁd;Fﬁgﬁisgg%nesﬁog(ﬁél)eoursertlﬁérﬁ%‘%ﬁ’ ?‘gﬁgégonsor has the
right, but ep@iplirherethésgakirélitingtto af e 6er 81d st gtleaivnidliritdan act ual treasury
rate is greater than the Maxi num Benchmark Treasury Rate. 5. A mni num

dol | ar si z&U8R- conpetitive bids and non-conpetitive 20 bids. This is the

| owggt dol I ar aﬂ%h’lﬁtZI"i’Sthzﬁ.ilq{?ibnﬁi‘&egiéﬂoi&tﬁ‘éﬁs@t‘%teﬁh&%ﬂ@@h‘gtﬁhve bid or a
non-conpetitive bid. These paraneters are set to prevent a proliferation of
under si zed chingdaryhitanhiot owésdgamttitadrio e eitoowt 1p cateel abidtduang e conpl exity to an
auction. Additionally, an individual investor may use these paraneters to
det ermi ne WA&PRer he or she 25 wishes to participate in the auction at all.
The m ni mum dol Figlire922€a fiow ck@narahd Higty Rvd) ipHgsidabliyobaichiteade bt , equal the
m ni nrum dol | ar size for non-conpetitive bids. 6. A mninumdollar increnent

for conpet itheasyEenicoriiging theamesspiBYHo%e bi ds. Bids nust be made in these

pre~get erm ned .G h hwErs i euils bf tht B&idh 8droasm dol | ar i ncrenent
i's }g 07 SEP g%ﬁ%i%%@%%”ﬁ@dg%&ust bgasi nt_ this |ncrement. That i s, no
bi ds of , f erchiéscanpbithe $5EnHGD ANy de besent vepitivd. These paraneters are set

to mtigate adnnistrative difficulties. The m ni I increnment for
conpetitive bidlgW§f46%?H%ﬁfh%%%¥wH§€e é%ﬁ“?gﬂ%%gaﬁﬁggggﬁg&ggpthe i ni num
dol | ar i ncrgikakurt of the pRfGeIpRbodines dfiidresdnt iventiot mum dol | ar bid quantity
(the "Maximum Bid Size"). This is the maxi num dol |l ar anmount that any single
bi dder can bid after conbining the bidder's conpetitive bid and
non-»conpetitive bid. This paranmeter is set to prevent any single bidder

250Mp bd. fhis pa .
fromhaving a domnating 10 i nfluence on the spread set by the auction.
Setting this paranmeter, then, can allow the clearing spread to better
reflect a true market

10



val uation of the offered bonds. 8. A maxi mum spread under an Initial Bid
that potential investors can nodify a Final Bid wt hgu; ggpng@,}i ng their
conpetitive bid 15 ("the Protected Spread Range"). As discuSSed in greater
detail below, a conpetitive bid has a public spread conponent and a private
spread conponent. The Protected Spread Range is the maxi num anount,
expressed in terns of basis points, which the private spread conponent can
be bel ow t he public spread conponent w thout 20 requiring cancellation and
re-entry of the entire conpetitive bid. For exanple, if a Protected Spread
Range is set at .04 (expressed in basis points) and a potential investors
conpetitive initial (public) bidis .75, then the final (private) bid
cannot be bel ow . 71 wi PESAMLERRESCREFIGNOE BHEINYENIIONhe conpetitive bid.
As di scussed bel ow, the protected 25 spread range tends to cause the
pricing information provided publicly during an auction to reflect the
private bid infovesidwon upon which the final pricing of the offering wl

be based. 9. A pmturity date for the issue. 10. coupon. fr ency for the
issue. 20 07 $ r?ﬁ@%ﬂ‘?mﬂ?\ OV Fpeéfség‘fainflﬁ‘éesa‘ﬁ&heeﬁﬁ?’%%es Iﬁ%@ As not ed
above, auctiQbndurabviGing b cRhShRARBILY pAEIMBRR, dafible 4ysftonasl 12. A tine
when the final deal size will be announced. As discussed above, this tine

i s pref er almojhaduddsipmateh &hp PpenBogk systeman foggendugting Byaupi afci zi ng t he aucti on
paraneters |ist - PL r 'P%HB fotenti al

i nvestors é%cr?%ﬁxgsggﬁggfﬁﬁgﬁﬁq%fléd$%%1? Err‘:’af’t§ tltogsnotnattg%hvt%aalﬂﬁd)d I ?lcorre of fering

t han was t ypit@abigrionade avail able in past offering techniques. In

particul ar, through, publication_of the Mni rm?ma d"\{géi m Deal Size, the
Benchmark Tr easura3 %Bh%fa S$E¥ential investors

G A RESWRIGSE RT A OIERORBLY T YS

10 Wl | recel ve, nfipkaRL oay ARRLL mBAE:ILER g SheenANIGk gieng Of a bond

off\(,a\froi ng prior t.or}%1 e@%*%%? "t%e onds. Tﬁ?s i nformation can

advant ageousduyitibe used by investors to make relatively nore certain

i nvest ment deci sions. Auction Pro.cesﬂi Fi gure 2 hs a flowchart illustrating
e@cg me

a preferred enbddi 1Pt AN FRPET YLRERL BT hi ch take place during
the auction pOfch@Og&fBo%k?x%%?ﬂﬁhé HeAGGAFAGIER Wid 1Bwidde evesaat i nvention.
As shown in step 150, the ‘auction begins at a predeterm ned and published
tinme. Duri meprkdteoffersoal] iddersaqaslaceepetotpruatespfdgivesbeieaesorigitch t ake pl ace.
As own i " i w«advi sor nonitors the progress of the
auctsl:gon. I Essgérg?e%gﬁne%gg’nn%{g%%g%, this includes, for 20 exanple,
activities suchgsapilarities'té Tepdithdonl Investmenp@tadeiGféerigd and one nonconpetitive

bid per auction_participant, nonitoring.the.Benc rk Treasury Rate to see
if it exceeds tﬁgegﬁ %H&ﬁﬁﬁe@ﬁ&?%?%qegilsﬁﬁﬁl%@ﬁr%ﬁﬁﬁn?}he authenticity of

pl aced bi dsyyeblfthi foadchbysecidfty SIQWR ih the FoIRWidDAspeaRd as expl ained in detail
bel ow, bids 25 are taken by t¥1e auction advi sor and the public conmponent of
the bids are publi ci Pexbffaring pwcess wilkoashtienes 8-dclays fiem aprasnesmeBl y, bi ds taken
durijg an uclti.on are not necessarily accepted. That is, sinply because the
aucti‘on adv?§&

i akes a bid froma bidder, it does not necessaril y nean

that the bidder +Wi | | THEERIVRIIIIANE S efABtIEH shelfl fegdation) stememnl y successf ul
bi dders will receive bonds. 21

. The managing underwriters will sign a terms agreement with the
issuer
. Co-managers will sign an agreement among underwriters
25 . Dealers will sign a dealer agreement
. A prospectus supplement will update the base prospectus with

terms of the securities issued
. Securities will clear regular way (T+3), DVP (delivery versus
payment). Provisions are also provided for T+1 clearance in the future.

30
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07 SEP 2004 As shown in step 156, the deal size is seff7 BE Wﬂ@bly m dway
t hrough the auction. At a predetermned ending tinme, as s in step 158,
the auction is ended and no nore bids are taken. Bidding Preferably, a
pricing and allocation systemin accordance with the present invention
determ nes the yield which the bonds being offered will generate based on
bi ds received by potential investors. An potential investor's auction bid
preferably indicates two things: the nunber of bonds the potential investor
wi shes to purchase and the yield the potential investor wi shes to receive
for the bonds. 10 The nunber of bonds is preferably expressed as the total
val ue of the bonds t he potentlal i nvest or mﬁshes to buy, for exanple, an

i nvest or ed : fecrecrmp @nd Boospestity of bonds. The
yield the EoteEtlaE |nvestor woul d Iike to receive on the pur chased bonds
is prefera ated in ternms of spread between the yield of the
Benchmark Tr easqrhe«paatﬁapdm ih kHEEORhBAdKNFhteRaERE phoran dn itiod hadesi red yi el d of
bonds being bid for in one basis point increnents. For exa le, if the

Benchmar k Tlmrdfg@ﬁraye praditignaliofiery tept ﬂv%aﬂ@mg BRASFYIYFFS 53} 3N A5t woul d bi d
L S%sto | NAER R UhihbibBONESRd @ REBRAL ifieBatfibalipl dopbrbie pur chased
bonds. iscussed 1 n detail below, In an bond pricing and distribution
met hod i n alecoddsntes wilt keed tqenédr arte ecbrmsr’mgdwnmhwﬂbfhetlheermﬂes@nt i nvention,

whet her a bi.d. is.%gt?%yﬁcessful.degends generally on two factors: the size
of the bidPEpPEYY OUREE BIPAIVE tine at which the bid was placed.

General ly, the |owerTihgabingitRpBadaRREsdchtidseliRbe ¥@idtiog@t bier the bid is
placed, the nore likely the auction participant will receive the full

anount of wmm@ﬁdégqtméd Preferably, in order to determ ne when a bid was
placed, a "time sta ates when a 25
bi d s received rel |a\1/l(%anc{ ‘%ﬂ %E@O(llb ?%%%?Jeﬁé%ﬁn%g“%% ction. As
ment i oned allmmeresiﬂﬁte&pﬁﬁcﬁﬁﬁﬁda&ﬁbnﬂﬂhﬂdnmntmdfreasmrq:w esent invention, there

are two general cate ies of bids which an auction p rt ci pant can pl ace:
conpetitive bid$ and&ﬁﬁ“@%%ﬁ?rﬁﬁ%“@FwteW g tp GRIdpPYs preferably

i ndi cate bg ]?ﬁgt h can be above the M ni mum Spread
set by the galo?lgﬁslg%%ﬁég?&;bﬁpﬁgé aucfeilM(;é}ltg Non- conpetitive bids, on the
other hand, sinply 2Phe definifiobFpragecexpilbisslude thetlettrearoom ofthe bonds whi ch

t he SI dder desires at the whatever the clearing price will be.

AddilPi onal IMPSPEMEr e are two categories of conpetitive bids: public
conpetitive bi dg SaemRA hotaiiBnTIBah hrieyedt Il ehdion WhesysitinloSpri@nt ering a
corrpetltlve 5 a bid, a bidder preferably enters both a public corrpetltlve
bid, or "i metemainatisingnd aligretion ofispapsifies BavpeTosEl Peubstentialdienelits 051 bi d. " The
initial i fe ial investor at
the tine og thlc’lng%%l%ﬁﬂg STS‘T%I?J b\téel\}%r?%& &@Ea%{é}f‘aép%}{)%}gur%f%%%mbe part of such
a firmoff exnvestédcbmmmgmlﬁu;chas‘chmmacmﬂs aﬂdncqmmtthle@acbgmnm:b initial bidis

avai |l abl e to other  potent.i al vest.ors whil uct i nls 10 taking
o1 228"t nodgRopH8 srciTsb gecan tipstacbfRs g Eeufer BB Ry BTl By eat o)
Pref er abl y,wthuttIHﬁtd%ﬁ'd:%fpoéa@@& rﬁ\ﬁﬁc:ﬁd‘l‘b&ﬁs&n@ﬂtgﬁ@é bdrkell Bdndt,he tine of
entering the initial bid, the initial bid beconmes the final bid by default.
Because t hemerging miyketdoads ek bents, comsraditig, 2ok asbmereyrwakdf f eri ng, and
become the ARLR Al BNESLAN i fddoh Wl £y B i cbiel ihe, ¢l ose of Lhe
auction d atron to auction partici pants of
t he mar ket dvpdsu;aconfmérhel Imf:ére:repmghase agraen@nts dné tiedker ool ipvesbngatibl i ci ze the

f bid A ti 1 t t
ooy oo vekeReRETAg ne s aflﬁgiSP’%?‘Si?I{ﬁYB‘FT%éPg"“ﬁcha{}%e?‘g* Bt e end o

the auct i ORyefASRIUHoBBhAN: ofithe QY i@ entidd differldabGantilif 6@ FRhdrndi cat i on of

t he market value of the offering, the private, final bids are 20 preferably
rel ated to tagisiopalndesyriten qriltchtsiugiion sp@lraicﬁff@msm@fmngﬁ a preferred

enbodi nent i ndi cates the
maxi mum arré:a}rll u%'gd%r?é’ ordglgcef%{ﬁ tFég&%ﬁ{ﬁ% ﬁBﬁq ﬁ?ﬁehﬁ(’)@rﬂs&gr initial bid
fromthe flmﬁdmlmlﬁbs&ml@,@d dﬁienhg)wm;ahy etra prgeﬂbtemkmmﬁaysiummf the bid. For

d 35 25 b t
= Ber < bidda oEe veR e B O P Db oMo ERar D4g® RO ne bi dder's

initial bid without losing the time stanp of "‘the bid. Preferably, if the
bi dder goes out of the protected spread range, the original tine stanp for
the bid is lost and a new tine stanp corresponding to the tinme the final
bid outside the 12




protected spread range was nade is assigned to the new bid. Additionally, a
new 30 initial bid is preferably created by default t\c,ﬁﬁasﬂ’i 2008 final bid
which is outside the protected spread range of the original initial
bid."Preferably) the final bidis 23 0 7 SEP 2004 not allowed to be above
the initial indication. This provides bidders view ng publicly provided bid
information with the know edge that the information provided reflects the

| ar gest spreads that other bidders are bidding. This can provide greater
certainty for bidders viewing publicly provided bid information. As noted
above and explained in detail below, bonds are preferably allocated
partially based on the tine sta corresponding to the bid. Thus, in a
conpet i ti velesuibed mExxpn Comp., 187 A7HFefd S¢c. &- %@n@ﬁ&ﬂ) naer. Boi ¥ Hi®d: early and
retain the g t i.s.Qr her bid by not placing a final bid outside
t he prot ectlgg@ﬁﬁ'el\gygr’g%éﬂ.%espr}nS'vi des a notivation for bidders to nmake
final bids whiclThaDetchdsitite: differt ieceptintnetdratiresppen ddny thapectwetoi respect to
the bidder's initial bid. This, in ro.vfldes a notivation for bidders

. Thi s, turn,.
to make their iﬁ?‘PP%‘I“"‘P)P‘H@mg-eﬁ“@&RaH%htée ]P}figﬁglrc e SUNTHASBEPRf s about the
market val ue of thenRlhe aﬂlgummuﬁ,of@ﬁy@mtoﬁlﬁemaxeeptéaersecﬂ s inpetus to

[
make publicly provided bid information available relatively early in the
aucti on process baider, nehiding dnrstitutionsenid el Hilygls as wel @s ragistereddirRlest- val ue of 15
t he bond of fering. As nt i,on i ce
non- conpetiti vquall%f% i rllcsatteesél%f' %‘%’ or&?{%é %%ﬁg%%hﬁgw%@%g?ﬂh?ve bids. In a
Non- conpeti ti ve yRidsEachsidbedied wilhoanls fmabdate deoignitbifonemopndf of bonds

desired, such as.$200,000., For pricin ur poses, the read conponent is
set at the M ni RiffhbSpras igevesabiep rﬁgﬂerﬁéﬁFa’éaf@%té’ff%g@gpri or to the

auctjgon. As wi | L, #8i8%Rle tReBidlidwigi-Ald. bel ow, this neans that non
conpetitive bids are the first bids "filled" or allocated the requested
quantity of bonds. | addition\thgoffesingiptiekis bedsd upenhe viglds specHicf arount  of t he
of fered bonds, hut,.is t Jhi . cer jeld, can sinply

i ndi cate how rrar?‘&/e bidks 400 Ot S ARG A0S WOl Al dd B 1| SRT, y be filled
at clearing spreaadndifd sder ivizidar aht yid vith theloaviedt yisdd/Batapeddrse, [inmted to

submitting only non-conpetitive bids ile.institutional investors can
subnit either cAWpEER PipgrdIGHAt ﬁ%‘}ﬁ‘f‘sélﬁﬁléfg&hf”i W%‘H%?raé‘?ceﬂtﬁ‘ii kP E’&E%Sﬁt ageously

al | qws savvy, i RgksilitthOnalest A8 QIS foQedoR iRt BMRBhAGNhal control over
the final price of the bonds ‘thereby reducing the possible irrationality
whi ch may be i noffodng dde highest eéreptadiyielstis the yreld aliwhichrallethe bangs giér e
substantially 3Q_]i in he. pric f . W G itive bids,

non- conpeti ti vegg?rgggglﬁ 0 gfngmgtmfl (gé% )ﬂgg’ggglé%eg‘%s\géteaa%tgﬁ ﬁ%é ésljfarrp when

pl aced whi ch mayixbEbyisethsied Ted turitiee will booardedno fheisoscetsyul Figure 3 is a
flowchart illustrating a Errgef_erred enbodi nent for _placing an initial bid

in accordance wittd{er L s arics hasedinopahe a&eertsdapfld00, an i nvestor 5 places

an ijpitial bid pRSeSRON i BiffORS adlednda 3By thk MRAtdhnv@sor Wi ll have to
enter quantity and, if the bid is conpetitive, will also have to enter a

spread. Af tragtheh Usiigraither aguaditionalypopln bujidany o a@utchsaustiravipclingust eps 212 and
214, two checks are rf.or .t.h . Fi i . 2, it is
Goter m vod W sEEeREY B TRCerRt il Bl llindihd Bheenldl B3ERAE2, 1L 1S
and i n the wads et afdr thviesions daedemohftraldd istedebtet tlersctioon Haotim anfl t hese
conditions is not net, the investor is returned to E}E%E 210 and asked to

ent er anot HEKIg ke Blars i 1hys. epen Hist FREFSSALLESL SR ¢ 8™ ret then, in
steps214, tﬂ&i@ﬁi&%&%@#&ﬂ&ﬁﬁ%e&ﬂé fotlidRbuctaN9 b&: SEfGn LA dE Y 1S | ess
than or equal to the investor's credit Iimt or the nmaxinnumbid size. If

t he ent er edingertait thaythdyswowdd receivsanyrhendomtibefies finglpreingher one or both of

t hese paraneters, than the 15 i.nvest. or i : he bid
quantity. If th (Hﬁ%{/ﬁf’it“}eyv IS OF%E%UFWé%anozrﬁmgéﬁgguélge @ﬁ‘g{&?ﬁ\%teﬁset ors credit
limt and thakea thaisechitgd. aha doth thefraditiéhabibtatbiuilying mepodent thef t he bi dder's

initial bid_ is approved. As sha in step 216 spread is. al so associ at ed
with the i ri?lftrlmucg?rwmthwl %qsetbbeé\%@?vet%‘“ wr?w E“Pma‘éftne?fm’ bs whet her . t he

bi d jgs comgl kduhaY fraflet Mle of hipakiBlarBxdAifboh® sBQkitFRAEREbd BdcHBebhen, in step
222 the spread for the bid is set equal to the mninmumbid spread. |If the
initial bidh¢eglogsdmetursfofshequogsesi Fonesapply, thereis ne wREWHSIEA [ty 220, it is
determ ned whet her the spread is bel ow the maxi num spread and above the

m ni mrum spread. |f the spread is outside this m nimal/maxi mum spread range,
the bidder is returned to step 216 apd asked to enter another spread. 25 |f
the spread is within the mni mum maxi mum spread range, then the spread
conponent of the bid is approved. Finally in step 224, if both the quantity
conponent and the spread conponent of the initial bid are approved, the bid

b - . S




O 7 SEP 2004 illustrating how a systemin accordance 'tﬁﬁ;%u resent
invention allows a bidder to nodify the quantity corrmeZe ither a
conpetitive bid or a non-conpetitive bid and enter and nodify a final bid
(of a conpetitive bid). At step 300, an investor nodifies the quantity
conponent- of either conpetitive bid or nonconpetitive bid. At step 310, the
system checks whether the nodification is greater than the mninumbid size
and in the correct bid increment. If the nodified bid violates either
paranmeter, then the bidder is returned to step 300 and asked to enter a new
nodi fication. If both paraneters are satisfied, then, in step 312, the
system checks whether the nodified bid quantity conponent is greater or 10
equal to tHhenémerketie alow pefariial invgsters ippsiteantidear wdat 4 sevt §EegEdiiquant i ty
conponent i S : e i: Ol i hown in step
316, the bi er isAhgiZlEréAgh}rﬁlg{eﬁ%ﬂ#&ﬁé:hgllrdggE‘gg&ﬁ)ﬁeﬁgaﬁpﬁgggf%%}ag'ce a new bid,
that is, a ibfotndtiauibat svhaeie siweeostizrpotettfal purehdsérelbdrevelthtes not wi sh to | ose
the time stanp of the original, bid, hef or .15 tBlle i S ret.ﬁr%d to step 300 to
make an appPOBPRLIEEUHY & Qi ReAMARAL ol jspeurifies BHAYLPUGIEE °fF'sh to enter a
new Bid he dﬂiﬁb’aﬂi@a?ﬁce@ﬁ&b&ﬁ's& 240 tHeQeduiey 16 Be@husdrased! Fin@h/ﬁ,ngl ng a bid
quantity by a relatively large amount, e.g. nore than 50% can have a

rel ativel y simailaydeadsigesclor emilerrgadsisecunpieonaahave fiffereat dgmangiebyi ded to bi dders
during the [, Qn: ) ?pﬁg I - irs,0L.d: quantity coul d
20 introducdgﬁtg%dég{ﬁg%ﬁ%%@grd %lae‘llngl Bl?n ot bgﬁg%?%s?%ﬁg{g@gbggussfb E:cor di ngly,

bi dder s ar elepnsf for apiricdirsggrufaepadtyfis oshnetrasugiynggdod éndicdiradf quant i ti es by

such a large ampunt, .Preferably, if a hidder changes hi r .her original
bid quanti %ﬁwﬂ@raw{@@{%gww Blvphere e bt 156 °6nd ¢ he bi dder
nustjgent er c@ﬁﬂﬁ‘ﬁlf&iiﬂvéé@o}sfw&ngp@w%éiﬂ‘g&h&%%s of BaIRkOEng trdditidnel new quantity

conponent of the nodified bid is greater 25 than or equal to the current
bi d quant i tetasspdielae typseh Duigh augtiep Is3sad intthrepreseat iBnsWRBARE whet her the new

gquantity i 0%, 0r e..ALlgl i nponent. If so,
then, at sf"él%tﬁ’ﬁ%%m%ﬁ%’?bﬁ%@rﬁi"éﬁtﬁgﬁé’g‘ gﬁé%%g%%gﬂ*g?%hé%& dlike to
enter a newsdl s otkddsvever, if the new quantity conponent is |ess than 50%
nore than the origi nal antity copponent, the .chan i.s accepted, the time
stanp 30 is pr ei‘bt?‘%’é?feé%g,em}algé‘é’ﬁ%ﬁ??rﬂlaté?‘b‘b’nﬁ@?g ?’1‘?3’%?89\7‘5 ﬂﬁg ity component
i's disspl ayetaig i@WwhRh ﬂ{afﬁﬁ?@d Al be s indSERn 20 4ol ks igsRd above, a
conpetitive bid also has a final bid conponent which is not made public
duri ng t he ragiereblpprovidefl eriey tagheayation. tsldpiogalbverafentigl myessgrs wobbe a bi dder
enters or if] [ ' : j1t:] id. As shown
at step 40g’?gtt%e%?ﬁivér\%?m{)aflg@c%:nggrﬂﬁglﬁgﬂ}qp%?&z’%g%g}@?%g}ﬁ%ﬁﬁ%%et to the

i nitial bidhecdfgpapamntingiiie cefwitn ailddsever, a bidder preferably is able

enter a final bid ich is different fromthe initiagl .bjd if. the final bid
L ese fhan t RESHIRTd Ao AT S PV IHr hev Rt raterhs aidiohnnge | om t he
i ni tagal bi gnorti%‘ﬁ%'?f}ﬂiomﬁﬂg ils@qﬁl aﬁﬁ%&‘ﬂi‘stﬂ{ei@h&ﬂ)fﬂib@ﬁ&ﬂi@ie§ﬁﬁﬁaﬁﬁétﬁﬁ%ks whet her

the entered final bid is less than the initial bid by no nore than the

Prot ect ed SpfcBaglandaneung the ayations Apghowndp stgp &l of Higure heviieligér is 10 gi ven

t he opport yyi } . . %Eﬁ{ ish to enter a
new bi d, t@%‘i}fl&%gkﬁﬂég éne?\’t??‘ﬁge\%g{ %Seg%rietbeg Bﬁ%ﬁé tuﬁ‘céiﬁ%lﬁégsg%n ﬁfoes w sh to

ent er a newcturdibncawith h praferred estbegiméhidf thee presenttinvestiat, anpr tbgnassi gned to t he
nodified bid and the initial bid colrﬁ)one t of. th({s.noqlitaf%ed bid is by

def aul t set?Ueifdadn FHek $OMBENGAFSS AZANGR G IO IBRHEHENIAVISOT ek 8¢ 5FYder 15 desires,
howexer , aRyikHk td @hd\hﬁtgb&hcféfﬂrﬁghsiﬁ% QHﬂiéiﬁ%mmwcﬂaﬁa@kys_mndmcan be entered as
long as it is greater than the new final bid and within the protected
spread rangecosdanehwith theprespitdnvepieqn rificmas shovaria pten 102, therisjupe new final bi d
entered at ] . ri:qj i ni ti [ Jjore than the
Protect ed §§fggséh‘%§§§8%?&%ﬁgﬁﬁ’g% ag’ltc{é%{ @?Lﬁ?}ttg ék%%v(\i/% ﬁhl‘%?issggdé? S accepted

W th no chaifi@geng. rPrefaeably, this Sraementat leghity finding @OthAlssear catgpiti ng bids for a
pr edet er m neg( am)uniﬁ.of i me, % set in the auction parameters, the auction
i s closed 2R WFORBEHLR BHAFUChSEHEl WP ccept ed and submitted bids cannot be
changed. Prici ngeansk £hihi6atiedncidBasictndntetbinth, Wlkidwi REREUOZS Wi | |
receive for bonds sold through the 25 auction process is preferably

det er m ned theoissugnandipr epesion geyipe greblsde detpmpyne prupher ahpuetiod he final yield is
determned 30 mnutes after the auction close. Inmediately after auction

cl ose, however, a spread at which the offered bonds will be sold relative
to the Benchmark Treasury Rate, or cjsearing spread, is determned. Figure 5
is a flow chart showi ng the process which is used to price




30 and all ocate bonds in the offering. 27 07 SEP 2p04 As shown at step
500, non-conpetitive bids and final bid conmponents of cﬁnsflp age bi ds are
arranged in an array fromlowest spread to highest spread. As ted above,
non-conpetitive bids are automatically assigned the M nimum Spread as
determined in the auction paraneters. Accordingly, non-conpetitive bids

W ll be collected at the |lowest level of the array of arranged bids. Bids
havi ng the sane spread are arranged in the array in ascending order from
the earliest tine stanp to the latest tinme stanp. Bids having the sane tine
stanp and spread are placed at the sane level in the array. As shown in
steps 501 and 510, .the | owest bid or bi cfsnglf mul tiple b}ig_%}s.l.o share the
sane tine SHARFFSafizusssd mpdptailpelonsprsiaehly insluding paragisterg et i ent quantity
demand to ftﬂe!plricéQ’f‘dtgﬁ?iizesdﬁ}?eofﬁﬁggeﬁ%sé’ﬁucﬁﬁﬁﬁfﬁﬁrﬁger?hﬁ%ré’i’bﬂaﬂ)lyr ecei ve bonds
at the clearing spread. Then, 1n Step 512, the system checkS whet her the
aggr egat e quidivizied (o mkenfislcapliancgaiicpantequal s or exceeds the deal size. |If not

51 |, then the next highest.bid or bids in the.ar accepted. The

syst em | oops thﬁ&f&ﬁurg‘t%%%g“g‘fﬁmﬁﬂ%&l %cfﬁrraﬁrhctg i%‘flﬁttﬂ‘%%g%é{raegat e quantity of

accept ed biifigntion, Badels chiopeferdbliyeslbdertwd s sfitedsdeadmsiiriee id 3nd Ahen, as shown

in step 514, the s_éste_m checks whet her all of _tﬂe Eg)cceg)t ed bids are

non- conpet PP > DIg; , M east one
np-ginpstife bifs Asgtplayged bejowgin detail, hids ippgecofisa prcey

conpet i U VeoidheAGAER Lk ffbofis SROMBor: LRl ERAPAE oo ehi@aRT ng spread s

set equal t%ﬁ% hg spr etgd 01]91 th Oﬁ_inst accep eld bid c§r glbi_ ds (having the sane

spread and tiRQlotlirmenonntanfjsdcurities debireddfy theidder emdrare autpingiécaly e non- conpetitive

517 then, as.shown.in ste 18 . the.clearij. e i t either one of

Dwo va ues SO hEi o iR b ARiGER i SRR el g byt he

accept ed bigdsmaivaghiyncesdl aldndetiivededd prefezbly Haosistsh aiphdntibe awar ded at t he

m d- poi nt between the M nimum Spread an 25 Naxi mum Spread. |If,

however, t RRIMBRIGRIHE L BIER cOROpGRt Bhosﬁb?ﬁﬂgeﬁ”ggﬂé’g?g&“@ybeﬁ]?@g%%pept ed bids is

greater tngfnkiig ada_@hs Sk BR1he RONRA piadnkicRe AMRHAAH, 8dmidiavddind mum Spread. As

shown in 'step 520, if there are nultiple bids wth the same time stanp and

whi ch spr eagfadipbave atprizeta aprapanhes, eicd Aripniging prkaltpcatidrerndsanbiic are al | ocat ed

30 anong these hi.ds,on.a pro:rate basis, .T > - the system

et or mt ves uinevRts vpRfiheBra5 el AMae OB oddBe R affdich 1 BIRT I

greaser thannbhgredSand v ciSEBre284blfaddtedsto 2ie privhteicbmpenenntByp23, that is, if

the aggregate quantity conponent of the accepted bids . is equal to the deal
si ze, t henhavadg apibkR 2R WW&H@“B%@WEH\?&%‘&Q%‘?G%O@T%‘“% ded bonds at

the cl eari paq&PLRASRECARGhRSME RN RS ARk YR BPAT Rk inB WsthoftS Shown in
step 528, 1f the aggregate quantity conponent of the accépted bids is

gr eat er t hzquiring thidaddes fozeyeat tracthoekmphis@r bérdid ini Finatlhas Hioginest spread and

the latest ti tam. W.l |, be awarded .onl.v.a ROLLI : ired quantity
i ndi cated BYP ?ﬁe iag&o?ﬁ%dﬁ% tafl%%s 5’\592?“31% fo, &%ﬁ@gg‘f’@“ l@g%al to the
di f ber enceaketivagssebhthedtaionFindlorizhd i¢ fenpdgel. egat e quantity of bonds

requested by al|l acceﬁt ed, bids m nus, 10 thﬁ- quantity of bond(g request ed by
the accepted bitdexhi BRIHEINTGHASA BIcHeAR 2k ra1ITAIEY N i§ CPRAUEES . _

Addi ti onal by ihe@fct Qs BaLiERly R Qeard@Peide Wd@deﬂﬁe%r%@in@%id’éhe clearing
spread. C osing Bond pricing ogcurs approximately 30 mnutes after an

auct i on t erastivert ding 15 anhiéorsin ordeoflomibestdo werspandfpsiclBitye efierisg A ned by addi ng
the cleari spread. to. { he. Benc k .Treas t h upon rate on the
bond wil | b% ERricgat Wﬁ'@ﬁ 5@&3%8?1&&?%38 c%u%ag{eoéatggmgm}dga%ﬁﬁ?%ncr enent

det @f m nedaliytafel @ 4iBisddars Hndinginclukioely bekviesiDthe bddnbidyoice apt thee t hat
corresponds to the auction yield andej%gu on rate is pref%rabl% rounded to

three deci FEMEIPECEsPretapabhe ancigpybiqy REFBNGSehRtat o | | ON

of a benchmark Treasury bond at a time after the auction has ended.

A securities distribution system in accordance with the present invention
provides a number of significant advantages over a traditional fixed income

30 securities offering. First, because issuers preferably enter into an agreement to
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Wil e the follow ng description of the preferred enbodi nent articul ates the
current operating rules in terns of an auction and syﬁf?eggfpomed on bond
or 25 debt securities it will be clear to those skill f e arts that
these and simlar rules can be used in and for simlar electronic auctions
of securities of any kinds as well as for simlar auctions of nost
commodities. Simlarly, while the description of the systens hardware and
software and their current architecture are used at present for auctions of
bonds and ot her debt securities, it will be clear 30 to those skilled in
these arts that these and siml|ar hardware and software nmeans 29 0 7 SEP
2004 can be used in and for simlar electronic auctions of securities of
any ki nds ass!lhengs bgtorg gyicing ofiallegatien @it HoBfsoc s B OBRGRFIaY ks, Technol ogy
Enployed T =Ipl=el I ign and architecture
5 devel opegﬁ%t% W %@h@%&e@g??@%{ﬁ&bﬂ@e@ys&ﬁ bgﬁslslgﬁ equity underwriting
pl atform This iAlsgdsardrbmérmatidnvenyaat atedeatlge mdnade avpidbictat i on seri al

nunber 09/347,949 fil ed Jul . .199 i,S i.ncao ted fully herein by
ref er ence. *?Heestoéwciré%ag’r?&'ﬂ'i{geo(%érﬁw%gg"ge%ﬁﬁffa&mp%?H) atle§erver architecture
that gan bedipabitidnlsQNass. FichEInd 84EEiH inIrPERISOHRddSaNd stiat@dar d net wor k
protocols. The core 10 of the systemis the O der I\/anageément Server (OVb)
whi ch uti | i etormpasaseaiess prblicizedprfor ihibe gpdion. Addigenayaurthrat iBhse to provi de
Lransact i ongAgi G By @ERSH0 GRS AAE% pCLIR infQRROBERSRO! Lhe system

interact wt via a distribute ssagl ng syste to handl e

adm ni strat ammnl@pﬁbhamag&wmubhc @ngposent uf alt hidsasahdydbeatniaavailabiee novel ty of
the present_inventi i nc its. 15 . differences fromthis prior

vent on v o essBiiPierd Rl dntadiind OGAT B CRRERT CPERATI NG RULES
In tie pr Efeﬁlﬁrﬁxﬂﬁigeaﬁﬁvpﬁihﬂéﬁﬁﬁateq bitdit S¥fStRTbn ohievekolslaivivitg rul es govern the
participation of buyers and sellers of securities and are consistent with
current FedéV@Fm%éecgﬂ%ﬁéE‘%gEFh@@ﬁ@%é?%‘?‘ﬁdﬁ@’the sal e of such
securities. e%&ﬁﬁ@tteﬁ?ﬁl@caﬁ }ow Sdter eH;lfwo%ﬁre(uS e retﬁpin?ﬁ(ht) shal | govern
the partici patlon by pro pectlve ers of securities (the

" nvestor(@sh)dwﬂual hreeiﬁnepﬂtﬁanddnl:sly@bdmdbﬁttgtortedi olebﬁ@‘tnganilc auction system
(the 'Syste t he enBoo. stem er at recht + Co.
ey b Ripl pe B RESG SR el SRt etiha T or

Par tjsci pat i igVeshed @8 e tacosd B n¥Wiflxe@hcotié effvrigh, Siclinglggh-gfad@ar tici pating in

t he OpenBook syst rees to be bound by the Rules and to consent to the
parti ci pat|cevrpoeaafteb@ﬂd@gfemgﬁeyh@ﬁ@thlqmwe%b@w@é%wcaygqeéwn d¥hese rul es shoul d

not be int ncl udi ng
docunent s éﬂg%@%{% g gﬂ%m%n%&mtea%m}tggﬁ?%m?ﬁg%ﬁoo%r Agreenent, The
30 07 SEIR)@(MH@ 1ﬂqnamBnaﬂmx®;¢ensmymam uhe pqbit dnahefRgr deneersingnd any
anendnents i fi 1 ab 1.2. WRH has the
excl usi ve r ?Y)ergt}‘?gﬂg‘e &Wﬁ et”inﬁé"%FrS%EEirﬁ@ é‘i‘f’gh(wsl | post such
anengent s e]tyh ogaq@mowaﬁgmamﬂmtors wi |l be bound by an amendnent
after the ef ectlve date set forth in the anendnent. 1.3. WRH has the right
to cancel any adiditignalis therssperof digisecugitiscdass nehaws e mes 2navd Becur red t hat
woul d inter er 10 2.1.
An i ssuer #&ggﬁﬁﬁ&e@&ﬁ ﬁ%‘%{%@&cﬂ’s& @ %lﬂﬁ?t ec‘?m %?fgcs?ht&ﬁg foll ow ng
terns that thu':inlhelbm eﬁiﬁnmmrcseﬂthc)aled;ttmm@getmﬁoﬂlhlssylsacbfmltpgeooslytﬂsulan auction: a
m ni nrum and 3r anount of. .bonds t. 0&& i ssued; a reference
Troasury. odB g s g b IRy R ASSHIS SRR y 1 o bonds bei ng

i ssusd (the " Bergbagdtion TysRaspHoVidds grardr odiathy ikl fHeamieakibAbr 15 (a " Spread”)
over the Benchmark Treasury for which bids will be accepted (the "M ni num

Spread overseguiibienaserpulektothess digf gesire themhg mesimAdioratiop antased oover t he
senchmar TG, LOE B E B Syatld Py AECERL o 05 g Spr cad

over t he Benc a maxi mum-r rk Treasury (a
" Maxi num Bemdhweatokis willing to pay for a security and the earlier they place their bid, the

more likely they are to be awarded securities.
30 In a preferred embodiment, offerings utilizing an auction in accordance

with the present invention will be conducted through the use of a software system
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20 Treasury Rate"); a mninmumdollar size for Conpetgt.?:@HBa (the
"M ni mum Conpetitive Bid Size"); a mninmmdollar Conpetitive

Bids (the "M ni mum Conpetitive Bid Increnent”); a mninmmdollar size for

Non- Conpetitive Bids (a "M ni mum Nonconpetitive Bid Size"); a mninm

dol lar increnment for Non 25 Conpetitive Bids (the "M ni mum Non- Conpetitive
Bid Increnent"); a maximumdollar bid quantity (the "Maxinmum Bid Si ze"); a
maxi num Spread under an Initial Bid that Investors can nodify a Final Bid

wi t hout canceling their Conpetitive Bid (the "Protected Spread Range"); a

maturity date for the issue; a coupon frequency for the issue; an auction

w1 o s10velype e Suighern i B Faifrenly i 1B B l<Ped Wibert noy Sl et “any

addi ti onal détﬁrtseovdeﬁne@sreemmaﬁméﬁmaipleaas,sdctswﬂthezaffznng@ecdsasuer and / or
WRH has the right, but 'not the obligation to cancel an auction on the

OpenBook sipsiuging |S¢b5@11lilé10ad3tﬂ§wg apd é@ﬁ%ﬁ“}ﬁ ks & l?eema?réta% HOVEYSE: t he Maxi mum
Benchmar k Jr {eaaégl{%e &d%ilo%hﬁe!‘ﬁ%e%ﬁ’ él@xtﬁ’\'ﬁ@ﬁ}é@sédt announce the

exact dol | 4F size o sue at so pre-specified point
durisg an muaitioﬂmyh’&acleadlbggnﬁmimbeTh’esmdmtwehrbaw'dlsloﬁwmmnd and end at tines
det er m ned ba/ t he Issuer and / or 10 WRH. Investors may not place bids
prior to tAEINFEMOAEES after the end of the auction. 3.2. Investors may

enter a desiredsRHbARY, b Hoted 2HROA E fritirdahl aistibanish dywemSpirads over the
Benchmark Treasury, "in one basis point increments (collectively a

" Conpet i t i preseBt mvgnnonsa@e@pmlwd\mw ae ohfoayitn Péerf?réftdsenﬁ’o@&?ﬁbt itive Bid,
the first &9{ cad veR bg Wp?rﬁ dé:e r{b,lad Qﬁh?&ﬁé@ HnbLordhhes Péc‘ﬁ‘i’c‘%ﬁ& ors on the

OpenBook s Ity o Investor w remai n anonynous (an
“Iniwial Bcdﬁ@rateBoﬂisZAdﬂ'ﬂnenzﬂbcmnﬁhggprEaudsbﬂmpmléhﬂérefmeﬂ gt be revealed to

ot her 20 Investars until .ft%thg Clp g ﬁ &the wl aI Bid"). The

Final Bid fFH)S ploptelsd g oy APt Pec 8 By HOF &M Ran the Protected
Spread Rangrred 1 with rebpRt lofthd infkesBiatt pMd dn thoduchiéned dbiidsqtlagveltbr m of f er on
the part of the Investor at the tine of the auctign close. he Final Bid

and quant i thy interest gaippAie AR 2 srieckedtbspeREart ireasumbandy; This QERERVER DS firm of fer
on the par%efe?{ed%@ﬁer%xﬂ‘é@&% Qgpr&gé’tﬂ%ﬁ)'bgﬁot@& thtdhﬁe RWeE inf3pehRaR: 3-3. In

addition to tive Bid, Invest ors may enter a desired
quamiity orowleﬂmdmterastmmd: ﬂmnssuamdtsapaSpmemboequ@bnsmlenmélthm mum Spread over

the Bench n‘ﬁ)wc(:r t-[l[': %&géﬁ’ (Yf a(g(lz‘.(?elnlm E].’{CVII?OI‘ at%’actwe i 1sc%rme? itsél.{[elr ve 30 Bid").

Subscription
In a system in accordance with the present invention, investment vehicle
offerings are preferably accessible to both institutional and retail investors. In
20 order to participate in any given offering investors must be registered with a
designated Underwriter. It is expected that institutional investors will be able to
register directly with such Underwriter, but that retail investors will typically
participate via on-line brokerage firms. On the day the bonds become available
for sale by the issuing company registered investors can submit bids on the
25 offering. Preferably, bids are submitted electronically through a web-based
interface maintained by the Assignee, W. R. Hambrecht Inc., as the Auction
Advisor. As discussed in detail below, any investor making a bid will indicate the
number of bonds such investor would be willing to purchase (“Bid Quantity”) and
the spread the investor would be willing to accept (“Spread”).

30 Set-up
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will be marked in one mnute increnents at the tine tion of a bid
is received by the OpenBook system (the "Time Stanp''). 3.5. lInvestors nay
pl ace only one Conpetitive Bid and one Non-Conpetitive Bid at any tine.

3.6. The quantity conmponent of a Conpetitive Bid nust be greater than or
equal to the M ninmum Conpetitive Bid Size and in an increnment evenly

di visible by the M ninum Conpetitive Bid Increment. The quantity conponent
of a Non-Conpetitive Bid nust be greater than or equal to the 10 M ni num
Non- Conpetitive Bid Size and in an increnent evenly divisible by the

M ni mrum Non- Conpetitjve Bid Increnent. . 3. 7. .\Wen. added together, the
quantity conpo%ﬁ’{ﬂﬁﬁj ftoe?“@iﬂ%ﬁfé‘tqum’/% aB?Sﬁueéﬂﬁse_ﬁurﬂEﬁ%%?%setﬁﬁgti ve Bid must not
exceed the,l &3 ek idf adths! NNEKiRior & thS @A the Ishidr tvodll 1keto £J1 RH or the

Maxi mum Bid Size. 15 3.8. An I'nitial Bid and a Final Bid nust be greater

than or eqberdstaed artaogdlto havginSpcberhdyiseroffen andsel dierhong isfieasury and | ess

t han or eqyal t he. Maxi num. Spr .t he Benchmark Treasury. 4.

Changi ng Byﬁo%%?@e{ﬁ%m?d)r%eis.Otﬁﬁe\}%%g%tﬁ%‘%rgé&change a Final Bid at any tine
durimg the auctPrudto Adnfucliak aBhebtionsh idecrlaad’sr thbhanrtion advipgal to the current

Initial Bid. 4.2. If an jnvestor attenpts, to change Final Bid to a val ue
that is | eSECTHAR FHTDET o AFUAD RBFAPEYS: ﬁg?ib@%n?ﬁﬁ?emﬁ%&b& & spread Range
(a "D squalibl,adsBictahoddcdd b polchital GRBEBAAK: 6 YiRisei oMthd audidromat i cal |y of fer

the Investor 25 the opportunity to enter a new Conpetitive Bid with the
fol | owi ng This fesreatvaisgzedusiapiovidesa peersipbiavestos WéH4#igeorBy the I nvestor: a

guantity conpanent .equal he A2 ) revi ous

Conpeti t i + STBRARE B hont Bt n%ﬁ%@%#%}“%ﬁ%“%E%Mé’ae‘&%ﬁ"“?%‘h? he Disqualified
Fi nad Bi d. previdusly (8ed Homt sales arhaitjuasditcisged iheheFpuckgrducionpeanent of a

Non- Conpetitive bid. 33 _ 7 P 2004 5., .Changing Bigd Quantities 5.1.

| nvestors may CWF%S Wﬁ%ﬁgﬁﬁ%ﬁ@%”S%ﬁtﬁg%?@E%pﬁp%edBi d or

Non- Gonpet khbyBnit 134 toBB YinddrilBodtHktlif g wRinakCA I of the preschf an | nvestor

attenpts to change the quantity conponent of a , .
invention to include either greater or fewer auction parameters to be decided prior

32 0 7 SEP 2006 3.4. New Conpetitive Bids and newgNen itive Bids
SRRk,
). 3.5

to the auction and announced to potential bidders.

15 1. A minimum and maximum dollar amount of bonds to be issued
(“the Minimum and Maximum deal size”). This provides a
potential investor with concrete information concerning the total size
of an offering prior to bidding. The precise dollar amount of bonds to
be issued is preferably set midway between the start and finish of an

20 auction (which preferably would have a duration of from 1 to 4 hours)
and will be between the Minimum and Maximum deal size. As
discussed in detail below, by the midpoint of an auction a substantial
amount of pricing and demand information will preferably have been
collected by the auction advisor and disseminated to both the issuer

25 and the bidders. Thus, the issuer is advantageously provided with
valuable pricing and demand information which can be used in

determining a final dollar amount of the offering.

2. A reference Treasury security of comparable maturity to bonds
being issued (the “Benchmark Treasury”). Bids are expressed in
30 terms of a yield above the yield of the Bg:nchmark Treasury, or the

spread. As discussed below, the auction process determines a spread
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Conpetitive Bid to a value (the "Conpetitive Bid DsqbﬂgigﬂPea [ﬁjantity
Conmponent™) that is (1) less than the currently exist ¥ y conponent
of that Conpetitive Bid or (2) that is greater than ' 50% nore than the first
guantity conmponent that an Investor entered for that Conpetitive Bid, the
OpenBook systemw || automatically offer the 10 Investor the opportunity to
enter a new Conpetitive Bid with the foll ow ng val ues set by default but
subj ect to change by the Investor: a quantity conponent equal to the
Competitive Bid Disqualified Quantity Conponent and an Initial Bid and

Final Bid equal to the Initial Bid and Final Bid conponents of the previous

Conpetitive Bid. 15 5.3., If..an.lnyestor npts to chan the quantity
conponent of a Noﬁéﬁ’ﬁﬁgfl?etqff?gggf’@ét%hge\sl‘iht(fge (cﬁ?‘?émgﬁ%ﬁfdcgﬁrpheeti tive Bid

Di squal i fied QuantidyyislanRweea! is badeliah theSyidld 6f the Be&®EmbikaNedshg, current|ly

exi sting quantity conponent of that Non-Conpetitive Bid or (2) that is
greater than 50% ridtieh eangpntinyetof fuctategiiary ¢leaying sprpesHidabed®hat an | nvest or
entered for that 20 haReCOfRt it il BRRERRRAK. HYBLFM ||
automatically offer e I'nvestor e ‘opportunity to enter a new

Non- Gonpetitive BiRbnvirhdrk Theasfrpbd oy afted thedosalf tHeyudehaul t but subject to
change by the Investor: a quantity conponent equal to the Non-Conpetitive
Bi d Di squalified. Bi chifaimi hid/a Garpane diffeatdialoGpnkalecbmaekent equal to the
M ni mrum 25 Spread over the Benchmark Treasurly. 6, ward gf Bonds 6.1. If
the total quantityl"6rsushiISviHehbidsvillbesecente ﬁ%ﬁp@f‘{‘ﬁ% 8% NonConpeti ti ve
bids 1s 1 ess than giaqnDenximiifspNRtl-Rapetien)! abiddubisnot 30 the
obligation to cancel the auction and reject all submtted bids. If the
total quantity of iblorigionggoriothecepipniaklof @pensten givesaotgntialNon- Conpetitive 34
0 7 SEP 2004 bids.is |ess.than.th L. S [ not to cancel
t he duction, the L}Wfféﬁ'ovﬂntll&eﬁgogtsh%%}g?g réh%%ﬁ?ﬁ%@gﬁﬁ?f%geﬁ-b ﬁ&nspeti tive Bid
with a quantity cqagending ot gleld of thdBendhrhirk Tecsswry B0 mimees dflee Deal Size and

the total quantity of bonds reguested by all Conpetitive and
Non- Conpetitive bitE&‘EIOF@.OE%GEPCt{OHE ﬁﬁ‘&ﬂ?}/enaﬂ %YFéth‘dﬁ{‘ ST ti ve and

Non- Conpet i ti ve Biisroiih by B aa S8 add 910k g tid@WeSkdib@yt he hi ghest Fi nal
Bid or Spread conponent of a Non-Conpetitive Bid. Except as nodified by

Sections 6.3-6. 5, fg{m [ ' -@p%pﬁlryi Y i ill be
accept ed starti%’g W@%&pﬁg@g@g@ﬁg}]ﬁgﬁ Bid o (Eﬂﬁe%il%lvl\glggw Spr ead
conpénent of a NorBeSommatk TreasirBRataiint This idécateg g regmtuan gekdefitiey of bonds

requested by the cepte i ds i reater,, than aor equal to .the Deal Size.
The | owest Spr eadaEfceé‘ng?arg ﬂg‘i"‘s%sﬁ?et%su%a"ﬂ%Hlec?fl‘gtfontfﬂ%%f’ﬁ B35 U bonds

r(équest ed gei ngdgrr%%%gt %"hgﬁfﬁﬁgé.?w% cér@eltah%ugﬂﬁﬂlit;]tﬁé Zaﬁudl&e&&iyllz edI t ged
"Clearing Spread". 6. 3. npetitive Bids_that have a Fina i
conponent or NoncdAges Brepigethm ths Maxppum Boechpado Freaync®#ponent that equal s
the Cearing Spfp_egfl will bgdggrgn ed frotr%eaélg;géi to Iat%_zitg Ti me St anp.
Except as nodi f Ped mjniguan sge forpqmpstigye pen-ganpEtgye and
Non-{onpetitive Bi o J- 1 ! .5 R qthes liest Time Stanp
untilT the 20 aggrebggst'\é*h(ﬁgulgﬁ%i@g&g?&l@g%ﬂéﬁﬁég@ggﬁtlgg%g]gﬁgﬁ%’flgccept ed bids is
greater than or equabpetitovetbivcorlBamh-cGnpaitivBbals Thhstpatsmeterts resdaore Ti me St anp

and that have a Spread co nent al. to the Jearing Spread wll be
awar ded bonds on PTPEBLIRPHCRHL %fe"gg?:raﬁzﬁqolﬂ S ygic B‘quéi?‘%dﬁgﬁcte?w of bonds
requested. 6.4. Ifadﬁ«ﬂiﬂigtk&ﬁd@c@ﬁcjﬁeﬁmomeﬁéﬂ.tmfcﬁa@my,tahmag&mgate dol | ar
gquantity of bonds 25 requested by those bids exactly equals the Deal Size,

bonds wi || be awaridestonmay hee thise pyrempfersie foteranng Weethar Be AU Spr ead over the

Benchmark Treasury,_. B - . QVer nt - r ry. Except
as (r:rjédi fied by SeéYI?I%g t‘gg. %’35‘%5?@ lg%i"e%?%@ el @%@gﬁnﬁe&#{iaﬁﬁﬁgﬁﬁut he
aggregat e dol | ar qomptiitive bids niayniels necqoe etyexd theymidBmitnn dsltar bizelfori s great er

than the Deal Size, bonds. wi lﬁ1 be awarded at the M ninmum Spread over the
Benchmar k Tr easur yPonggmpetitive bids.

6. A minimum dollar increment for competitive bids and non-

competitive bids. Bids must be made in these pre-determined

30 increments. For example, if the minimum dollar increment is
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a 7 SAP 200 6.5. If the aggregate quantity of bonds reguested by all
accepted bids is greater than the Deal Size, the acceﬁ]ZcﬁBPciﬂ[lzvith t he

hi ghest Spread and the latest Tinme Stanp will be awarded a partial quantity
of bonds equal to the difference between the Deal Size and the aggregate
guantity of bonds requested by all accepted bids mnus the quantity of
bonds requested by the accepted bid with the highest Spread and the | atest
Time Stanp. 6.6. Al Investors that have a Final Bid or Spread conponent of
a Non Conpetitive Bid less than the Clearing Spread will be awarded bonds
at the Clearing Spread. 10 6.7. WR Hanbrecht reserves the right to reject
a Conpetitive or Lidve: Rid; : A bid that is
accepted by WRH wwogg’ﬁﬁl?ﬁ[gggﬁh}?ﬁécg{/%e@gg%?ﬁgﬁﬁ%gf&% pur chase
securities by theetampis6od,5008ould bePcbeptery Thesk paBowtirgare gt ilg occur s
approximately 30 m.nutes after. a uction termnates. . The a ion yield
(the "Auction Yi eW%ﬁtq@mﬂﬂﬁt@Pﬁ?ﬁﬁugvs'a Iﬂﬁllr?%d@faéglrcfeﬁlgen p% ead to the
Benchmar k Tr easur yorjatifive FilEmePbE Bt dodd ot @Bedlth Be, Betdmaiat fhebe set at the
Auction Yield rounded down to an 20 increnent. determ ned by WRH and t he

| ssukr. The bond prniwamideler ingepey (5 Rge-cpBPtiEe Bdet i on Yiel d and coupon

rate is rounded to three decimal places. The Auction Process 25 In an
enbodi ment of theAimyemumodellan hidguantinetthotMaximug Biddizesy Te present
nvention is shown 0 Flauk e L ANnERodh AP Blaelcah bR Bvent ion, an end
user of the auction nethod and system of e’present 1 nvention uses a
standard web br owsenbififlg tHedidier essnpetidiveabid etdvamlcompeitivedsd. tThes | nt er net 602,
both an information website 603 and the ufc@il¥I n_server .604. .The information
website 30 603 najBBECIELS S IQPEYFIE Y STElRY! BAmURY NG A JORERITS s

i nf g mat i on about ;@fEREAYR spREd tdi By B4GLERA. BEEREHS HPfanidie, Met hod arid
system of the present 36 O 7 SEP %004 i nvention. The auction server 604
may contain the athenicemakayythaslepringspread hstter reflect atree M8&st are run. Figure

22 shows an exenpl ary.: i t he physical network for the method and
system of the pr egagl‘ﬁ%{loﬁggg’%toﬁg%ab%{dﬁut er 2202, such as a G sco router is

connected to a hetwork, such the | nt.ernet .n odi ment of the
invention, an a cf\ilﬂ?f“g’f)'&ﬁpgﬁqul}%ﬂwn?ngapn%fiﬁ%%%;oﬁeghgg@?%sﬁ%f t he present
invention is depl esemodify #Fial BROWithau chwiihg theirtcomipetibabides a 100Mops
connection to the | nternet 2201._ Rout erséé(gz is.connected..to switch 2203,

whi ¢h may be a | GthbBrotestadotreadRangs™h seapsedi MgreaierAeBill i ¢ net wor k.
Switch 2203 is 10 & UGubROsrfd hARoel MBh paeid, which may be
desi gnated as thebﬁ%?’r%fogﬁﬁtéﬁ%obﬁ&g%r\%r. Sg\#tch 2203 is_aglaso connected to
backup server 220#reagtvompomcay The ReisétefhSnread ReggaisvkamaximeRup server.

Pr oducti on auction server 2204 and ckup..ser nnected to
switch 2205, whi cAPREY eﬁgreﬁfgg?ngtﬁ seog%gslf)ﬁqn\l/tgft")eﬁ%hetﬁ %gl?‘f??%sﬁnret%gh and may be
associ ated W t h acqhpondit@anBbs ¥asw thelpiblédspread canpuadninetiouof the inventi on,

digital streans to and fromthe Internet 2201 pass through _nuter 2202 and
the®) swi t ch 2203, TRRTIEE CEICPERCR a‘éfh’i?tﬁngﬁ-of@f?ﬁftgﬁ C‘EfPEe“’PP’%JP’ﬁi E%ver the
associ ated publ i c natMO5 #0REPYMELd RIhBUGH RT04SBIYQEARB4sis Backup ser ver
2206 may al so be on the sane associated public network and serves as the
fail-over for thepgnispansta potentiaignicstorssempetitive agual (Sikliekd 2285 serves as a
20 connection to the_assogj at Ivat e ) ot her

non- 1 nt ernet rel a{hgﬁ ‘}ﬁgﬁﬁaf@ F?%%r?gé Cw%tﬁnre@ e%%Ztg&g&téﬁ&%@gé\/@gw of an
enbodi ment of an alghdriig teadorpetiBIMid. Ohs dikmssrabhiod, thagrasyesilem of the

present invention. Auction server 2301_r,r$g_ ontain ong or g@re dat abases
23025 an OVB 2305SPreadgpReciieids fusausedbaprigng BEOMALGN IBREdsd BB3YY and an

adm ni strator 230&urir@t’agxtaiuﬂtﬂﬁ% rei383ne AR YIS IfdhRfiorAdff wifdhdndi d manager

2306 all have access e OW5 2305. In an enbodi nent of the invention,
aucti-oneer 2303, &datipnicisg obthe offedguwillhedagsdd manager 2306 may

9. A maturity date for the issue.

10. A coupon frequency for the issue.
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have varyi ng degrees of access to the OV5 2305. OV5 2305 is an order
managenent systemthat is associated with one or nor 8 HEERI8Ms 2302. Bid
30 manager 2306 is connected to web server 2307, which is in turn connected
to a network, such as the Internet 2308. 37 0 7 SEP 204 Figure 24 shows a
nore detailed view of an exenplary systens architecture for the nethod and
system of the present invention. O der Managenent System 2410, or OV5, as
exenplified by an OVS/ CoreOMS with the OpenBook system Extensions in an
enbodi nent of the invention, is responsible for tracking the principal
objects of the system which may include information associated with users,
accounts, auctions, positions, and fills. Oder Minagenent System 2410 may
i mpl ement user - HdsAd apctidnstantizgand andpg time) &s BalseaboxBtMeY™zati on. I n an
enbodi ment of the j t. System 2410 may al so

i npl ement a Java RH}%&EO%S}% f&ﬁ%’%ﬁw%?a@ﬁ@n ®access and 10 is the |ocus
for timng and ent.s thr oughaut . ] e I t of the

i nvention, Orde(ral\él\/aﬁ%ee‘ﬁ@%%gﬁg?le&ﬁggﬂi%éﬁl}g’?énkseﬁ%F‘?'oﬁg?g acki ng Store 2407
to locate and keepatiohe thik tife ifaticablyalutisg ti didgeded €f anrauetigner si st ent st or age
device. In an enbodi ment of the invention, Relational Backing Store 2407 is
respopnsi bl e for mwERPliAGink AR REdRGaRalet@ditttaborfpriohe By stesTant o a

rel ati onal schena, |ocating and 15 keeping the principal objects of the
OpenBook syt a9iantial BIVestors cap Teeaiy 18t mpre nfprmpagign 2boxhe fiked INes i ng
referential 4 ' - ' : ; n enbodi ment of
the i nventi %ﬁnéﬁngglfagb?’agﬁﬁtﬁgg%?%%ag%bé% ié%f%%?@?‘%?glﬁé%% £s] % Java JDBC

i nterface tpartiduiarvbrodgh piRébaionofitle Miairaba sl Mypdmem D408ize.diich as t he Sybase

Adaptive Sepver Enterprise. .2Q.1n an_enpodi nme of, the inv Lon,
CpenBook NandHEPmSRdsy e AL B ER i MBR BB P e gt

mul t il exi ngilprebiredafortiflon abag ®othithd 874 ad 8ritiae bhebdddekriMbpragesent Syst em
2410, and position managenent for authorized accqunts and to provide a

single |ist@aste pﬁb@b{vr&geﬁiéinf@mfi@l emadyakaepopseived BUBYSERS. The
QDenBookNant%gggke%é}gﬁ,e 3 oSthAt ﬁv?sﬂﬂexﬁﬁéﬂi&i&ﬁ.” 25 information available to
y an

clients for use user 1nterface systemthat does not use the O der
Managenent Syst edncZiéd @rodds/ SPI directly. In an enbodi nent of the invention,

t he OpenBook syst.em Serv)let Interface 240 ovi des_progranmmati c execution
| i nkage between IﬁLHe?éﬁPa %FWéﬁH%ﬁ %%prﬁgﬂgé mo%gﬁeé@fafﬁlgg{%gn and the
OpenBpok Manggedssed 4ichitBlepiRe dagigthe huctibn pariecatd HRsmar ecooriaped to

OpenBookManager 2406 interfaces to allow user interfaces to be constructed
for HTM.. THahthsermensinveaiian s showe it sigpel S94bsayconbeginsgya SEP 2004 i nvoked

and cont ol Led B la\a S G NG5, A0 R e gord-a party Java

Servl et Engine such as Run is in turn‘utilized by the
3~a party Hirbetsyeslwhidrislerpl2402s siwiwich stepy 5 ¢heZacigonf adgisoiZeerstoTechnol ogy.

HTTP web server 2402.is in turn connected.to b Br er._User Interface

2401. In anSRISHS © PUeh iW%pﬁ??ch?bOW%WF@ﬁ%sﬁﬂw are provi ded
to apd ow f Ofxatp, BRRAIAEIARs AMoviNEill eRedonipttiipelbiea did@ofpenBook Ser vl et
I nterface 2405 nodul e and the HIM. designer. Server Side Include tenplate

mappi ngs mesPRSt PRI aecRusnn RapiEiRgRt, mepRingdhy Reockmyk Trepsuyieteem and al |
their attri : : i.b : i d date.
eir attri B%Egﬁ"ltleggeeﬂ?%;le N?a%nﬁmx?*rgée&ggkwe, Md?%gﬁggﬁwaﬁmkﬁtggf and date

Mul tiple browser products may pporte acconmo ed. Auction
Server Dat aplasd b8tshena | n an enbodi nent of the invention, an exenpl ary
database schema L{?Jiti(%ra]lly, as shown in step 154, and as explained in detail below, bids
25 are taken by the auction advisor and the public component of the bids are
publicized. It is to be understood that preferably, bids taken during an auction are
not necessarily accepted. That is, simply because the auction advisor takes a bid
from a bidder, it does not necessarily mean that the bidder will receive bonds. As

discussed below, only successful bidders will recetve bonds.
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auction server of the nethod and system of the present_invention will now
be described. I 5 In an enbodi nent of the invention, aﬂl?aggﬁi b dat abase
may represent the Rel ational Backing Store (RBS) 2407, as s om in Figure
24. This database is associated with the auction server of the nethod and
system of the present invention. The follow ng statenents cl ean out any
exi sting auction database to set up 20 an auction: use naster dunp
transaction nmaster with no | og drop database openbook 25 go The foll ow ng
creates an enpty auction dat abase: create database openbook on data=10 | og
on | 0ogs=10 30 go use openbook 39 07 SEP 2004 go A users table defines
static informati,on_about . entjtje hat. are_al | parts of the
system Referri rﬁ\‘ésyf‘%w%nﬁhef) ggé’éf,“e (geat%zeerls ?rewta.’)P r%%raa&@rgd\g%t%ﬁuﬁgﬁ ?‘gtor 2304, an
aucti oneer aadih, Al abirddecwBnagbenddg@ine, ashewt i syep 158athe andioch @r rol e, or an
entity that sets up accounts. The degree of access to various conponents
may be det ePf§GEE npyoriidigeidkEles tabl e. Each user is assigned a uni que
Userl D which is to refer to the user fromother tables. An enbodi nment
is as follows: Create tabl e openbook..users tStanp datetinme not null,
ownerdl d nuner i cPidgrahly.raqiricingland allatatnrsyster (1 &codarnstwithiihe preseBt user Nane

var char (60). not. null,.contac e, varchar(80) .nul.l ..securityType int not
nul I, securfY§} 3%%@81‘?5&@%&%?%6 bgg tbg'ig'giorq?reﬂ(‘ﬁm goferate l}%F’é’uni que (id),
uni que (usemnNad¥eicepel BY potelitRRiRekt@penh patkntialmeestor sgaciZin id user Log tabl e
relates to security and error checking for users in_the rretig}geg and system

g
of the predEstrablyditateshvo tyngsaeherumbsT 8ERqndhthe 2oteniiad \HvestpiaVigisr 1 og i s

updated to g Iéfla‘ggaﬁdf\ﬁe gﬁfcﬂltﬂé]pqté‘{?iaﬁmwr ORdAEs doSeivelioH thOWSds 30 create table
openbook. . userLog editld numeric( 18,0) not null 40 O7 SEP 2004

r ef ellences Theenbbulof buslsisgedyablyexdresagdray the {18 valppot thabbidsdhst i on i nt not

AR EA R T I

var char ( 60)t8 etirchudt 52000000 airtharBondar Thayiéld MenskdntidlGneswuwotld Tkpe i nt not

nul |, securityKey varchar 255énul |, status i ptnot, null, ni% e (txld)15 print
"Created opeff5eiskon the BHICBRPeG) quﬁl%%féiﬁhltyénql%dénf?nﬁggﬁr g record

i nf or mat i 0neARSRReAiBdoh! BeRRRaMSEESurySHHR i JrRRATHRIg ASERCI ated with
t he net hodrbgnd ggigﬁge%j%f thg pr esent }lrr}l’\sfdent iuon. 20 g?grrl%l es of end users

ar e lisnst i t ulekicdaiclboftondy bdinghig fud irmdncibasie peintrinsremends. r Brgkamplser s. - An
enbodi ment it the %ngh%{a{rk%iasury has a yield of 7%, the auction participant would hid

1.5% to indicate a willingness to accept an 8.5% vield on the purchased bonds.

As discussed in detail below, in an bond pricing and distribution method in

accordance with a preferred embodiment of the present invention, whether a bid is
20 successful depends generally on two factors: the size of the bid spread and the

relative time at which the bid was placed. Generally, the lower the bid spread and

the relatively earlier the bid is placed, the more likely the auction participant will

receive the full amount of bonds desired. Preferably, in order to determine when a

bid was placed, a "time stamp" is associated with the bid which indicates when a
25 bid was received relative to other bids received during an auction.

As mentioned above, in a preferred embodiment of the present invention,
there are two general categories of bids which an auction participant can place:
competitive bids and non-competitive bids. Competitive bids preferably indicate
both a quantity and a spread which can be above the Minimum Spread set by the

30 issuer prior to the auction. Non-competitive bids, on the other hand, simply
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create tabl e openbook..accounts tStanp datetine 25 owner | nmi c(18, 0)
ref erences openbook..~ id nuneric(18,0) account varcl‘ﬂtﬁ(s ?
varchar (60) 30 status int securityKey varchar(60) ( not null, not null

users(id), not null, not null, not null, not null, null, 41 07 SEP 2004
cont act Name var char (80) nul |, conpany var char (60) nul | , addressl

var char (60) nul | , address2 varchar (60) nul | , 5address3 varchar (60)null,city
varchar (50) nul | , state varchar (20) nul |, zi p varchar (20)nul |, country

var char (50) nul |, 10di r ect Phone var char (30) nul | , nobi | ePhone

var char (30) nul |, f axNunber var char (30) nul |, emai | Addr ess

har (80) nul |, chal | har ( 80 | .15
Var char ( BOFHS E SNy SArbeHBOLIG Wb v 30) RO o W Rk ger
var char (80}l i-b¥angger 2 varchar (80) nul I, cl eari ngAccount varchar (80)

nul |, 20i nstructi ons varchar (80) nul |, account Manager var char (80)
nul | , account NankBlitiertaliy.atierb are e categoriesef comnetiiyp bidyauehiar (8) nul |, bl oonber g

var char (80) nul |...25hqgcNane. var char{(.80).nul - yar 30) nul | , bocEmai |
var char ( 80FHBRGUEY Q‘gf ﬂlprﬂv?tef?rgg nﬁllﬁﬁnagg%%?n@gp%ﬁég Cd]g?éet{ni%?renul |, 30uni que
(i d) suni que bidag BRAUEPrefé@bly ehteré bGHR pRODcqpetitive 0l eatiadiabipéfbwbk. . account s”
go 5 MaccountLog table is used tqg record and catalo 1 ctions taken by
gi ven acco@RTYVaIREORNPEHYS bighry "final Bid."s Tiq 18\%&‘8%@’9‘& bg g?}? 8tla fifn
openbook. . @ﬁ&%b?‘ﬁ g?%%ﬂéiél b e AL frle Gk ekt dhbldsd HoRkeir ane es

sers(i1d),txld

openbook. . u nunmeric(18,0)not null,action intnot null,tStanp
dat et i menofingbid wiskearatiof sehediro effr. )driionally, (thespecpd pedquagfity of

book. . S(4.d),.id ic(1 e - ] k.. t
(") accoultE R L clsR AEREHE e blebad e b e B 2 8 L2t not

nul l1psecur idiiHEg¥acy abcdparthdiapmisy of thobitide isyaaferabbrmohear¢Ba)nul | , conpany

var char (60) nul'|, addr ess], varchar (60 %L 25addr eszz : .

var char (60 FFLfﬂl’Pb,lédﬁ'ihég’éigef\ﬁQF%‘PP&F?tB@ id af the Ung, ok FEFT eGP st at e

var char ( 20%121“1 L il DYRS AL RO bId b3QeAUAL ry var char (SO nul I, di rect Phone
var char ( 30) m’Jhl , 43 0 7 SEP 204 nobil ePhone varchar (30) null, faxNunber
var char (30) nul Becanseeth¢ fintdibids effachithe letearimrspraad jof the efaiinge e var char (80)

I, 5 har( 8Q) i par(30) null,
ot hivanager PRORFSALEOR i tor Him pire AR SHB Y e MRABREm BB 500, N nccount
var anrEgg%)rdaﬂﬂlo:provl& dnﬁﬁdit’iigibhigpmﬁtlimmwﬂw '_@&Q)fthujhzllrll(etaelﬂc)uﬁhw_?_nager nar (8)
var char nul I', account NapeDi s¢l.ose t. . not nu ccount Type var char
nul |, bl ooREemms | aHeh dF ASHRLIS (i publigige g’ﬁ?‘ﬂﬁlﬂ’é‘%\vﬁo@ﬁgﬁ @&ayaﬁ? P%/pbocPhone

var char ( 30)?16&'4%[(3 to HRAGTRirlici aﬁl‘isctgﬁéép%?écié@%fbm&ibﬁ@ﬁdu't—ﬁﬁrtﬁr&| oat null,

agreenent Si gned datet | nu 20 unique (txld) print"Created
openbook. . affersprivdtegtitildie 28 ofithe atationt Abtasdipglyatp deeyidg allbiddessi ent repository

for security.roles defin b e i Fach [.PLig: s assigned a
uni que Rol S SO ndicd ?’E‘%ﬁ)h‘i’ %‘ar?(%fvgﬁl ;é(eé%{hggff%ﬁa%gr %01 s table. Semantics
of nol es aperaedly frededry tid@bagmitigididson. The rol es of users may be checked
to determne if _a user has access_.to c(grtaitg resource§ %rt ids allowed to
per f orm var i ousT¢ adnaye thig l%ﬁ%g‘?fﬁ@ﬁ?‘b? medl, Y IPYY FINATOHE 07 SEP 200
create tab lSSreQ@RE&%]Q%icH ihiested 18 Bl B dutl 2 Bi8dQ) fiRAbideshibe 1ol eName
var char (20) " not null, _ _ )

below his or her initial bid from the final bid spread without altering the time

stamp of the bid. For example, if an issuer set a protected spread range of .35

25 basis points, a bidder’s final bid spread could not be more that .35 below the

bidders initial bid without losing the time stamp of the bid. Preferably, if the

bidder goes out of the protected spread range, the original time stamp for the bid

is lost and a new time stamp corresponding to the time the final bid outside the

protected spread range was made is assigned to the new bid. Additionally, a new

30 initial bid is preferably created by defanlt to match the final bid which is outside
the protected spread range of the original initial bid. Preferably, the final bid is
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uni que (roleld), 5 unique (roleNanme) print "Created openbook..roles" go 10
The userRol es table enunerates all of the roles that ﬁée gﬁsmkat ed with a
particul ar user. An enbodinment is as follows: create bB

openbook. . userRol es userld nunmeric( 18,0) not null IS references
openbook. . users(id), roleld nuneric(18,0) not null references

openbook. .rol es(rol eld) create uni que index userRol esl ndex on

openbook. . user Rol es(userld, roleld) 20 create index userRol esUserl ndex on
openbook. . userRol es (userld) create index userRol esRol esl ndex on

openbook. . userRol es (roleld) print "Created openbook..userRoles" go 25 In
an enbodi ment of the invention, a userRalelLog.table represents the conplete
transact i oﬁ‘oh?lg’f"’ﬁéy’ Rrabgyrdhc il g aiye pr&dé%%l@gts V%r‘?’d% to the system
Each tfanS%%mynpﬂo@idé@ﬁﬂgﬁ&%aﬁmvﬂhﬂuﬁ sRRed BdvthdInfofatibodi nent is as
follows: 30 */ create table openbook..userRol eLog 45 _ 07 SEP 2004

user Rol eTxIptovideduellects 18 logesh spreads that otbgr hlqldffsrﬁlﬁr@gql‘&%l@}lmannot nul |

ref erences openbook. . usersci - [ )q | 5 references
openbook. . L?é‘gvrl K Eger opThiy ?]D r%@r‘?ﬁ%?%? i‘g% @;ﬂ’ﬂﬁ%tp k r‘n’?ﬁ% § ggdé?@%g%}cbéé

openl3ook. . r ol es@sabrd a)ove and éxpiairied in devdil weidw, bbOdsprd prefetaBiveat ed

openbook. . user Rol eLog" go,l n_an enbodi nent of the i,nyention, view
user Rol eNarfBecated P&@’éﬁlﬁp%ﬁ%ﬁfl WFPWE’FW@%“QWESI’B%%% té?éheutgg'r Jl%lfse? %ut provi des

user and r QbgnffvesudidalieR®h £bidiES berkfit Y bokIe GirVRml rétsin @ tfoad | ows: */
create view uger Rol eNanes as sel ect userNane, roleNane 20 from

openbook. . se1pREhsor ber, bidikena placing gifivs] hid griedethg progestsdispread y. j d and
ur.roleld = r.roleld pri - eNapBssiado 25 An
auctions taBIE gg’?ipﬁoggdegégcl 33 t%ﬁ%‘ﬁ?’é%&égp E%%?@?@?%Eac aﬂct ion is
assogi at ed th¢ prbteeted greadfirarza matiieéspes telde biidad ik atbidubits, anturtCl i ck-t hr ough

paraneters may. al so be, used.. Tabl e val ues f.qr . par e may be stored. In
an enbodi miHtVise al“l‘f’é“’i“fﬂ?é?ﬁ idgjers tﬁg}&gﬁg’tegr”é‘tlgﬁé@ r%ffeg%a t&‘%é@fi?réd and nust be
provi ded argn i, HRRIbbt HcathrRe vall@bst bl biteridgh Thilg adwahiagwiuslg, exenpl ary

enbodi ment:” 30 create tabl e openbook. . auctions 46 . _
there is impetus to make publicly provided bid information available relatively

r=Ta

early in the auction process and bear some relationship to the true market value of
15 the bond offering,
As mentioned above, bidders can also place non-competitive bids instead
of or in addition to competitive bids. In a Non-competitive bids the bidder enters
a bid for the amount of bonds desired, such as $200,000. For pricing purposes,
the spread component is set at the Minimum Spread as determined by the issuer
20 prior to the auction. As will be explained in detail below, this means that non-
competitive bids are the first bids “filled” or allocated the requested quantity of
bonds. In this way, a bidder who wants a certain amount of the offered bonds, but
is not highly concerned about the yield, can simply indicate how many bonds he
or she desires and the bid will likely be filled at clearing spread. Also, preferably,
25 retail investors are limited to submitting only non-competitive bids while
institutional investors can submit either competitive or non-competitive bids.
This advantageously allows savvy, institutional investors to retain substantial
control over the final price of the bonds thereby reducing the possible irrationality
which may be introduced into the market if retail investors were substantially

30 impacting the price of bonds. Like competitive bids, non-competitive bids also
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07 SEP 2004 tStanp datetinme not null,ownerld nuneric(18, 0) not
nul | ref erences openbook. . users(id),id numeric(18,0) né7 P 2B4isi p
varchar (12) not null, description varchar(255) null,status int not
nul | ,total Avail able int not null,m nValue float not null, 10maxVal ue fl oat
not null,val uelncrenment float not null,lotSize int not null, openTi ne
datetinme not null,closeTine datetinme not null, 15al ert varchar (255)
nul I , announcedSi ze int not null, m nAuctionSize int not null, maxAuctionSi ze
int not null,auctionFonnat varchar(80) null, 20benchmar kDesi gnati onTi me i nt
not null, benchmar kDol | arPriceAtPricing float not
nul | , benchmar kRat eAt Pri ci ng float not null, benchmar kRat eMax fl oat not
nul | , benchmeeik® e digsstampweien plecgdigYichoiay bosise fredrtramiiedtp@tioar char (12)
nul |, bondsFr.ggtToTr adeAt int not null,cleatingSpread float not
nul I, j oi nt I%lnaé‘ers var char (80) null, conpSi zel ncrenment int not
nul |, 30couponDaFigsre\3ak & fiaw Ch&ONusttiiihg 6 preforbembotmey fvigpladiag n15) 'nul |, 47
0 7 SEP 2004 couponRate floatnot null,dollarPri ce f1 oat not
nul |, eval | ARIEshPHl mjaprolipee it the Bressp fYentano A¢ seR 2% PR MSES9¥al Pri ci ngTi me
i ntnet nul lyj.ssmeriqyiane had dhath Miibps!2 8 bidh 16ahe BReddSIiNWale @Rt Uri ty
dateti menul'l , accruedl nterest floatnot null, 10nmaxBi dl ncrease fl oatnot
nul |, max Corptsi grentityand if theibid ineoxms e8] deo liane ivonionaspreadddilir chase
floatnot null .mn Si.ze | t null ) A ot
nul |, nonCor%tg‘;ngear (ﬁ?f:%%r@ﬁé%fe[eﬁ n OggstShﬁﬁfl In? %?H@'g_ ilng I mﬁ?@ﬁtcﬁgéﬂgtaﬂ
nul |, pr ot egtgsted 8@achclfsyaah NBirstitiklep € 82, itigdetermined whether the bid
var char (40) nul | , 20sel | i ngConcessi on f] oa]%d}ot nul | %gi.t | ement m'ée

i menot

dat et | menuldFaEE i BEEhtFe Fivanipienip sae it couErt Big lmorged
nul lgsi zi NgikhdiBnd HHAGE offikst eamaioht Lokl ﬁEt',Eﬁa(se il)l?(rtg{D%llq% fenirhdd@tstep

nul I, sof | Dol | ar Earl yPercent fl oatnot nul |, ar Lat ePercent fl oat not
nul |, st r uc2d@ endaskestiacagoymther bid arantittifbaeth alithesczondipacraresstie

var char (30),nul | , %QS I I - 04
yi el dToMat El%elnt 1{/‘ 5%221/?’ no Et%ﬁlcﬁ?c\{(gﬁlof%%éﬁeﬁ%% é&ﬁ%ﬁ@@%?ﬁ% t]%leri nt
" Creat ed opeeadmbis. theidedsiopneredigimit or die neaxtrodn hienize off thdwntdred/ent i on, ~vi ew

deal s' allows users to see vie for report eration a reporting
pur poses, SHERILGS npldpssthagoge tc’r%tﬁ?rtoé‘? Oélf'f’ﬂigﬁgﬁéi’f‘r&w.ete(ﬁqg%ﬁgay be creat ed

so tjhat dapRases ARdN0techdyY e bR ety eliRAueaRPistitdehaa ok 8RAIt needs to be
run. In an enbodi nent of the invention, data is already assenbled and fed

i nto repor té thg investors cted b dmalsnd dicanaamwi bid sast therithaauengist em of t he present

i nvention. An_enbodinent. i.S: || .25 create view deal s as sel ect

t St anp, OWI’(I:%IIQP%IF tlogfthr@ébdﬁsc}%?mﬁasl%%% ﬁ{gc?)?\‘feé'st atus from openbook. . aucti ons

print "Created wkehvaeaalksp 2oa dcallis alscissaitigigvitlatht mitid bidsdal t o cat al og and

record all actions taker} for a .Earti cul %[ré giucti on...In an enphodi mrent of the
i R

i nventi on, Si§B&S-dEeR st deterpinesdeticn 15 ERPRGHY DY To4bl ™ | n an

embodi ment yaf s B%oh@gﬁ%it&% inR&p 20B HR sSreiBbr BE bfd18 B4 eGudlYo BeUser. An
embodiment is as follows: 25 create table openbook. . aucti onLog editld

numer i c( 18 poyinmot bid spread: df e éniéab bidop parbelokcompsiétivs bidithen & e mrinner i c( 18, 0)
o ™ L %5 P PG i PLALR S R Bl 7 SEP
nuner i ¢( 18 aByvenind minithlim k@kgl. dithe Sprepkin bawide thadrainirganaira)m
spread range, the bidder is returned to step 216 and asked to enter another spread.
25 If the spread is within the minimum/maximum spread range, then the spread
component of the bid is approved. Finally in step 224, if both the quantity
component and the spread component of the initial bid are approved, the bid 15
displayed to the public and given a time stamp.
As discussed above, it is possible to modify the spread component of a

30 competitive bid. Additionally, it is possible to modify the quantity component of

either a competitive bid or a non-competitive bid. Figure 4 is a flowchart
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5 cusip varchar(12) not null, description var char(255@ 7nSEP,2w‘éat us int not
null, total Available int not null, mnValue float not null) 10 naxVal ue
float not null, valuelncrenent float not null, lotSize int not null,
openTine datetinme not null, closeTinme datetinme not null, 15 alert

var char (255) null, announcedSize int not null, mnAuctionSize int not null,
maxAuctionSi ze int not null, auctionFonnat varchar(80) null, 20

benchmar kDesi gnati onTinme int not null, benchmarkDol | arPriceAtPricing float
not null, benchmarkRateAtPricing float not null, benchmarkRateMax fl oat not
nul I, benchmar kTreasur yvarchar (15) null, 25 benchmarkCusi p varchar(12)

nul |, bondsFreeToTradeAt int not, null. gl eari R@S%)rt.eadnf\i,oaagid t null,

j oi nt ManagéRustratnedion: 1 MR prcordepsryai 8t HErBhERT PRA NG AT1T, 30
couponDat es, ARG AL ARy Stldonert GHRMBN QAHRAGIMA 6Neidnld)nptitive, 50 0 7
SEP 2004 5 10 15 20 25 3}’0 couponRate floatnot null,dollarPrice floatnot

nul |, eval | riticandzhter droedifnd finaf bid éafl competitygtbibt ARSIER 399 A%l Pri ci ngTi ne

i ntnot null., issuer .varchar i i Smaturity
dat et i menul'{e8EE ﬁ%lﬁfsn@%raléaé'tlg%‘{%gtj I'rllégl{ §¢1ﬁ?%@%@%%§%(§e}§§g f1 oat not
nul | ,amax Corgapipattiviebid1Qtt stepl3l 0, ThadVstefahps shethetthomodifibdtiomesc Pur chase
floatnot null, m nConpSi ze i nt hot n{ljl Ithn‘i nNo Cé)_rroSi ze. | g{tlnot

nul |, nonCordsetss d1aa dheghBHRuUT RidiAe 2L ,?)?‘W?F{hj MEEeRt Jo1e

nul |, prot e%f@ﬁ‘ﬁﬂ%f‘@'iofa&é@%ﬁl‘i@ﬁmﬁh&kﬂeg, KRk RDidERE Ghatidé@)¥u 309@hd i ngConcessi on
floatnot null,settlenentDate datetinmenull, settlenentTerns

var char ( 80)askdditp esten st odi Seation.nioth natametess are FRyFHieAe theptin P

nul |, sof t Ear tof f .iptn f P f | oat not

nul |, sof t 1?%&35‘4%%&%@%“@%&@%8{3 Hirt#ﬁ??ﬁsc{ufg&g%gtg yg%{téﬁgﬁ%%o)rnul |,term
intn@t nul leghisipefBe ctsere bidamaitay ¢@hpanatt! Tk Nathagey Redntitwar char (30) nul |, 51
0 7 SEP 2004 yiel dToMaturity ,flo?t not nul lri unisglue .txtl d%mp{hient "Created
openbook. . FTEPPRHL §Jess $ag e oriedi’ SRPTYCHERITeEE 23 WRVPAEM 7'0h- " vi ew deal Log

shows Vi ews,; i isdsiRARiHetel B ordabvoul¥iiRNtodRak hagw bRy teisusid for reporting
or other purposes. An enbodinment is as follows: 10 create view deal Log as

sel ect edi thadingtaxkd timectamgm, t St anp, ownerld, id, cusip, description,

status from ope ok....a i i %@a&f% i g" go A
positions tabl erfftggE’rdagsr%ﬁhée&gb&%&%g}sg{sﬂe?ﬁg}e i S, Inc g’ﬁ}g{il ﬁigqgebogh obj ects as
si zegs ti masbapEmet B dtépd00hb chakpareapopriae didmodificaion Kphegadier 1 n an
enbodi nent of 20 the invent |q¢;€ for a non-conpetitive,bid @ size and a
timestanp i Wisgaentena ngw bdhGBRRLS . R oy EP [g, BATESSH PGS 5 conpetitive
bid, a size, a fdRpdind} FidRERRFby ARlatively large amount, e.g. more than 50%,

can have a relatively large effect on the bid information that is provided to bidders

during the auction. Thus, allowing such large changes is bid quantity could

20 introduce greater uncertainty into the auction process. Accordingly, bidders are
preferably discouraged from changing their bid quantities by such a large amount.
Preferably, if a bidder changes his or her original bid quantity by 50% or more,
the original bid is cancelled and the bidder must enter a new bid with a new time
stamp. -Thcrefore, if the new quantity component of the modified bid is greater

25 than or equal to the current bid quantity component then, at step 314, the system
checks whether the new quantity is less than 50% more than the original quantity
component. If so, then, at step 316, the bidder is asked whether he or she would
like to enter a new bid. However, if the new quantity component is less than 50%
more than the original quantity component, the change is accepted, the time stamp

30 is preserved and, as shown in step 318, the new quantity component is displayed

to other bidders.
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initial bid spread, and a tinestanp are |ogged. In an nb%ggnent of the

i nvention, user accounts nay be referenced. The positﬂ% SkPaRi04 may al so

i ndex by account and/or by auction. An enbodinent is as follows: 25 create
t abl e openbook. . positions tStanp datetine not null, ownerld nuneric(18, 0)
not null- references openbook..users(id), 30 id nuneric(18,0) not null, 52
0 7 SEP 2004 dealld nuneric(18,0) not null references openbook.. auctions
(id), account varchar(80) not null, size int not null, 5 mnFillSize int
not null, status int not null, value float not null, initialValue float not
nul |, nonConpSize int not null, 10 treasuries float null, priority tStanp

datetinme null, priority size int null, non riprity tStanp datetine
nul |, nonConpPr F8diseyssed abavs, Aeompiyiiye &@ E‘E’H%{Egﬁl g‘)d,w%]ﬂf’r&fﬂg (account,
deal | d) pr'vfﬁi%l-'l'ﬁl@ﬁﬁﬁfé_pﬁﬂfcmﬁéthelﬁgéioh% R@E'ﬁirg%ﬁ%ﬁtd Rig@w 4estRegi ment of the

invention, table positionLog records changes that are nmade to a positions
table. |n af0sntiddtr meers oomodifies the final bidoempenenipl aeompetiétedideds are changes

- in spread, changes_ i | Z d _chan in tipr s tions for
account s O‘B‘égﬁ%"@g“@&%e@%ﬁl gﬁp%gl??rfegﬁ?s_fo&gco ﬁtﬂ@é%tbﬁfr%g?%!%gﬁ&%S aucti on,
via yni que HUEIhdRtIPDy defule adbwads hiblider efdlably ictidsantreffembinded Wi th user

117s. An enbodinent is as fal create tabl e openboo i, tionLog

I : K.,
edi tId nume¥iielisdiftsent Gemiha ipitigpid s o1k bid 15l688+ ‘?W?&P@?ﬂs‘é) . txld
numeri (18, 000k pildied Head Rinde Rk e Wftaldfd. | AR oddlteiR ks sHalwh.at St anp

&
dat et i menot nuIPﬁl, owner | nurren%e( 18, 0)not nullreferences =
openbook. . useprdd 0 ithet)sySern dhavksrwhétodr 118, d@yencslt fimalipif is less than the initial bid

L e ORenat R0 Ll I BRI PR ol erenees

nul | 1om nFi | diseine dppbAGitydelbhtersd Rivisid.i ntnot nul |, val ue floatnot null, 15
initial Value floatnot null,nonConpSi ze i nt n(gtt l{ilkkz,ft reasuri es fl oat
[

nul |, priority tSthapidderdass 1abHiphI© FrerGepbi KPS 1488 compPri or i ty

tStanp dat ejy i YoleRtok & Yevd bifiCasisAEWM | stepni1Uendyd ikhel) pri nt
"Created ogié’gggféwlg%%?u on ,85" 325 ego Inasasn em':l)losdéirbrrent of the invention, a

fills tabl etampyis stsigned forthomndificdbid ahdibe e &yl compensat of thoar ded. An end user

may set up a pgEsi.tion. .The.end user., m r t fi: based on the
ot her posit'fl%‘ﬁge‘iméfsﬁg dﬁﬁgvf‘%ﬁqﬁ%tg‘?ﬁéﬁ% acé’Pﬂ g’r%&‘a&rg%&%@&r ment is as
fol lows: 54desirdd, Howeké?, &OHiaCkie diferdnafrb® tipenbimkbidichd bserBirads dat et i menot
nul | , ownerl d nuneric(18,0)not nullreferences openbook..users(id),5 id

nuner i c( 18, lo9arstit in grepter han Bigney dingl %%W‘iﬁ{e(ﬂf‘ﬁ@ﬁe‘lgﬂﬁg‘i gaplgé ces
orenbeol.; RSB et .46 Abpbasn gt g gl state
openbook. . ftild! brigingl Hiiged bid by no more than the Protected Spréad Ra?:ge, then at stgp
416, the new final bid is accepted with no change in the time stamp of the bid.
20 After accepting bids for a predetermined armount of time, as set 1n the
auction parameters, the auction is closed and no additional bids are accepted and
submitted bids cannot be changed.
Pricing and Allocation
The final yield which investors will receive for bonds sold through the
25 auction process is preferably determined following the auction close. Most
preferably, the final yield is determined 30 minutes after the auction close.
Immediately after auction close, however, a spread at which the offered bonds
will be sold relative to the Benchmark Treasury Rate, or clearing spread, 1s

determined. Figure 5 is a flow chart showing the process which is used to price

30 and allocate bonds in the offering.
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In an enbodi ment of the invention, a fillLog table catal ogs and records
changes to fills. Exanples of changes include changes n

adm ni strator due to m stakes, suspect bids, and/or dggaﬁﬁ’ﬁéﬂ@o sell a

| esser quantity or 20 otherw se nodify bids. In an enbodi nent of the
invention, an adm nistrator or other party may change bids. create table
openbook. .fillLog editld nuneric(18,0) not null 25 references

openbook. .users(id), txld numeric(18,0) not null, action int not null,
tStanp datetinme not null, ownerld numeric(18,0) not null 30 references
openbook. . users(id), id nunmeric(18,0) not null references openbook..fills
55 0 7 SEP 2004 .(jd i ngi-cationl d. i ) | I- references
openbook. . posi t/iQSoSr?éwfl%ﬂ “?P'gv?"% ?Joé]hc?){nggt t%@f&sgﬁﬁq F%aqg%sciozggﬁlé%# 0r1:ot nul |, status
i nt not nutdmpesiotd i drabingadatan afaf fromtowist spitati ko hipimdsoppeeadt x1d) 10 print
"Creat ed openbook..fillLog" gt;,o create clustered.i gtgglx 11 sBidldlndex on
openbook. . f*f PPEE repys PEnSRTPHItXFHEE MEeRematcaly A ERpAYE MIBM dunp or exit
is as fol | gyeaq LheekpAtdh EuefonSRraand exd SRl uemEd &gt Sp_addunpdevi ce
"di sk”, dbdunpfile, "1tnp/dbdunp" go durp database o en‘%&ok t 0 dbdunpfi| e
25 gb EOF bids will bm cotlegtedmp thetioluesplesd oéshietarray sfburanged bSEPBXB04 | n an

enbodi nent, of the invention, the hod and system,of- t present invention
i s associ a‘Paé’H’%F?WSBE?P gFﬁF@gﬁ%ﬁl‘ég%Wa ina cle%d?%n ‘lgpgerefmél?%al e-price auction.
I n an enboghirkentimebtahp & the14eRt tirfdstarhip. aBES hofing thesaaieaimstanipyndi ncl ude NOT
OPEN, OPEN, W THDRAWN, PRI CI NG . CLOSED, RUNNI NG, 5 ALLOCATED, and FI LLED
In an enbo%ﬂ“?‘?éﬁfeRJ?CetiH‘eth?%'lF‘iebW,thWW-!s a required conponent of the
auction, and e%&hﬂ@ﬁ%ﬁsté@%?%@ﬁ@?ﬁ!éﬁﬂve!strbi&Bleqiés\’(%ftrﬁ_fwﬁ%ﬂss'fate- I'n an
embodi ment of the invention, each state is strictly independent fromthe
resi the shactthosmiedinastanmard ‘peapied 8t abieckp thengy/baiasicidtie, no two states
overlap, and there i 0 r.i od } . 1.8 N0L - ed by exactly
one st at e.qﬂaﬁtlgﬁ?@@ﬁ%“zﬁﬁ]’&éﬁ? de%&l%%gldlgéﬁaé% |%P&1%&a%'%§e‘}§]%l?§‘:ﬁlsvi%$ |X§(% fromone state
to the nexit thécl@hiapsread. Thbhen MNepTs QPHN spdiéih eheckdehathet tHe@mgriegateiot yet open.
I n an enbodi nent of the invention, this state ins at the instant the
auct i on i s9EpHef agcepte Bldf ?ﬁ“@’ﬁé’r %’%?déﬁ?ea‘%al %n?ie"?%élsl’t. !ﬂi‘e HKe transition
to the OPEN.5dadig or NAs RORL &rta9NR: dEBptdAC The systfloBl thithgh itdioor cancel | ed.
Al auctions are created in this state, and this is a state into which a

t rah%i t i onanidrid Ahuaildhdegeregeigiquantityofmeteptsd bidsdecqualie ongedfodhand

the deal size 513. Then, as shown in step 514, the system checks whether all of

the accepted bids are non-competitive bids. If not 515, that is, if there is at least
one competitive bid accepted, then as shown in step 516, the clearing spread is set
equal to the spread of the last accepted bid or bids (having the same spread and
20 time stamp).
If all of the accepted bids are non-competitive 517 then, as shown m step
518, the clearing spread is set at either one of two values. If the aggregate dollar
quantity of bonds requested by the accepted bids exactly equals the deal size,
bonds will be awarded at the mid-point between the Minimum Spread and the
25 Maximum Spread. If, however, the aggregate quantity of bonds requested by the
accepted bids is greater than the deal size, bonds will be awarded at the Minimum
Spread.
As shown in step 520, if there are multiple bids with the same time stamp
and which spread component equals the clearing spread, then bonds are allocated
30 among these bids on a pro-rate basis. Then, in step 522, the system determines

whether the aggregate quantity component of the accepted bids is greater than the
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system of the present invention may only transition to the OPEN state from
the NOT OPEN state. In the OPEN state, the auction isnoPGSE,p posi tions
fromaqualified 20 accounts and authori zed users can be creat €d, nodified,
or cancelled. In an enbodi nent of the invention, this state begins at the
nonent the auction is opened and continues until the transition to the

PRI CI NG state or the WTHDRAWN state. Due to vagaries of systemtim ng,
this state may not be used as the definitive control over when position
operations are accepted by the 25 nethod and system of the present
invention. It may be expected that the duration of this state will be from

t he openTi auction attrj hute through the closeTi jon attribute. See
di scussi ong%‘éF‘Eﬁ/v EB&ue %ﬁmgﬁg‘s ’&H‘etaﬁ%e%éwwrg (g%%t%%ee auction is

Wi t hdr awn. ,cEBisd Sillak 8qRER RS dal sikd) eeDRERIw iRStepdSM4iam0) 52 Wi t hdr awn and
continues indefinitely, or until it is reset 30 to the QPEN state. It is

used to si gwastors prgrwaidedbends aithnelgaringspread RepUAWE & BF B3l 1 ed. In an
enbodi nment ?q]_}‘] Oi'nﬁﬁbgcpventi on, no position operations are 57 0 7 SEP 2004
accept ed, f o%g sone positions may already exist in the method and system
of the present Anshewhiistep 528, iftte ARRieGitbiGamtigteemponvst efithe eelied bei ng

prepared to accept final pricing itens,. Thi t at eqgin t he nonent as
cl ose as pggéfstﬂr%tef@apwiﬂﬂz& @e BCCPRIF} ‘F@h &B%}%lgsg S%Farlrdlsaangﬁllg' ends at the
transiti oniQ; fhestithPRED Stk d@nlytd orith UiRAMNgsdndtyendibMed g thi s state,

position operations are only allowed by those users with l?l?syndi cate role

aut hor i zedthelbid. shhe@atsion vrauded istraferably aushiotesdiftgrencaepsnthcon for the

syndi cat e i ' L&e&ke@pp Ut LrilORGUPOSI tion; a
total availa F@%@g@f@%&%@%& eOftr?g’?/&‘{)e&%Dgf??fed' gﬁﬁngl this state. This
10 aoount meyubeitysffoadsemguebcd hy theecaptet bulwitt the hightsebidrndthdced si ze, and
can be used to.effect ndi.cat e, short ition. . ED state, the
auction is?aéqsb%‘éﬁtarﬁ?ld‘gﬂ%&?% 1?’!‘?@@%’3‘???8%%1%8?%&% Eg‘ggrg% | owed. The
state. begi pg Rhrikd\$re@ent the syndi cate manager closes the auction and
ends when the auctioneer transitions the auction to the 15 RUNNING state.
In the RUNNI NG €lositg, the auctioneer, is in the process of calculating the
cl earing val ue gng @k LREAL 30 AinurdhdPa SRReH ©BRRhaed the

i nvention, queries p?"g[ﬁ?ﬁg&{g%%g%nay p oduc][éu %snt ernmediate results. If an
errof occufse inetibmngelRiNMEfIRELS deteminef by adding tbacleaingepwsed todh¢ 0 t he CLOSED
state and all  allogatio 20_are cancel | ed., At t ) ssf concl usi on of
al | ocat | on%’é‘i’i‘&"ﬁ‘t TS?F,“TYtrﬁFée-gT‘EtCS“E"’é’ r&‘ﬁ&ﬁ%&&”ﬁ%ﬂiﬁﬁ%ﬁ% ’ﬁ‘lcﬁé’r{ he ALLOCATED
state, theyauchiRd Bewn Refinabhet abethindly) thxieqit imdnacimvedviseen creat ed and
are available. In an enbodi nent of the inventjon, the fi n% ?ucti on

at t ri but es Theberd paice heigoorspopds tedhe BREPTONHE PRAGOEPILIEdS PrefRidP e conput ed 25
and publi sp&qd%)dyto -?{(fecME‘? figke the syndicate role authorized. For the
first few mnutes after enPerl'ng this state, the treasuries position
attpobute nmay be nodified for positions that received a fill; this tine

ends at a cl ose tiﬁ@%@m' i ﬂﬁ?ﬁl’ start until this
state i s entered. ,dl. .é lo%Eu. O Q@t}%l Il ed, and no

position operations or 30 auction operations are allowed. Fills nay be
transmitted to {/E theRSdvifSdessiifion 38 thelpRFETca@nbbAkRASartioMlAG Ng bi dders,
and/ or other parties: This State begins when 58 0 7 SEP 200 the

auct i oneer tivaurreitoperhiéng rylenor tamisy ap pration aahiystemdomsed @@L e may cont i nue
indefinitel,y. In.an . di pen tha | [ t I heap.aucti on may be
han %ed asd bcglsfcél\r/\lg‘?s Iﬁl‘gnﬁpntﬁelc%{sqtﬁ %Sgﬁﬁgg%{r}'\étﬁ%}%h@ﬁ%ym%ga%ﬁl%\li/}ealg at certain
ti mes. \Whemules qanbi tiiedin a@ebadinilar dl&trabit enqioedef sthueitiposf anydmds s gi ven a

ti mestanp by the order, managenent system of jf.h t had .and system of the
present i ngeeEl ghfor ?Wllérna“é%’ég?? F?QF&COW"FW@S'i #?U"ée]ﬁ{{ﬁ(?ﬂ‘?let%ei s timestanp is
assi gned t e Rakdd @ole HASHE Rir8whrk BB idhrwlaRLan Kk cuffBMagdiedttiresyst em to al | ow
for the earliest value”to be used. This tinmestanp inpraqoves fairness and
consi st encye used athpsesend ifdrfasetioms obpradaandorier delyt saqrifign & YallPe gletng amount s of
ti so obt ai nj . pF O } n.: i jatj.en. I n an
enbnggi ment l?% 0?%‘“’@%%92%?%%%?&?%#%& ?alh Fifels lfgﬁgﬁ(ﬁgéte %@n&%ﬁg&dﬁgom to the
nearest hundredth of a second. In an enbodi nent of the invention, before a
position creation, nodification, or cancellation is allowed, a proposed

ti mestanp nmay be checked 15 against an open tine; if the tinestanp is
greater than or equal to the open tine, the tinmestanp i s checked agai nst
the close tine;, if the timestanp. i9 ess than the close tine, then the
state of the auction is checked; if the state of the auction is not

W THDRAWN t hen the operation is allowed to succeed. This procedure enabl es
handling of the situation of accepting a bid received after the open tine




20 strictly before the transition to the OPEN state, 12 WI été not
accepting a bid received after the close tine but strict t?@ re the
transition out of the OPEN state. In an enbodi ment of the invention, tine

i ssues are al so addressed with regards to priority for conpetitive and
non-conpetitive bids. Wien any change is 25 nade to any object, a tinestanp
is recorded by the order nmanagenent system for auditing purposes. If the
operation results in a priority tinestanp being reset, the tinestanp of the
| ast change for the position is used. In an enbodi nent of the invention,
timng of evaluation for an auction may be associated with an auction
attribute ev IInt(?rvaI, which js expressed,.in 30 seconds. |In an enbodi nent
of the inv&Mt POHE g]ﬁ@gifqrisgnﬁqrﬁlggtrqﬁ BRI Af PSR Y ?ﬁé’qﬂléc}s ﬁi’”gﬁed by wor ki ng
backwar ds ft eiiBr Slcas® dfintiBt cof@nddiiat. the final evaluation 59 07 SEP

2004 interval ends precisely at the close tine. In an enbodi nent of the

i nvention, thos&ecinologeFimmoyedcti ons may be cautioned agai nst using an

eval Interval th - i i S i.0g again to Figure
6, an end user ?ra%/ ér%‘%t%f’lg étlgﬁwéﬁaﬁgﬁggﬁ?he % %?ﬁ%ﬁé@ﬁg system of the
present i ndevdidped fdryW) Rdbinitgechtst mojirfvearn OptrlPO "Seyuite nndedwriting or der to
identify the end user o the server. Data transmtted tg and fromthe

websi t e  mayaberaethis é*dfe%“%e‘gl%q ﬁeﬁﬁﬂmﬁ%@ﬂ?ﬁfﬂ‘ﬁ%ﬁeﬁ?@@ﬁ%ﬁfsm Figure 7
shows an ex9nmb 84y/1ile® B 65008 Mhich Y intdorMed G heleiMBYefcRiice. An end user)
such as an investor, enters the investor's account nunber 701 and password
702. The udde audtiopayeincesenloys agrodulesslint-spoptasshitrowredbid cgeléswor d 702 after
registerin .t h .t i RLjON. In an
cmbodi ment P8t ipikg <O LRl b AR Y R BACRERIL MBI 4 A
systiem of tofithepyseae istthé OsdenMianapemart Servee@NMS) wisivh atdezas an account by filling

out a custoner application form signing a custoner. agre nt and

parti ci pat COHTEE @fé@ﬁﬁpéffregﬁgla} %ﬁ%‘]a@? é’r‘ﬁ'b%rwc{l?‘}'g‘m“gerggustoner account
staf f assogkaisd: Wkt RerBhPAHEnR B thS ¥ Fk@MrRdrad: heth icasRStvid ivention. I n
certain instances, an investor may use an existing account with a third

party br okdistribatadenesepgirigghisers i hppdis paminisreties brethaginednt.@A¢ net hod and
syst em of .nre . 1N i j . i . Referring again to
 qure 7, chgitR ok (LR A bl B A b o ey 704 1 an
enbadi ment differdres frony é1id privm investtin vaill bk idesoribes] inmootdetdicbetove t 0 t wo days
ahead of time. Registere nar I.Cl Ra ssare notified of an auction

el ectronically. CNRRENT OPERATINGRULES | \syal | y lasting two hours. Wen
registered partifd %@resrea%ﬁb&gﬁlbﬁtloedle%&@&ﬁ,rmon&hing,mlééﬂweﬂi&ue receive an
auction key 25 703 for that given auction. If the end user selects initial
terms 705, pamicipatian efibuyes ansl sshereefseeuribiep rdiareepnpistert with @rgn s shown to the
user. Fi gur i.ls f J i i yding a title 801 and
initial terl:%n%gﬁ%g(?gg%ﬁﬁg%gﬁhngénﬁﬁ%?@ggﬁgeﬁglft% O?ghrcprg&glél{t Ne issuer, an issue
size, a maturity date, a coupon rate, a settlenent date, settlenent terns,
a 3@t ype df Gesws Texomspon dates, a structure, a format, a quality rating,

a benchmark t ur a i enchmark rat.e, a mni_nunlmaxi num spread, a
protected 60 {F&snfs%ﬂgs étg%ﬁ*@%ﬁ%aﬁ g%‘f?”b&%P?‘%}‘ﬁlpﬁé@e@y&’ﬁﬁpﬁtﬁg, a pricing
date and time, gGuithidcuNsptriGhAER “Invabtbr(s)d) iNtHRIPpenBedickystnt | pl e i nvest nent,
a listing designation, soft dollar terns, s of co-managers, and a

h . & narr% i
sel |ing concessilpsmeReeiopicagctipgaysier ghe Yysiem” 2r “the OppBadkd user sel ects
submt 704, the t ot he pc‘gﬁgqpt_ EaMERLisR pehecks a
security dat abass’g&%&c])‘%q3 ?%Eeﬂﬁﬁzvgc}g%%c F\umgé 7 1)and passfv\org 702
i nf &Smati on ent esignthgayCashenes Agragment.and f ot Regtidipetion igtdemmentevitter ed mat ches an

end user regist in the syst t he. system checks the auction key 703
entered by the € ’%‘é‘f"?(gwnt%/rhoé%g;rﬁfpﬁgﬂ%ﬁ’%g ‘Brﬂgepg??néo?lé@f%fner ed and the
auction key 703 Rfleetofst Hoind®y heRbiles kitRo @Bkent 6 theipartipaush & pre 10 auction
screen as exenplified in Fi &gre 9. During the pre-auction phase exenplified

by Figure 9, bi g¥hesiwesats ins&perpoksystanohbessinlessodldaein progress wi ndow

901. During the .pre- [ &h‘@ﬁi ; : i t he end user
may be shown aué?{cgr’ﬁ&kdtg{ng?ﬂls 9 ,twgtrtl]&%?ow gg“%@?é’%“ﬁ%ﬁ%hﬁ t he aucti on.
Auct3dbon start 9QdstethonthetWiBHstehrstte)taxompt hs Customehdgmerntitohe and aucti on
finish 904 shows the ending tine for the auction. Mn/nmax spread 905 shows
a largest and smallest bid spread in basis points over a benchmark Treasury
al l owed during the auction. Protected spread range 906 shows a maxi num
spread range, under an initial bid, 3hat an end user may nodify a final

bid, without canceling the end 20 user's existing conpetitive bid.

I mproving an initial bid by nore than the protected spread range results in
cancel l ation of the original bid and entry of a new bid with a new

e o T o ~NrNs " e




25 benchmark Treasury yield may be used to price the mﬁd Ebt er the
auction. In an enbodi nent of the invention, if the be n§ Zﬂﬂéasury yield
is above the maxi numrate at pricing, the issuer is allowed, but not
required, to cancel the auction. After an auction has begun, the end user
is showmn a screen such as the one 30 in Figure 10. Auction progress w ndow
901 shows the current tinme and the tine remaining in the auction.

Cunul ative bid chart 1002 shows the total cunulative 61 0 7 SEP 2004
bids, which is $500 million in the exanpl e auction shown. Cunul ative bid
chart 1002 al so shows the distribution of the initial bids, cunulatively

grouped in a bar_chart for by basi,s point read (b n the exanpl e,
there are a tot ﬁp%EO%éxswpnﬁ%ﬁﬁmﬁﬂagﬁgﬁ © |ap§ qnhepglﬁnglﬁggi%g are at or
bel ow | 05 bps. |ddchhent §peiIRAIS) laBcleddsdicho are bel ow 104 bps, which shows
that there was (24-23=1) oneinitial bid at 105 bps. This cunul ative bid
chart provi deb2aWBHhas ths ex¢lusiearaehy theamead theRulgsdtonbiiae tojaned user may have
to bid in order }. V. i e W, ni ng t he
auction. In the %1§£§%|5§°h?arﬁﬁﬁ%?‘§h‘%&b,ﬁ‘g@g%ﬁ°ﬁé Sg#&%'hgi%%#uégswg}r%e@mdi fied, the
end @gser knows theahd by in aedndinka aftér the&Sfdvpise dadededfophastmt | y garner no 10

| egitimate chance of w nning because there are already nore than $450
mllion worth of®§Pd®eYt 104 bps and bel ow, and the total amount of bonds
up for auctionziwrBeteRRckBBRanbel dnyQbctRnds 4B oloUistredh eveitby initial bids,
not final bids, are shown by the cunul ative bid chart 902, but the

protect ed spreadavapessrebBativedd iptesipreduthihe ppegrion 6f suchau@igl user as to
where the final bids may fall. In an 15 enbodi nent of the invention, the
cunul ati ve 4bi 1002 is color coded into three colors, one color for
bi ds t hat 2 fudh Erl‘ve a hypothetical clearing price, a second color for
bi dsi0t hat nmay2.brAmiyuenof sebeitiab (e Issher” pdndd o seilests thafetlowinghi rd col or for
bi ds that woul d be |.o he cl eakin ice. . lf . r_clicks or selects
nom nal chart 166‘?,59 Qs %%{P“’Bffcad8%&19551’%%‘?%“.5‘@%%@%3&% cated to the end
user, as shown igictig b bnilnuh anbi@ikhalm Bolthr el ofllddds Ritevsuéd)e nunber of
initial bids, grouped in bar graph form for each basis point spread. Also
shown is the qudsferenge B‘FasﬁﬂfﬁﬁmthPf?%rqwn?t@ﬁﬁ%?%ﬁpl%@a@ﬁ&{obasi s poi nt
spread. In the j bl I initial bids
at 103 bps, but %ﬁgﬁ%@%&%@@&;r&g&&gﬁgkﬁﬁéﬂ% ﬁﬁgrﬁmgglnfgeéén\(ﬁ%no million
wor tl1i at 103 25 (bfiSpread’nowanthe MeodinmeinTreafury foe whivhédridsivol bet he noni nal bi d

chart 1102 is col or ed. j.nto three col.or ne | or_f.or bids that may be
above a hypot hetﬁcﬁe&Feﬁgﬂ’EaMl?fﬁmﬁlr#&aﬁ Ogerstg%éﬁﬁﬁ@gﬁkglgeaf&éﬁy bids that nmay or

may not be aboveanifeusldeRréntel Pkt 1 Befdhthatk Thbdnel Dotviich bidks whill ds t hat woul d
be below the clearing price. If the user clicks or selects bid data 1103, a

bid data table lE@ecaptedithe CHiarmmSRreas qvar the BepshmatksBrasuys)iéhown i n Fi gure
12. Bid data ta . 1S RRVS: BRACH R & A DV uRSencidik he exanpl e, the
first bid shom%%lé%ﬁg%conpet% ve 62T_ea9%r9§£ SEEI‘Dl 2004 bid "N' at a quantity
of 2O ti nest anpelteauryRa<);Eininmunadoléarsiael fomEompetitivefiddy (theent i on, t he
entries in the hid data.table 1202_.are color c d.jnto ree colors, one
color for bids t ‘%CB’BP%@&S@I%S'H@ oatrﬁjélfnfl%ﬁgl%“etlﬂelnhe&{%rri ce, a second
col or for bids tdwhpeiiye Bids By “VMimie CahpvtivelBid Qlchmicnt™y apri ce, and a third

color for bids that woul d be bel ow the clear.i n? ‘54” ce. |If there are too
many bids to di spmayum Aolleize Ky dor-Gampeifee BiedMiBimuanNen1202, the end
user my click Qorihifd piicSLe plifstiladil: AbdhehiibiogyL 0 show addi ti onal
bids. Referring again to Figure 12, the end user nay elect to place a bid
by éftering bid Govipstitied Bidm (ther“Mingmywh dpe-Crinebetiti veddid In@ement’D} aice bi d wi ndow

1201 10 appears on.the end . user' reen whengt auction begins and
remai ns on the ﬁ@‘r‘mglélrdB@?{ bllqsqllaﬂityz@&%ﬁ%%gl hsgzectjj(gllné"mflf“lnlrm[éugh the vari ous
bi d history chardpseaansldérakiiesal BidthanneesanstamnédiHla Rikg Bidwaiditon, the end

user may choose to place a conpetitive bid 1203, a non-conpetitive bid
1208, or both a ag theirfenprtveyd (e Pratepsdh SEEHPREIETVE bid 1208. For
either a conpetit] I - Q. ik kM. B 208, the end
user nust enter %ﬁtmgh%gé@ég%égi%gn ﬁq%ﬁéﬁ%%%ésﬁged%{l,guéﬁgm llions. In
an éfbodi nent ofstdrtieg time;@n kudion eoding tiine; and mtiowthathe PeabSigevillse $1 ni | 1§ on
and can be increased in increments of $1,000. The m ni mum non-conpetitive
bid is $1,000 and can be increased in increnents of $1,000. An investor may
increase the size of an existing bid by up to SO% and 20 keep the ori gi nal
timestanp. In an enbodi nent of the ijwvention, increasing the size of a bid
by nore than 50% wi Il result in cancellation of the original bid and entry
of a new bid with a new tinmestanp | 204. In an enbodi nent of the invention,
for a conpetitive bid 1203, the end user nust also enter an initial bid

A NN o - A NN A NSNS ~r- a1 1




0 7 SEP 2004 I n an enbodi nent of the invention, max bid 1210 is the maxi num
anount a specific investor may bid in a given aucti @n? gmmzp ded t oget her,
the size of an investor's conpetitive bid 1203 and nonconpetitive bid 1208
may not exceed the maxi mum bid size indicated by max bid 1210. In the
exanpl e shown i'n 5 Figure 12, the nmax bid 1210 is $75 million. If the end
user properly enters bid information in place bid wi ndow |I201 and clicks or
selects submt bid 1211, the confirmbid screen shown in Figure 13 nay be
communi cated to the end user. If the end user has inproperly entered bid

i nformation, such as by entering a bid that exceeds the maxi num bid al | owed
for 10 a specific investor, an error._screen such .the one shown in Figure
20 is conmmuni cat*’é‘ﬂo‘f”ﬁe‘jc'h”‘é]@ﬁ@rﬂ%ﬂ?w&ﬁﬁaﬁﬁ?lgtﬂw%H@“grt?rg}s 2001 descri bes
the m stake to the, UfRievii id BEaRli@ce bid 1201 w ndow. In the exanple shown
in Figure 20, the bid exceeded the maxi rumbid allowed, is communicated to
the user. Ref&2rThegssagrang / poWRHras ¢helright, it nof thegbbgatinnle peshat |y entered a
bid, the 15 confjirm bid,sgre hown i.n Figur - nicated to
the user Confi rn%%@d’%q %@W@B‘?%ﬁ%’e‘ﬁ&“@?ﬁﬁ%‘? fgg?%qﬁg%gﬁfr)n%g?r‘li zing the end
user'ss previ ousl gie Phkief@dB&icimiiTresatyiRare. | f the end user has nade a

m st ake or changes his or her mnd, the end use | ick or select back

I . C

1302 to returfdt eéssb‘FreWFléﬁ%W&}thlWW%EP’@@?@“%H‘?%Z? ¢PdTl° user sel ects
confirmbid 130 fche“Iﬂ)"ealcﬁ}ifé"?ﬁtsmlﬁéEressb@éiﬁ'&lda%ﬁftﬁﬁﬂﬁzgzﬁ_sau&m\!\ﬂ in Figure 14, is
communi cated to the end user. Current bid status w ndow 1401 contains a
current status colum 1402 and a nodify colum |403. Current status columm
1402 di spl aysBiddingpresent bid or bids of the end user. Al so communicated to
the user is t iq-] : ' | S - Qe et i id 25 1203 and
non- conpeti ti g'téat}fe%hgtboﬁé%ls}a}q?h%gédn uh{séggé\é/{mmsl gs}??/to rr%fgfén\;gqu% a bid, the
end ser may el e&¥RH dneh@rgeait ive phiesdd @6 tothe stae obaftkr teend af conpetiti ve
bid 1203, the us%r naﬁ change the spread for the final bid |207, subject to
constraints suchP8&*{H& protected spread range 906. In an enmbodi nent of the
invention, an9bh@yestRNShy &idtta RErcdQuami bstongs fnlelias &l @05 of the bid is
that the size a bid nay be increased by up to 50% at any tine during the
auction wit hout %iveadspyey therRenehmask Tegepiry.|ip opglesis peinbdicremgnty SEp 200 user

i ncreases the q i1 « [0 3% e than 50% that existing bid will be
cancel | ed, and ;@m@:%ﬁiﬁi ﬁ“@é@&%@ﬁft he new size and a new tinestanp. In
an eybodi nent of3.2hewhaw eninvestor cagrsee Campeticve Bdntht fiadt Apread he si ze of a bid

cannot be decreased w t hout. cancel j it. ./An jnvesfio ancel bids at
any time during an C&H‘Q?‘?e&hwﬂﬁlﬁerew@leﬁgcéi"th?fc]n%eﬁég Se%ther b{’%@%ﬂ esent invention
may excl ude bi dder syfih, FHRIhe@AGEBE tid1aldidk Bl Aftinvinbiyrhdatad S di sruptive

to the auction procéss. |n an enbodi nent of the invention, investors are
gi ven a maxi mum bi dIatiel@idDnit that varies with credit and/or other nethods

establ i shed by ufie, g hade AndSYSLERRL: ISaPEASENd ygRLT on. When added

together, the sizé 'nvestor"s conpetitive bid and nonconpetitive
bi d 20ay not exceed Ihhstonenstibrafiar hechusiioneendd (thet ‘FgnabBol”"us&he does decide to

make a nodification,.gnd clicks aor select di f id.,1406 _a,screen such as
the one shown in F{%ap@yﬁtbée§%%£ﬁ§1tpﬁ§%§é?%e?@"f%ﬁf?rﬁtECt%‘;(arrpl e shown in
Figure 15, the end 344K fdage.chosen to nodify the final bid 1207 for the end

user's conpetitive bid |1203. The end user may click or select back 1501 if
the user has nmade-h helhitiebBiskwillmenbrrarinlg fign offer omihagart gf e he user may

click or select con 558{5*93tﬁz&é??f@*ﬁgﬁﬁﬁﬁ%sé hﬁe%ﬁ&&ﬁhiqg%tﬁ 03 shown.

Referring again to Figure user clicks or selects cancel bid
25 component of a Competitive Bid will comprise a firm offer on the

part of the Investor at the time of the auction close.
3.3. In addition to or in place of a Competitive Bid, Investors may enter a
desired quantity of bonds in dollars and a Spread equal to the Minimum
Spread over the Benchmark Treasury (collectively a “Non-Competitive
30 Bid™).
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20 140S, the cancel bid screen shown in Figure 21 is ﬁp&ﬁ#pk ted to the
user. In the cancel bid w ndow 2101, in the exanple g O\, end user may
choose to cancel conpetitive bid 2102, cancel non-conpetitive bid 2103, or
cancel both bids 2104. If in nodifying a bid the end user selects a final
bid outside of the 25 protected spread range 906, the review bid w ndow
1601 is communicated to the end user as shown in Figure 16. A notation 1602
appears next to the unprotected inproper final bid 1207, and a warning 1603
rem nds the end user that accepting the final bid would result in the |oss
of the current tinmestanp 1204. |If the end user changes his or her mnd, he
or she may click or select back 1604. If the end 30 user w shes to continue
with the new BiudNdGOEmpanie Bi@ral a&w NopTor@etithe Bidsdvillibewsdriasdin 1204, the end
user may select submt bid f605. 65 Q 7.SEP 200 In an e di ment of the
invention, if atoneHnyp#cHmenkat tgsmegronHetiehef A st eAAde one or nore
successful bids, f € .Adow 1701 is conmmunicated to the
end user, as exéﬁgpﬁgﬁg)ﬁ%vﬂ#ﬁgHigﬁggﬁgﬁq?gin Figure 17. Total successful
pur chase | 7043 $hiovisstdriimay pleed orfere{zseetimeBit and eneVdnkConpetisfe 5 dol | ars. I n
an enbodi nent of %Q? iqvention, soft dollars available 1702 shows the
portion of the s%ﬁl ﬂB’Hﬁhcession desi gnated by an investor to be paid to a

nonunder wri ti Bg. PieQjuaiititd ethginentlof « TampahpdiBi@must ®F gtdarr thavent i on, a portion

of the selling concession on each deal will be available to jnvestors on a
soft dollar 10 bewpldo theMigimunbompaisive Bt Sienend i g CrSIFR %M ng bids with
ear| i er Ui mest angsicRlehyShy P GAlREGldRE Al Hlleuighling concessi on
in soft dollars. Investors nay assidn soft dollars to accounts of their
choice. In an entyogionsnbf oNon-Kempenten Bidmystbagesteothen hwagualiptheo 24 hour s

after, a deal priges to.conplete.their.,.soft.dol.lar designations. 15 Size of
benchirark for sa émT‘?’@é\?oélfn(?%{}%e%Hﬁehglrﬁl\fe‘ézset%ﬁl BHHETMER © %\%nlf SO he
benchmar k Tr easuytht Migihin NotRChRpaRiveBRUhesmadi er the end of the auction.
If the end user enters a dollar amount and clicks_ or selects sell

treasuries 1783, Wﬂ’ﬁ‘h@“ﬁ%ﬂ&ﬁ@%@ﬂ?%ﬁ“@nﬁﬁ of afomgpstiave Bigepd n the first
flfteen mnutes AULECARCRIEH;Phucdl SOCdRALsLRY o Bhvedils CR@RGe I he amount

of the benchmark Treasury e 20 en er wshes to sell. The sale

may be nade at tleitps evhy WRifjomnthe Makinpm Be Sate.t he time the deal prices, or

approxi matel y, 30, m nutes. after. e.conclusion.of an ct.i on. Auction
resuﬁ(s 170S éﬁo{ﬁ% tlaé%é%ﬂdﬁglg%%é% "Q%ﬁér,eatgr?j%%eqﬁéa? ¥i ze 1707, and a
time of final priediRgmEpead otreRs Baghbiak dadsiry 6 BiaWa dritqudlavest spread in
25 basis points over the benchmark Treasury that results in the sale of all

of the bonds up theMaganym fpneadievsr theBeachmag TrepsuRal deal size 1707 shows the
aggregat e nunber of bonds to be sold and may be set by the issuer of the

bonds a prespecified tinme before the end of auction. Tinme of final pricing
1708 shows 4.h€hhnging BidSmeadsf a bond i ssue, with for 30 exanple, the yield,

[ d [ | Ve, - hal f f end of th
Buciiton, 66 ureeByBaG e eEhanp 8 e dOHE ok dlogn Ao e 1

successful bids BidfulkebErNGhaSIr@Gudto thbeurAmChitRhBida screen such as the one
shown in Figure 18 and continued in Figure . 19 is_comunjicated to the end

user. Aucti on42elaninyestguitempisde dpeqabpalSiglap wiueghalds legdhin and initi al
auction terns 1 - 8 oG i user. |In an
enbodi nment of tE@gfﬁﬁrﬁ?we{eﬁg&%?E%gkgﬁgﬁgﬁgﬁg%%g?q%ﬁgmg?g%em i nvention
uses a nodifi ed BuoaldhidAube DpenBook spstem will autdbeatictlly/after therdnveagionni ng bi dder s

pay mar ket -cl earin rice, that is, the. highe rice .that sells out all
securities offer ﬁoPlﬂ’r@ﬂ@'t&fE{q ?)H‘?Wiﬁmf’%ﬁlé’ﬁbg(ﬂgﬁ%flﬁg% %P YHES nvent i on, at
the end of the aéb@ﬁj"ﬂHi‘aulﬂﬁﬁ@Ifb?ecﬁfoﬂzhﬁﬂédb@@le\/mﬂéidﬂgac;uraﬂﬂify'fcbxﬂpduﬁmst-spread
bids up to the spread that sells out the entire offering. Al who bid bel ow
the clearing spr%b!ﬂlfﬁﬁiﬂeluﬁlﬁéyFOIBPQ!P@NSOW}GIPF%’GP“&@WE“%‘I%%@F’Ffba“spr ead. Bids
at the clearing . i iﬁmjﬁ In the event of ties
in spread and tiﬁrrlg{{saii:3 %%pa%ﬁ%gﬁagghgéra‘galég\g% e %)l?fg)g-ar@gagggdl'f the |l ast 15
accepted bid a8. Inhestart emnotrgodifyrtbaSprezipompbennof aN@phdapttion bk e avai | abl e,
all remaining bonds may be awarded within the final deal size to the

bi dder. In an enbodi nent of the invention, if the benchmark Treasury bond
yi el d noves up by a pre-specified nunber of basis points during an auction,
the auction will be cancelled. If there are not enough orders to fill the
final deal size 20 announced by the issuer, the auction will also be

cancel led. I n an enbodi nent of the ipnvention, successful bidders at the end
of an auction are notified electronitally. Basic information about the
auctioned bond are publicly available at a website associated with the




25 include, for exanple, size, yield, coupon, and matgrity. Further details
about the outcone of an auction and the denographics f 3E5q$n may be made
avai l abl e to those who are awarded bonds. In an enbodi ment o he

i nvention, bond pricing occurs approximately 30 mnutes after the auction
term nates. The clearing spread is added to the 30 benchmark treasury rate
to obtain the auction yield. The coupon rate on the bond may becone the
auction yield rounded down to the nearest 1/8% The bond price 67 0 7 SEP
2004 that corresponds to the auction yield and coupon rate may be
calculated to three decinmal places. Bonds nmay be nade available to trade

shortly after ari Ci Na “%gliﬁgt conpl etion of necessary docunentation. It
will be unmgéﬁlgby—tiﬁse—sﬁ(i lled in these arts that this exenplary bond
5 auction pr oLedsvesiosandyuhanghidantip yoreppiaht of alempsitivefBad oequi t y
securities, compdities, and other types of securities. Having described
the invention i ANMeIRPHHVEBIG IR ERBAUPHERE, it will be recognized by

_ those skilled 3 Br i ¥8v@fdr ahiliits %%ﬁ!ﬁ%@%het RRfy BbmSRB&&k purpose conputer

hardware may be substituted for the contiguration described above to 10
achi éve an equi \Cuimpetitiveddidita a vabierfiied Qompetitive\§id Disgealifipp @it ed t hat

arithnmetic |ogic circui, s onf.j ed to . L requi red neans in
the clains for 3%08&33??ﬁghﬁ%ﬁﬁéﬁﬁsétﬁ%gﬁnﬁrﬁuﬁegtgfl 6{%1§égga§l\%g;n bi dder, issuers
and auction ser empa@dess thit Compktithe BidppaC ettt it grebtaotben SKbkdoed in the art
that nodifications and vari ations of éhe referred (ﬁgb%%l ment are possible,
which fall wit hitbrothefist qreniiy camponent B3P SEHET BHr¢8T "alent i on as neasur ed

by the foll ow nglRliffR BidShe Ofentlobl S Glihitdmahéalsl ffeihe 1. A conputer

i npl enented net hod 'for conducting an ‘online auction of securities, 5
conpfi si ng t he dutestoothepppyriuditnty catebk dewEomasitymBidwith ei vi ng a
conpetitive bid Vi.n desi.r td 4 b .public price
that is visible @0“3 gvagﬂeé F*é’ﬂ{%g%?#?‘&%@%?g‘]; C%ﬁ%é@%% iﬁj\?/g%tgr'gri ce that is
not visible to aueititpeorpsntiteypdnd the Coheetitiva Bl Bisqualisitd Quiitdder who
submtted the conpetitive, bid and, when received, . is.within a protected
range of the pu&qnipoﬁ?qté%qaﬂ/ﬂﬂé’!abgﬂ_a?ﬂgmﬁ{g\%&ﬂ%a?iq}thf)?’l“@.&aﬁctﬂ}dgsent_s a price
that has an equqiina(pgi(g(%og%ggmg Al Arbaed mpehigvemigpet i tive bid being

all ocated securities than the |ikelihood of the conpetitive bid being
al | d6at ed secud.ilf ielpvintaratieropts torrbarageithg quaplity cempengnt ¢f@ Nfot ect ed range is

associated with 4 he | i aucti on: . VA di - b 4 on of the
securities whi Cﬁfogme @\%e %ﬁﬁ%fﬁ%u qai(fdﬂos'(;Ogﬁ%g?@egglgidﬁg%gﬁﬁrfcgr ket -cl earing
price that sell QuauiitytGoepopeeaisnitiak 8Y1) 185 thamdhpeunrentlly exjstmg ystigm wher eby al |
participants can nonitor_the auction.in real_tine. 2. The thod of claim1l
wherein the secPMPPrest efghsNosLammentive Bid on () thats &rtegdp Scurities. 3.

The method of cl '%W@J altieP R onbi i@ Bn BRI chRrdaGDImel ties. 20 4.
The net hod of clng‘%rm 3 er eiqlril'l tﬁgccommdi ties conprise gold, silver or

ot hé® comodi t i é¥ontCerpstitiveBidths Opendedk eystamuilkgutamethalhypdler Bie The et hod of
ke, e " ihliSioPls oFRSAARY B UL TR TR AllRBE MG @t on 25
following values set by default but subject to change by the Investor: a
quantity component equal to the Non-Competitive Bid Disqualified Bid
Quantity Component and a Spread comporent equal to the Minimum

25 Spread over the Benchmark Treasury.

6. _Award of Bonds
6.1. If the total quantity of bonds requested by all Competitive and Non-
Competitive bids is less than the Deal Size, WRH has the right, but not

30 the obligation to cancel the auction and reject all submitted bids. If the

total quantity of bonds requested by all Competitive and Non-Competitive
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6. The nethod of claim1 wherein the bid nmechani smfurther conprises
entering a conpetitive bid having a desired quantityﬂd? @Ewgqggi es, a
public price and a private price. 30 7. The nmethod of claim 1l wherein an
identity of a bidder that entered a particular conpetitive bid is not
reveal ed in association with the public price of the particular conpetitive
bid. 8 The nmethod of claim1l, further conprising: associating with a
particular conpetitive bid a tine stanp that is representative of a 35 date
and a tinme at which the particular conpetitive bid is received, and using
the tine stanp in the allocation of securities. 69 7 SEP 2004 9. The

met hod of claim@8, .wherein using.the, ti st in th i on of
securities conpridsdslesy tﬁ%&? f)ﬁfg%éz&?ﬂ? Wﬁge?%ggﬁ t%garnlcgletﬁé Arugggl}’ved
conpetitive bid hefReRrink QaRld.RAyiAPEME h NoBTohReiveBiewithacei ved
conpetitive bid. 10. The nethod of claim8 further conprising: receiving a
modi fi cation forquentiy pemponeticaual toohe differencebeheen thelPesl PRe ffication
provi ding a new pfri i - ar [ , and
associating wt HQ?L@%%?HB%OU Fé%eagégteng)eﬁj??ﬁ?%ren%%ﬁa@gg&ﬁg%gggfga??@rrestarrp t hat
is 18 represent &fidsve of a date and a tine at which the nodification is

received, and usjng the_updated tinme.sta in_the all t of securities.
11. The met hdd2-dtt ths edif ot W?EP%ici?mcpﬁtétw(‘]’élﬂnﬁngﬂ'é‘{?mpfﬁvse%@%ﬁlﬁsee one of
corporate bonds, qHiiGoRPthe RARGSo t@ﬁ%ﬁﬁ%abB@@@pﬂ@@d@np@ﬁﬁr@i ng mar ket
bonds, and junk bonds. 15 12. The nethod of claim6 wherein the bidder may
enter a non- conpe¥en-Compdsitive Bid. daarpt pomodifedly ?fi‘itlwsz?e’éﬁ-éf a conpetitive bid
wherein the non-compakid dealtifd QGRS Bidd6Hl besloguanidisg Of securities
and a spread equal T0 a designate ninmum spread over a benchmark treasury
secypi ty. 20 13.wilth@e meicktdinad Biddrahaod2st Wherdcampeaci obf Nannew conpetitive

bid or a new non;conpetitive.bjds is mark i.th.a tinme,st representing
a date and a ti rﬁor@ﬂgg v 18(51Hr'1]itﬁ@gﬁgﬁtegpaq%ﬁé%?gwscrg%&eﬁ?}/@’lgp bid or the new
non- conpetitive alai:éi!;téd%ic[s%gw%hm?& ehdal tolihe DeEtShRd TOE 1dtesi Spréadwher ei n t he

al l ocation of the securities ich al'l ows winning bjidders to pay a single
mar ket - cl ear i ng lpvel thet resudts insthp tosal quantityel bopdsrequerled beipg BIRFT conpri ses
conducting an o LA Gl Wty auction deal by
means of a web- lﬁ%e%é%%%ﬁngb%mﬁgg%ﬁic@egE’gnFliétagn%ﬁsecuri ties to be
auctiisoned i s glgshiyCampditiae Bedlthas hae;a Bzl Bid ¢onmporenti ooNow-he aucti on arrangi ng

approved bids froml quwest. t i ghest final bi ice pread conponent of
a non-conpetiti }@nﬁ?eﬂfl"%‘%@? g‘ﬂ&qgﬁégmeﬁécwoﬁgggﬁ ﬁ%ag%‘? @lseam%l | approved
bids starting wige.d vild¥eskankbd'Bbm Rhdie o laR¥ETne SPgRERgRONENt for a
non-conpetitive bid until an aggregate quantity of securities requested by

the approved bi dsodifiedgryeecieons Oifand §¢5, Equastitve Bidsand dgn-Gompstitiveg 7 Sgp
2004 desi gnati ng,. cl ' A OVB S 638 ggonmponent t hat
results in the g‘@@?‘é’g%?eea%%’gﬁtg“@ﬁ{gﬁﬁq’s‘é‘%Eﬁ‘%ﬁpes rsetérﬁ%steé by the approved
bi dggobei ng gr eatggrepitatumtityafbahdstroquelted thetk agiepted bids rsegugpitarghaal | accept abl e
bids in order fromearljest to |ates i me, stanp..value: a |l ocating the
securities to tHEe&‘@gB’pt‘%‘%lﬁF@ Sb%edﬁé&stﬁﬁi@fﬁt&? W@P%mpé?a&p aélggléagd upon pri or
to begi nni ng t he,,pHgEhRM colpond¥? eRIPRY Bé QReaifntld Spreddakiflbe agamed onl i ne auction
of securities, conprising: a conmputer system connected to |nternet

comuni cati ons dwnites: Mhentabisisrcgerding to dollar quantity of bonds requested.
6.4. If all bids are Non-Competitive and the aggregate dollar quantity of bonds

—

25 requested by those bids exactly equals the Deal Size, bonds will be
awarded at the mid-point between the Minimum Spread over the
Benchmark Treasury and Maximum Spread over the Benchmark
Treasury. Except as modified by Section 6.5, if all bids are Non-
Competitive and the aggregate dollar quantity of bonds requested by

30 those bids is greater than the Deal Size, bonds will be awarded at the
Minimum Spread over the Benchmark Treasury.
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10 at renote term nals can communi cate with the conmpyter system a bid
mechani sm nmeans coupled to the conputer system for ralziSEﬁQHmﬁconpetitive
bid having a desired quantity of securities, a public price that is visible
to all auction participants, and a private price that is not visible to
aucti on- parti<cipants other than at nost a bidder who subnmitted the
conpetitive bid and, when received, is wthin a protected range of 15 the
public price, wherein the private price represents a price that has an
equal or greater likelihood of the conpetitive bid being allocated
securities than the likelihood of the conpetitive bid being allocated

securities based,on the publi r4 ce. and t IOt . LS associ ated
with the onli ﬁ& gﬁlﬁetalggﬁgﬁgﬁuagﬁpgoé’g I|1(})Sr]1'€ ue%%fsab)g%luaﬁ%g%%ﬁ) (I)C[S? ﬁgr% %"iL"‘Z mechani sm
means for all ocaiha@heWeal $ig:, AR a6RGiel bids @sth\ihy Iigheat Iposa awd thei ng bi dders to

pay a single market-clearing price that sells out {he securities; and a

di spl ay means at laesielime s vidrsiaardsd a pgtip wantinol adteppliP de system vi a

the Internet whe et ; IhRbuide, stphdon in real tine.

25 16. The appar g%%n%deﬁgﬁﬁe%ﬁaﬁg%ﬁﬂi%ge%msgecﬁlrli t?yes conprise equity

securities or dehtjusedbyiallaespted Fids Tims dppmestityief whdetegiasicd Bywher ei n t he

securities conpri,se co ities.. .3 . The ratus @f claim 17 wherein
16 fesePeRgoTt e pEbesf Sgretien SRy P

the commodities commbdities traded on a

| i censed comadi by I£%EBANER havkS Fidd Bid@iSpiat gsmednent dialNch® wherein the bid
mechani sm conpri ses an, open Dutch auction prqocess. 35 20. In a network

havi ng a user no@émP?’i’élr"Egiqwlﬁsséh%rtb%\glﬁﬁmlﬁ'%agﬁﬁ%B%E)‘V%ree%?ng%ﬁtd network, 71
7 SEP 2004 said vidi ng requests for information and providi ng
bi ddi ng i nput co%ﬁ@ﬁgﬁpgg?d networ k, a network node conprising: an

auct lon ser veb.7nBIR. Haslperhs fesaveschearight tpmsstt f CompetitivdorN®r node to
participate in a SeCL{l’j t"’%& auct i Qn as a qualified bidder, whereby the
auction server nSQBPCEVEPIPIAN "5 d mechani sm for receiving a conpetitive
bi d having a dasiargdhaiaaideptyd B WREC Wil don&Rute an frdbbdablepoheat tohat is visible
to all auction participants, and a private price that is not visible to
auction partici pBWehpspiosaitios R ednveiiost a bi dder who subnitted the
conpetitive bid and, when received, is within a protected range of the
public price, wherein the private price represents a price that has an
equals or greateicingi kel i hood of the conpetitive bid being 10 all ocated
securities as thﬁ IIHJ kel i hood of the tcg{?éet.i ltnies\/aeﬁ(_:b‘i,:u%tlaub 1!3199 al |l ocat ed
securities baddd oM RIPERTEYE aPRsPy At

HHE proteced range i s associ ated

with the online gughhed THRIAVIMSsI@thatAntal Van dfs dereuinkd bes which al | ows
W nni ng bidders to pay a single market-clearing price th?t sells out the
of fered securiti adsingihe/Clspong Srsgaddo i Bearhmgie FEBYPTARrCHARE FPPAL i ng users

can moni €01 the SECHIL b AHEE A Ak ALK rOEd adn Rl AN auct i on

11
server node in accordance with clalm20, wherein said securities conprise
equi 2y securiti escemetsisterseed by WRI andthe Issyer.alies Yapd psies thet node i n

accordance with claim 20 rein I,d_securitjes. CoRpf. 0 comodi ti es.
23. An server noqu%onﬁi@&%gﬁégnﬁgﬂ a%f%ﬁ“ﬁ?%,“%%?@%r@?ﬁ%&zcommdi ties
conprise gold, stdcyRil picedt her commodities traded on a |icensed commodity
exchange. 25 24. An auction server node in accordance with claim 20,
wherein the bid nmechani sm conpri ses an open Dutch auction process. 25. An
auction server nﬂfgeAl_ilé@ioﬁcpgg&gsance WI t_h cl a! m 21, wher ei n fthe bi d rre_chani sm
further conprises entertng a conpetitive bid having a desired quantity of
secu?ities, a publah empodimentdFthmnnieation, awavesvigw pEbe sy@m THbe auct i on server

e o o Ao o U5 AL b P LB AR, ST ey anc
end user of the auction method and system of the present invention uses a
standard web browser 601 to access via a network, such as the Internet 602, both
an information website 603 and the aunction server 604. The information website
30 603 may be associated to a published URL and contains information about

offerings and the auction process of the method and system of the present
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7 SEP 2004 27. The auction server node of claim 26 wherein the private
price is equal to or higher than the public price. ZﬁzTgEPa?@gl on server
node of claim 20 wherein: 5 the public price is expreSse n public
spread that represents the difference between an interest rate that the

bi dder is willing to accept on the securities being auctioned and an
interest rate associated with a sel ected benchmark treasury security, and
the private price is expressed in a private spread that represents the

di fference between an interest rate that the bidder is willing to accept on
the securities being auctioned 10 and an interest rate associated with the
sel ected benchmark treasury security. 29, The, auct.ion rver node of claim
28 wher ei n IBVRBIQH | papuctiph pireer SRRy sentain thsapciian engins Ksel WOF% to or | over
than the publj G 15 30. The auction server node of claim 20 wherein
an identi ty%o#&éﬁg?ﬁgg}' that entered a particular conpetitive bid is not
reveal ed in assBigimt22 showsi antexethplagyebibodiment of gheathysierd npiavotk ll ar conpetitive
bid. 31. An auction.server.node in. accord ' ' wherein the

bi dder may " H?%}E’Odaan%ysﬁeghgfctg%%ﬁn Lln\‘feen? P'dﬁ{}%&%r 3?&5%%18%5{)9 éo%oi n place of a
conpet i ti venltirds sWABEcEidNo b Rerwd ) sennpeieilitene; 220U innelerdedinentdsi red quantity
of securities and a spread equal tq a desi gn@t ed n‘iiﬁjérmm spread over a

benchmar k thedBeenrgn, daysipp gppligation g themeaihadang gysirg} LRI R accor dance with
claim 31, ' 0 ity thhMBovi@eshi 1d0RIbpAcdraMtiBEN- cConpet i ti ve
bidis rrar\li\ﬁéﬁﬁt\?\nd p%&%ﬁ%e%tagctog%&t@ggeeg%ntilﬁo asdate _aIrJId a tilrre when a
confirmat i omthefinterhes 28l Rongy@R02 isventsitdd trswitale 2HBwwhish maybpét i tive bid is
recei ved. ion. server naode in NGE M L ai m 20, wherein
the all ocaﬁﬁ%‘?@%}&k{ﬁ%s%‘ﬁlt%eaéf?rcfaﬁr&gvs}&vﬁﬁugﬁggﬁlgx\%s%%lt%?irpgq%i dders to pay a
si nghe nar kehrecle@ Y prodicitn aetitrh@tves 2204swhidh map ec destumnict aethe bonpri ses: a
first code nechani smfaor conducting an open %t@ch auczébgn f'%{s a specific
security alEtduglipngeRrr. SxHEh&rds léagﬁu&‘?i’f“?‘ftgﬁﬁfba_ B S5V 22801 auctioned is
desi gnat edfn?aly%%%si afef a5 2 FaSE 6RRHp GRG8. PReh@Rh SRR YAVad20Padde Tirst code
0

mechani sm arrangi ng 35 approved bids fromlowest to highest final bid
price or sprdadsourpdbeme cofneated trasaith 8245 wiish ipiay be degmicfangi ng bei ng
performed at. the end of the auction:. o~ i.rd code nechani sm
coupl ed t o PEHECEEYE cfwétBIE‘igq%@h%enﬁsgdrﬁag%rmg’easﬁ gra}tgt% ?ﬁvébﬂg'sfn;&gcept abl e bids,

al | gppr ovsﬂabbﬁiﬁiﬁnt’ﬁfﬁ{eﬁhm@im,tdtgitgl_ déx@msblahﬁﬁainthﬁ Titeomet ROYesSs spr e?d
conponent for a non-conpetitive bid until an aggregate ntity o

securiti es tresghegued 2y a@‘h@%ﬁ‘&t%al lﬁ‘glq?@"t@g'gﬁ’f’g‘rml?tﬁ‘gbjﬁlg figqual to the
deal size: ouind QAR FEGOAND BRIGAALELIh SartB2208] Bbkapde mechani sm

for designating as a clearing spread, owest spread conponent that

resul ts i n stiver 2206 mey alse bejomiheistye asbociated mibli¢ pefwpikpnd s¢rdek a5yhe he appr oved
bi ds bei ng eater that.or. equal to t . ShZes Lft h code nmechani sm
coupl ed tofgiigvefg%ﬂfeﬂ’r%% o%éﬁ%?e%v r?@ﬂﬁlgﬁggﬁgseale% l'-jga{lzcept able bids in

ordep fromegaetii@sth thedisdodiagtprivitaRetsofnfatcahtdias odachohdngmst xt h code
mechani sm coupl ed to the fifth code nechanismfor allocating the securities
to the accdpplabprplsaia@Ers according to rul es agreed upon prior to begi nning

the auction. SdgighDATRNCh oAGLAT B Gitiainchi ArAduaRndoeDIt er useabl e
medi um conprising 15 conputer readabl e program conprising one or nore code

segnent s caiftheguatied and systwmolitbe prsenbinueition. dbctipaseerI®4 WY the Veb;
Guant i 1y oR°SaBTr Pl e bt F7pb GyS AEFRRL b Be 060 19 Dt T on
par tsci pantageticneé 230 ahd &i Kinfihisestod 1384, Asctivater 2B&d, biminigrauct i on
particl pantzs?,Od(:tagg {Jidtn?a%gge?tz.’;{grﬁo z?li[ ha%e ta?(i:c%gsecg thve\zlfbci\/@ 396’9'[1}1%% E:ltl’l gdiﬁlgrrl];p etitive
of the invention, auctioneer 2303, administrator 2304, and bid manager 2306 may
have varying degrees of access to the OMS 2305. OMS 2305 is an order
management system that is associated with one or more databases 2302. Bid
30 manager 2306 is connected to web server 2307, which is in turn connected to a

network, such as the Internet 2308.
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20 bid and, when received, is within a protected range of the public price,

wherein the private price represents a price that hagp qugﬂq or greater
| i kel i hood of the conpetitive bid being allocated securitie han t he

| i kel i hood of the conpetitive bid being allocated securities based on the
public price and the protected range is associated with the online auction;
provide an allocation of the securities which allows w nning bidders to pay
a single 25 market-clearing price that sells out the securities; and
provi de a system whereby all participants can nonitor the auction in real
time. 35. The nmethod of claim 1l wherein: a public price conprises a public
price expressed in currency; and 30 a private price conprises a private
price expr essedFiggreddrsheweymomgletatebvigy ChHHCXSIPENSIYHFES wherein the private

DUi e 1S CqUalielio®he il ABGSd AAubSr AUBldL i RSB, Bfucf4 7 SEP 2004 37.
C erein: pub

The net hod © aim1 IC price conprises a public price
expressed iMamaggudnt Bystsp2éiddor OMES, sseperegdretd by uh OMRE/ € orePdHcwitbet ween an

interest rate.that the bidder.is.willing to cept_on the securities being
auct i oned é&?ioﬁ‘?ﬂ‘%i"ﬂlf @’ﬁ@&g’g?ﬁ?nﬁwé’@?‘gﬁw%Q?%‘ealg‘éegﬁ%%tlsed benchmar k
treasury segdpohdidle fo? tradlinothp plinciiaBotifédiCar thyyptens@BicRmay inchide pri ce
expressed in a private spread that represents the di fffere%g%ebetween an

i nterest rdnlrmaien assaeiatsd yahusys aggopnis. Ryctiogs.posiEps g fille urities being
aucti oned ' 1 . ' ' _benchmar k
treasury sZhgl%}ag%}?éfn?%gsrt%@.h%%%@&%hﬁsﬁaﬁ&m&§%H%%%??It%%e private price
conpri ses &apadiauthibazasipn.ebchntehrbdineniaxftied intantion, Qrdeédanagement he public

spread. 39._ The hod of .cl.aim 3 rein f. th Ll spread and a
private sprséféfﬂmazgz6 T§y§](t§%l"éﬂerfl?{“fi ?Vm]?ba&%‘g&ggssfﬁgmpc 1|%%tfa %?erslgé%grrent s. 40.
The met hod i9fheGdcas for v iad @véhtd hRughtt ihe syiinedl an smbedigahtad theo ot her

bi dders over the web, but an identi t%Qof t he _biagder as tg%ﬂbid with the

publ i ¢ spr daEnHen&irees ManasrmestiBystepnl4d § usepRelatigny Saclgns 0 wherein the
private spr 1) bGisPhQaR N WBE ant han a

prot ect ed St%?%g@%%%&ﬂ%}én@@%le&#g?ﬁg ﬁgg%gl gi ?711 41 mh%r eier_l the private
spread i s natenbediemhtef theanvdnktion, Relatidenl Backing $towf2487 istresporsilde foon ends. 25

T T S LR oM Sl ORGSR [ ot
clai 1 1 whedeshifls thb rin@fdl bbjetis 61 166 UPp&Bpek FReay avillatien 4 peadinenrent s. 30
storage, and for obeying referential integrity constraints of the data model. In an
embodiment of the invention, Relational Backing Store 2407 implements a Java
JDBC interface to the vendor Relational Database System 2408, such as the
Sybase Adaptive Server Enterprise.
20 In an embodiment of the invention, OpenBookManager 2406 1s
responsible for bidder account management, multiplexing a bidder-role based
interface to the Order Management System 2410, and position management for
authorized accounts and to provide a single listener interface for state changes in
active auctions. The OpenBookManager 2406 makes state and position
25 information available to clients for use by any user interface system that does not

use the Order Management System 2410 API/SPI directly.

In an embodiment of the invention, the OpenBook system Servlet
Interface 2405 provides programmatic execution linkage between the Java Servlet
Engine 2404 API Specification and the OpenBookManager 2406 module. Servlet
30 invocations are mapped to OpenBookManager 2406 interfaces to allow user
interfaces to be constructed for HTML. The OpenBéo'k Servlet Interface 2405 is
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45. The nethod of claim44 wherein the noney market instruments conprise

one of United States treasury bills, bank certificat
comer ci al paper and repurchase agreenents. 3S 75 9? @Ew%ﬂzG The

met hod of claim 1 wherein: providing the bid mechani sm conprises providing
a bid nechanismfor receiving at |east one conpetitive bid and at |east one
non-conpetitive bid having a desired quantity of securities and no price
limtation; and providing the allocation of the securities conprises

provi ding an all ocation of the securities which allows w nning bidders to
pay a single market-clearing price that sells out the securities, the
allocation allocating securities to non- conpetltlve bi ds before aIIocatlng
securi ti es invokaimgepittdlieébhiats Sery Bt EIYBIHGTM@%W beR DB product  of

cl aim 34 aer ewﬁ%%gm??&é L JiSi ETRNLFE JR‘HH& ?tu%ﬁ&t}l&'e(ﬁb?ﬁxe@'“ debt

securities: er 'proogram produ alm 34" wherein the
securiti eaﬁ@wwsmbmdnm amxchiﬁayzb@ ZeThieors Gaypkeehnabrgyg HAPpr oduct  of
cl ai m 48

erein the conmoditi il th
commodi t i edep sgYEF4GhIsAn W%@Wégcs‘?fﬁ I%Srgwg%{)i«%gﬂgtgr %&%Sﬂ'he c&rpﬁ[ er
pr Ogham product Plgaglegnlsbah%%w 9:311?101% I?-ﬁil\?t clte QQQ#(%’E’@ ﬁb@es an open

Dutch auction p he cornpu gram product of claim 34
wher ein:  apativi f?arWeh@;ﬁra@@ﬂﬁfﬁxﬁ@ﬁmﬂﬁpb&%@the DpenBexpBesked in currency; and

a private price conprises a prjvate price_ex n currency. 25 52. The
conput er pﬂ@@'f%ﬁﬁﬂ)%ﬂ@{]e q%?mﬁjfgﬁl%r @?rﬁgtﬁ‘ieﬁﬂa}‘ %\Ee ice is equal to
or higher th thGidR fof B pRrivipal D6je&OHMHE tﬂlraﬁaeraﬂlmeﬂ*OdUCt of claim
34 wherein: gﬁ g%;ﬁaﬁb’@él cels eigreslpsae ﬁlen a safslcc sFread that represents
the differ ann@t@eawm@ms:s@stfamaiumﬂ@se@qh a5 e amimé%tetll-iféh!ﬁ GRYSFs willing to

acc t on th securities and an interest rate associ at ed
ﬁBa sel & éﬁtsﬂlélﬁk’ﬁﬁﬁjlp&g raélggﬁﬁéﬁﬁsoggﬁgl ty; and a private price is

expr essed in a ﬁﬁbti’o"i‘xts%n%?b%ﬁjasé Balerhepresents the difference between an
interest rate I'S Wwiling to accept on the securities being
auct i oned and a"m anrenéodisent oftthe nveantion. ansyerplaty detabass sghemp & Benchmar k
treasury securit 7, SEP 2004. 54 ram product of
cl ai m 53 wRESHEP ﬁgrtnyeo‘?ﬁl?ei mstped S%S%ené 8%‘%? Prs%éé?m%%ﬁ 3l ndt 89

described.

15 In an embodiment of the invention, an auctiondb database may represent

the Relational Backing Store (RBS) 2407, as shown in Figure 24. This database is

associated with the auction server of the method and system of the present

invention.

The following statements clean out any existing auction database to set up

20 an auction:

use master
dump transaction master with no_log
drop database openbook

25 g0

The following creates an empty auction database:

create database openbook on data=10 log on logs=10
30 go

use openbook
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spread being equal to or |ower than the public spread, . 55. The conputer
program product of claim 34 wherein an identity of a gi?d&EP 2Mt entered a
5 particular conpetitive bid is not revealed in association wth the public
price of the particular conpetitive bid. 56. The conputer program product
of claim 34 wherein the one of nore code segnents are further configured
to: 10 associate with a particular conpetitive bid a tinme stanp that is
representative of a date and a tine at which the particular conpetitive bid
is received; and use the tine stanp in the allocation of securities. 57.
The conputer program product of claimb56 wherein using the tine stanp in
the 15 allocation of securities conprises allocating securities to an
earlier redfived conpetitive bid before allocating securities to a |ater
recei ved conpetitive bid. 58. The conputer program product of claim56
wherein the one or nore code segnents are further_ confi d to: 20 receive

igur
a modi fication Adrsers ieblegisfingsstatiamiomivgan ahqu\/@tlbi%d?at\met%'%% modi fication
provi di ng riv Lce ] ; t ed range, associate
N Eh the partr R e B R R e e et i <

r epr gsent ataitménisifaton 2308l &n Andorret 1308, alhid whhager 2306, andtifhiigati on i s recei ved,
and using the uggated time stanp in the ?&% cati?n of se%%%gties. 25 59.
The conput SPAEY EYF- SRFHFEDE S5 VR AESFOHNS 7 ‘gﬁgéﬁaﬁ PRESHRBY % curiti es
conpri se ongmpénepRmighaifieARRGSLy thY UkGR P tableNHach W@t gegasdacked bonds,
enmer gi ng market bonds, and junk bonds, 30 60. The conputer program product
of clai m 34miguePesrD whish iseised fotrpastodbaiier Een absepblaarket i nstrunents. 61.
The apparat.u al vherei n the noney market instrunents conprise one
of United §P§P§§w§$§%£%ﬁ§”'i||s, bank certificates of deposit, comerci al
papa and repurchase 35 agreenents. 77 7 SEP 2004 62. The conputer
program product of claim 34 gherein; the bid nechani sm conprises a bid
nechanisnlﬁgﬁﬁﬁégﬁﬂﬁmﬁﬁmawmﬁ ast one conpetitive bid and at |east one

non- conpet i tiveiqif, Baring a desired quamhilly of securities and no price
limtation; and 5 the allocation of the securities conprises an allocation
of the securiti eyngik Bimesr{l8M8 wi nni ng WiEHbrs to pay a single
narket-clearingkp%h%%cﬁg%% sells o#&r&ﬁe securities, the allocation

al l ocating securities to non-conpetitive bids before allocating securities
to asnpetitive hsdNamdQrd3r(68n auchétomllser ver node in accordance with claim
48, wherein each of the pqﬁ%ﬁg spr ead an% private spread are stated in
ternms of one ba§P¥? ey Ments. 64™an auction server node in
accordance Wt hgghai ot Wherein ghgupublic spread is revealed to other

bi dders over the web, "but an identity of the bidder associated with the
securityKey varchar(255)  null,

status mt not null,
20 unique (id),
unique (userName)

)

print "Created openbook..users”

go
25
A userLog table relates to security and error checking for users in the
method and system of the present invention. Whenever an action is taken, the
userlog is updated to catalog the action. An embodiment is as follows:

30 create table openbook..userLog (
' editld numeric(18,0) not nuil
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15 public spread remai ns anonynous. 65. An server node in accordance with
claim64, wherein the private spread nay not be |ess @?@hwubl i c spread
by nore than a protected spread range. 20 66. An auct¥dn r node in
accordance with claim65, wherein the private spread is not revealed to

ot her bidders until after the auction ends. 67. An auction server node in
accordance with claim®64, wherein the private spread conponent is not part
of a firmoffer by a bidder at the tinme of auction close. 25 68. The
auction server node of claim 20 wherein the bid nechani smfurther
conprises: associating with a particular conpetitive bid a tine stanp that
is representative of a date and a tinme at which the particular conpetitive
bid is received, r@fn@n@gpp@bp%.u%qr%@),st anp in the allocation of securities.
30 69. The auctj, &uﬁ%ﬁgﬁg Ozode of &kalm 68 wherein using the tinme stanp in
the allocation Of securitiés conprises allocating securities to an earlier
recei ved conpetadiowitbi d bef ore aldodbudti ng securities to a | ater received
conpetitive bid. 35 70.. The auction server . .node of claim®68 wherein the bid
mechani sm furt h@”@o%‘&r“f@es: 78 7 SEP°IBY4 receiving a nodification for
the garticul ar gompRthideMg1oy, W th thetmmdification providing a new
private price that exceeds the protected range, associating wth the
particul ar conpemumese(180H an updatobaull e APCRINRE YSE&'St epr esent ati ve of a
date and a 1td'5m3 at which the nodification is received, and 5 using the
updated ti r(na ’stanp in the allocation of securities. 71. The auction server
node of cl ai m 2{sewimteciarchtdi€0)debt mtouliti es conpri se one of corporate
bonds, nuni ci pal bo@r}ﬁa%i nor t e- backed ponds, energi ng nmarket bonds, and
junk bonds. 10 ¥otac ea"&E‘thiarg server A8de of claim 20 wherein the
secypities corrpggcﬁypﬁ;&qyt mar ket imghalynents. 73. The auction server node
of claim72 wherein the noney market instrunents conprise 15 one of United
St at es treasurysebiﬂiltb/g?ﬂﬁﬁ?h@féﬁ)tifﬁ“ﬁlat es of deposit, comrercial paper and
repur chase agr eg $. 74. The aucfjqm server node of claim20 wherein: the
bi d mechani sm conprises a bid mechanismfor receiving it |east one 20
conpetitive bidudiget (&tld) east one non-conpetitive bid having a desired
gquantity of) securities and no price limtation; and

i5 print "Created openbook..userLog"
go

An accounts table is used to record information associated with end users,
such as investors associated with the method and system of the present invention.
20 Examples of end users are institutional buyers, individual investors, and retail

users. An embodiment is as follows:

create table openbook..accounts (
tStamp datetime not null,
25 ownerld numeric(18,0) not null

references openbook..users(id},

id numeric(18,0) not aull,
account varchar(80) not ntull,
name varchar(60) not null,

30 status int not null,
securityKey varchar(60) null,
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the allocation of the securities conprises an allocation of the securities
which allows wi nning bidders to pay a single market- cnéprsmzwg ce that
sells out the securities, the allocation allocating securities to
non-conpetitive bids before 25 allocating securities to conpetitive bids.
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5 An accountLog table is used to record and catalog all actions taken by

given account. An embodiment is as follows:

create table openbook..accountLog (

editld numeric(18,0) not null
10 references openbook..users(id),
txId numeric(18,0} not nuii,
action int not null,
tStamp datetime not null,
ownerld numeric(18,0) not null
15 references openbook..users(id),
id numeric(18,0) not nuli references

openbook..accounts (id),

account varchar(80) not null,
name varchar(60) not null,

20 status int not null,
securityKey varchar(60) nuli,
contactName varchar(80) null,
company varchar(60) null,
address1 varchar(60) null,

25 address2 varchar(60) null,
address3 varchar(60) null,
city varchar(50) nuil,
state varchar(20) null,
zip varchar(20) null,

30 country varchar(50) null,
directPhone varchar(30) null,
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()-Y null,

nuil,
null,

nuli,

nuli,

nul,

A roles table provides a convenient repository for security roles defined by

the auction system. Each role is assigned a unique RoleID. This RolelD 1s

referred to by a UserRoles table. Semantics of roles are defined by the

application. The roles of users may be checked to determine if a user has access to

certain resources or is allowed to perform various tasks. An embodiment is as

1090D& () - 8 emailAddress varchar(80)  null,
challenge varchar(80) null,
5 response varchar(80) null,
companySwitchboard varchar(30)

wrhManager! varchar(8()

wrhManager2 varchar(80)
clearingAccount varchar(80) null,

10 instructions varchar(80) null,
accountManager varchar(80) null,
accountNameDisclosed bit  not null,
accountType varchar(8)
bloomberg varchar(80)

15 bocName varchar{§0) null,
bocPhone varchar(30) null,
bocEmail varchar(80) null,
creditLimit float null,
agreementSigned datetime  null,

20 unique (txId)

)
print "Created openbook..accountLog”
go

25

30 follows:
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roleld numeric(18,0) not null,
roleName varchar(20) not null,

unique (roleld),

5 unique (roleName)
)
print "Created openbook..roles"
go
10 The userRoles table enumerates all of the roles that are associated with a

particular user. An embodiment is as follows:

create table openbook..userRoles (

userld numeric{18,0) not null
15 references openbook..users(id),
roleld numeric{18,0) not null

references openbook..roles(roleld)

)

create unique index userRolesIndex on openbook..userRoles(userld, roleld)
20 create index userRolesUserIndex on openbook..userRoles (userld)
create index userRolesRolesIndex on openbook..userRoles (roleld)

print "Created openbook..userRoles"”

g0

25 In an embodiment of the invention, a userRoleLog table represents the
complete transaction history of each role change for each user known to the
system. Each transaction is assigned a unique userRoleTxID. An embodiment is

as follows:

30 */

create table openbook..userRoleLog (
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109&' ()- f 10% udefgrenaes openbook .users(id),

userld numeric{18,0) not null
5 references openbook..users(id),
roleld numeric(18,0) not null

references openbook..roles(roleld),

action int not null
)
10 print "Created openbook..userRoleLog"
go

In an embodiment of the invention, view userRoleNames is associated
with the same data as userRoles but provides user and role names instead of ids.

15 An embodiment is as follows:

*/
create view userRoleNames as
select useriName, roleName
20 from openbook..userRoles ur, users u, roles r
where ur.userld = u.id and ur.roleld = r.roleld

print "Created openbook..userRoleNames”

go

25 An auctions table defines actual auctions that are run. Each auction is
associated with a set of parameters defining that auction. Click-through
parameters may also be used. Table valuss for parameters may be stored. In an
embodiment of the invention, parameters that are required and must be provided

_ are the ones listed as “not null” in the following exemplary embodiment:

30

create table openbook..auctions (
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30

10%@ferences ppenbooigugers(igl.0ox&' () -2

id numeric(18,0) not null,

cusip varchar(12}) not null,

description varchar(255) null,

status int not null,

total Available int not nuil,

minValue float not nulf,

max Value float not nutl,
valuelncrement float not null,

lotSize int not null,

openTime datetime not null,

closeTime datetime not null,

alert varchar(255) nuil,
announcedSize int not nutl,
minAuctionSize int not nuli,
maxAuctionSize int not null,
auctionFormat varchar(80) null,
benchmarkDesignationTime int not null,
benchmarkDollarPriceAtPricing float ~ notnull,
benchmarkRateAtPricing float not null,
benchmarkRateMax float not null,
benchmark Treasury varchar(15) null,
benchmarkCusip varchar(12) null,
bondsFreeToTradeAt int not null,
clearingSpread float not null,
jointManagers varchar{80) null,
compSizelncrement int not mall,
couponDates varchar(100) null,
couponFrequency varchar(15) mull,
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evallnterval mt not nuli,
faceValue float not null,
5 finalPricingTime int not null,
issner varchar(50) null,
listed varchar(15) null,
maturity datetime nuli,
accruedinterest float not null,

10 maxBidIncrease float not null,
maxCompSize int not nuil,
maxNonCompSize int not nuil,
maxPurchase float not null,
minCompSize int not null,

15 minNonCompSize int not null,
nonCompSizelncrement int not null,
pricingTime int not null,
protectedSpread float not null,
rating varchar(40) nuil,

20 sellingConcession float not null,
settlementDate datetime null,
settiementTerms varchar(80) null,
issueDate datetime not null,
sizingTime int not null,

25 sofiDollarEarlyCutoff int not null,
softDollarEarlyPercent float not null,
softiDollarLatePercent float not null,
structure varchar(80) null,
term int not null,

30 typeOflssue varchar(30) null,

' wrhManagerRole varchar(30) null,
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yieldToMaturity float not null,
unique (id),
unique (cusip)
)
5 print "Created openbook..auctions”
go

In an embodiment of the invention, ‘view deals’ allows users to see views
for report generation and reporting purposes, such as for those who monitor an
10 auction. Views may be created so that databases do not have to be queried each
time a report needs to be run. In an embodiment of the invention, data is aiready
assembled and fed into reporting structures associated with method and system of

the present invention. An embodiment is as follows:

15 create view deals as
select tStamp, ownerld, id, cusip, description, status
from openbook..auctions

print "Created view deals”

go
20
An auctionLog table is used 1o catalog and record all actions taken for a
particular auction. In an embodiment of the invention, user changes are recorded
in the auctionLog table. In an embodiment of the invention, parameters may be
changed by a user. An embodiment is as follows:
25
create table openbook..anctionLog (
editld numeric(18,0) not nult
references openbook..users(id),
txId numeric(18,0) not null,
30 action int not null,
tStamp datetime not nuli, -
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10%EE& ()-" B} <K?efelrgnces openbook..users(id),
1d numeric(18,0) not null references

openbook..auctions (id},

5 cusip varchar(12) not null,
description varchar(255) null,
status int not null,
total Available int not null,
minValue float not null,

10 maxValue float not null,
valuelncrement float not null,
1o0tSize int not mull,
openTime datetime not nulfl,
closeTime datetime not null,

15 alert varchar(255) null,
announcedSize int not null,
minAuctionSize int not nuli,
maxAuctionSize int not null,
auctionFormat varchar(80) null,

20 benchmarkDesignationTime int not null,
benchmarkDollarPriceAtPricing float not null,
benchmarkRateAtPricing float not null,
benchmarkRateMax float not null,
benchmarkTreasury varchar(15) null,

25 benchmarkCusip varchar(12) nuli,
bondsFreeToTradeAt int not null,
clearingSpread float not null,
jointManagers varchar(80) null,
compSizelncrement int not null,

30 couponDates varchar(100) null,
couponFrequency varchar(15) “null,
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109 () - b@ 10 yponrh@fa () - not null,
dollarPrice float not nuil,
evallnterval int not null,
faceValue float not null,

5 finalPricingTime int not null,
issuer varchar(50) null,
listed varchar(15) null,
maturity datetime nuil,
accruedInterest float not nutl,

10 maxBidIncrease float not nuil,
maxCompSize int not null,
maxNonCompSize int not mull,
maxPurchase float not null,
minCompSize int not null,

15 minNonCompSize int not nuil,
nonCompSizelncrement int not null,
pricingTime int not null,
protectedSpread float not null,
rating varchar(40) null,

20 sellingConcession float not null,
settlementDate datetime null,
settlementTerms varchar(80) null,
issueDate datetime not nuil,
sizingTime int not null,

25 softDollarEarlyCutoff int not nuil,
softDollarEarlyPercent float not mull,
softDollarLatePercent float not null,
structure varchar{(80) nuli,
term int not nulf,

30 typeOflssue varchar(30) null,
wrhManagerRole varchar(30) nul],
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)

print "Created openbook..auctionLog"

5 go

In an embodiment of the invention, view deall.og shows views fora
particular deal. View dealLog may be used for reporting or other purposes. An
embodiment is as follows:

10
create view dealLog as

select editld, txId, action, tStamp, ownerld, id,

cusip, description, status

from openbook..auctionLog

15 print "Created view dealLog"
go

A positions table records the structures for bids, including such objects as
sizes, timestamps, initial bid spreads, and final bid spreads. In an embodiment of
20 the invention, for a non-competitive bid, a size and a timestamp is logged. Inan
embodiment of the invention, for a competitive bid, a size, a final bid spread, an
initial bid spread, and a timestamp are logged. In an embodiment of the
invention, user accounts may be referenced. The positions table may also index
by account and/or by auction. An embodiment is as follows:
25
create table openbook..positions (
tStamp datetime not null,
ownerld numeric(18,0) not null
references openbook..users(id),

30 id numeric(18,0) not null,
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¢dCB 10 dealld numeric(18,0) not null

references openbook..auctions (id),

account varchar(80) not null,
size int not nuil,

5 minFillSize int not nuil,
status int not null,
value float not null,
initialValue float not null,
nonCompSize int not null,

10 treasuries float nuli,

priority tStamp datetime — null,
priority size int null,
nonCompPrionity tStamp datetime null,
nonCompPriority sizeint  null,
15 unique (id),
unique (account, dealld)
)
print "Created openbook.. positions"
go
20
In an embodiment of the invention, table positionLog records changes that
are made to a positions table. In an embodiment of the invention, examples of
changes are changes in spread, changes in size, and changes in timestamp. All
actions for accounts may be logged. Table positionLog may be indexed per
25 auction, via unique auctionIDs for each auction, and/or cross-referenced with user

IDs. An embodiment is as follows:

create table openbook..positionLog (
¢ditld numeric(18,0) not null
30 references openbook..users(id),

txId numeric(18,0) not null,
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action int not null,
tStamp datetime not null,
ownerld numeric(18,0) not mail

references openbook..users(id),
5 1d numeric(18,0) not null references

openbook..positions (id),

dealld numeric(18,0) not nuldl

references openbook..auctions (id),

10 account varchar(80) not nuli,
size int not null,
minFillSize int not null,
status int not null,
value float not null,

15 initial Value float not null,
nonCompSize int not null,
treasuries float nuli,

priority_tStamp datetime null,
priority_size int nuli,
20 nonCompPriority tStamp datetime null,

nonCompPriority_sizeint  null,

unique (txId)
)
print "Created openbook..positionLog"
25 go

In an embodiment of the invention, a fills table may store information
about bonds that are awarded. An end user may set up a position. The end user
may or may not get a fill, based on the other positions in the auction and other

30 factors. An embodiment is as follows:
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create table openbook..fills (
tStamp datetime not null,
ownerld numeric(18,0) not null
references openbook..users(id),
5 id numeric(18,0) not null,
indicationld numeric(18,0) not nul}

references openbook..positions (id),

value float not null,
size int not null,

10 status int not null,
softDollarAllocation float not null,
unique (id)

)
print "Created openbook..fills"

15 g0

In an embodiment of the invention, a fillLog table catalogs and records
changes to fills. Examples of changes include changes made by an administrator
due to mistakes, suspect bids, and/or decisions to sell a lesser quantity or

20 otherwise modify bids. In an embodiment of the invention, an administrator or

other party may change bids.

create table openbook..filll.og (

editld numeric(18,0) not nutl
25 references openbook..users(id),
txId numeric(18,0) not null,
action int not nuli,
tStamp datetime not null,
ownerld numeric(18,0) not null
30 references openbook..users(id),
id numeric(18,0) not null references openbook..fills
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(1d),
indicationld numeric(18,0) not null
references openbook..positions (id),
value float not null,
5 size int not null,
status int not null,
softDollarAllocation float not null,
unique (txId)
)
10 print "Created openbook..fillLog"
go

create clustered index fillsBidIdIndex on openbook..fills(id)

15 go

An embodiment of a database schema dump or exit is as follows:

checkpoint

go
20 sp_dropdevice dbdumpfile

go

sp_addumpdevice "disk", dbdumpfile, "/tmp/dbdump”

80

dump database openbook to dbdumpfile
25 g0

EOF

/bin/rm -f /tmp/dbdump

30 exit 0
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In an embodiment of the invention, the method and system of the present
invention is associated with a corporate bond origination via a single-price
auction. In an embodiment of the invention, states of the auction may include
NOT OPEN, OPEN, WITHDRAWN, PRICING, CLOSED, RUNNING,
5 ALLOCATED, and FILLED.
In an embodiment of the invention, time is a required component of the
auction, and each phase may be captured in the system as a state. Inan
embodiment of the invention, cach state is strictly independent from the rest: the
auction is in exactly one state at any given time, no two states overlap, and there 18
10 no period of time that is not covered by exactly one state. In an embodiment of
the invention, the transition from one state to the next 1s atomic.
In the NOT_OPEN state, the auction is not yet open. In an embodiment of
the invention, this state begins at the instant the auction is first created in the
system and continues until the transition to the OPEN state. No positions may be
15 created, modified, or cancelled. All auctions are created in this state, and thisis a
state into which a transition from another state may not be made. The method and
system of the present invention may only transition to the OPEN state from the
NOT _OPEN state.
In the OPEN state, the auction is open, and positions from qualified
20 accounts and authorized users can be created, modified, or cancelled. Inan
embodiment of the invention, this state begins at the moment the auction is
opened and continues until the transition to the PRICING state or the
WITHDRAWN state. Due to vagaries of system timing, this state may not be
used as the definitive control over when position operations are accepted by the
25 method and system of the present invention. It may be expected that the duration
of this state will be from the openTime auction attribute through the closeTime
auction aftribute. See discussion below about timing.
In the WITHDR AWN state, the auction is withdrawn. This state begins at
the moment the auction is withdrawn and continues indefinitely, or until it is reset

30 to the OPEN state. It is used to signal that an auction has been suspended or

cancelled. In an embodiment of the invention, no position operations are
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the present invention.

In the PRICING state, the system is being prepared to accept final pricing
items. This state begins at the moment as close as possible to immediately

5 following a close time and ends at the transition to the CLOSED state or the
WITHDRAWN state. During this state, position operations are only allowed by
those users with a syndicate role authorized. In an embodiment of the invention, a
new position for the syndicate may be entered in order to effect a syndicate long
position; a total available auction attribute may be modified during this state. This
10 amount may be different from the auction atiribute announced size, and can be
used to effect a syndicate short position.

In the CLOSED state, the auction is closed, and no further position
operations are allowed. The state begins at the moment the syndicate manager
closes th.e auction and ends when the auctioneer transitions the auction to the

15 RUNNING state. _

In the RUNNING state, the auctioneer, is in the process of calculating the
clearing value and generating allocations. In an embodiment of the invention,
queries to the book may produce intermediate results. If an error occurs in the
RUNNING state, the anction is reverted to the CLOSED state and all allocations

20 are cancelled. At the successful conclusion of allocation generation, the state is
changed to ALLOCATED.

In the ALLOCATED state, the auction has been allocated, and executions
have been created and are available. In an embodiment of the invention, the final
auction attributes, such as coupon, price, and other attributes, may be computed

25 and published by users who have the syndicate role authorized. For the first few
minutes after entering this state, the treasuries position attribute may be modified
for positions that received a fill; this time ends at a close time + final pricing time
but does not start until this state is entered.

In the FILLED state, the auction is filled, and no position operations or

30 auction operations are allowed. Fills may be transmitted to third parties, such as

clearing brokers, winning bidders, and/or other parties.” This state begins when
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follows. Normal position operations may be allowed at certain times. When a
5 position operation is attempted, the position is given a timestamp By the order
management system of the method and system of the present invention. In an
embodiment of the invention, this timestamp is assigned the earliest possible time
in the order management system to allow for the earliest value to be used. This
timestamp improves fairness and consistency, in that different operations may
10 take differing amounts of time, so obtaining a proposed timestamp reduces this
variation. In an embodiment of the invention, this timestamp is then rounded
down to the nearest hundredth of a second.
In an embodiment of the invention, before a position creation,
modification, or cancellation is allowed, a proposed timestamp may be checked
15 against an open time; if the timestamp is greater than or equal to the open time,
the timestamp is checked against the close time; if the timestamp.is less than the
close time, then the state of the anction is checked,; if the state of the auction is not
WITHDRAWN then the operation is allowed to succeed. This procedure enables
handling of the situation of accepting a bid received after the open time but
20 strictly before the transition to the OPEN state, as well as not accepting a bid
received after the close time but strictly before the transition out of the OPEN
state.
In an embodiment of the invention, time issues are also addressed with
regards to priority for competitive and hon-competitive bids. When any change is
25 made to any object, a timestamp is recorded by the order management system for
auditing purposes. If the operation results in a priority timestamp being reset, the
timestamp of the last change for the position is used.
In an embodiment of the invention, timing of evaluation for an auction
may be associated with an auction attribute evallnterval, which is expressed in
30 seconds. In an embodiment of the invention, specific times of evaluation may be

calculated by working backwards from the close tinie, so that the final evaluation

59




1096KX& () - 109% & ()-()! 1098S& ()- (=========y7; ory AAEXE () -
y 109X&! 8§/ y 109X&! ()f)y(lz)w&' ()- y1(()2>/o<§ez ()-Z 10X 109:73;342@@(& 10Xy

y109X&' ()- y109X& ()-y Yy109X& ()- y1l09X& ()-y>*>4>5>F>j >k>q>u] C; 10X
y109X&' ()-y& y109X&' ()-) Y1l09K& ()-y& y109X& ()-) yLlOUWX& () - g>r >s>>>>>>w] >;
10X y109%X&' () - y109%X& ()-y( ylO0MX& ()- ylO0%X& ()-y) Y10%X&' () - >>>>>>>>}AF;
10Xy y109X& ()- y109%X& ()-y y109X& () -

interval ends precisely at the close time. In an embodiment of the invention, those
who define auctions may be cautioned against using an evallnterval that makes for
confusing timestamps.

Referring again to Figure 6, an end user may initiate an auction of the

5 method and system of the present invention by logging into the auction server 604
in order to identify the end user to the server. Data transmitted to and from the
website may be secured via a well-known encryption mechanism. Figure 7 shows
an exemplary login screen for the present invention. An end user, such as an
investor, enters the investor’s account number 701 and password 702. The user

10 may receive an account number 701 and password 702 after registering with the
method and system of the present invention.

In an embodiment of the invention, in order to register with the method
and system of the present invention, an investor may open an account by filling
out a customer application form, signing a customer agreement and participation

15 agreement, and receiving approval from a customer account staff associated with
the method and system of the present invention. In certain instances, an investor
may use an existing account with a third party broker-dealer designated by staff
assoctated with the method and system of the present invention as bidder
conduits.

20 Referring again to Figure 7, the end user is also prompted to enter an
auction key 704. In an embodiment of the invention, each auction is announced
one to two days ahead of time. Registered participants are notified of an auction
electronically. Auctions move rapidly, usually lasting two hours. When
registered participants are notified electronically, they may receive an auction key

25 703 for that given auction.

If the end user selects initial terms 705, an initial terms screen exemplified
by Figure 8 is shown to the user. Figure 8 shows details for the auction, including
a title 801 and initial terms 802, which may include such terms as the issuer, an
issue size, a maturity date, a coupon rate, a settlement date, settlement terms, a
30 type of issue, coupon dates, a structure, a format, a quality rating, a benchmark

treasury, a maximum benchmark rate, a minimum/maximum spread, a protected
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ing concession.
Referring again to Figure 7, if the end user selects submit 704, the method
5 and system of the present invention checks a security database to match the
account number 701 and password 702 information entered by the end user. If the
information entered matches an end user registered in the system, the system
checks the anction key 703 entered by the end user. If the end user is properly
registered and the auction key 703 entered is correct, the end user is shown a pre-
10 anction screen as exemplified in Figure 9.
During the pre-auction phase exemplified by Figure 9, bids are not
accepted, as shown by the auction progress window 901. During the pre-auction
phase and throughout the auction, the end user may be shown auction details 902,
which provides details about the auction. Auction start 903 shows the start time
15 for the auction, and auction finish 904 shows the ending time for the auction.
Min/max spread 905 shows a largest and smallest bid spread in basis points over a
benchmark Treasury allowed during the auction.
Protected spread range 906 shows a maximum spread range, under an
initial bid, that an end user may modify a final bid, without canceling the end
20 user’s existing competitive bid. Improving an initial bid by more than the
protected spread range results in cancellation of the original bid and entry of a
new bid with a new timestamp. In the example, the protected spread range 906 is
a 4 basis point spread. Benchmark Treasury 907 relates to a chosen reference
U.S. Treasury security of comparable maturity to the bonds bemng auctioned. The
25 benchmark Treasury yield may be used to price the bond after the auction. In an
embodiment of the invention, if the benchmark Treasury yield is above the
maximum rate at pricing, the issuer is allowed, but not required, to cancel the
auction.
Afier an auction has begun, the end user is shown a screen such as the one
30 in Figure 10. Auction progress window 901 shows the current time and the time

remaining in the auction. Cumulative bid chart 1002 shows the total cumulative
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invention, the entries in the bid data table 1202 are color coded into three colors,

one color for bids that may be above a hypothetical clearing price, 2 second color

for bids that may or may not be above the clearing price, and a third color for bids
5 that would be below the clearing price. If there are too many bids to display In

one screen for the bid data table 1202, the end user may click or select the see

remaining bids button to show additional bids.

Referring again to Figure 12, the end user may elect to place a bid by

entering bid information in the place bid window 1201. Place bid window 1201

10 appears on the end user’s screen when the auction begins and remains on the user
screen if the user chooses to cycle through the various bid history charts and
tables. In an embodiment of the invention, the end user may choose to place a
competitive bid 1203, a non-competitive bid 1208, or both a competitive bid 1203
and a non-competitive bid 1208. For either a competitive bid 1203 or a non-

15 competitive bid 1208, the end user must enter a size 1205. Size 1205 is the bid
amount, in millions. In an embodiment of the invention, the minimum
competitive bid is $1 million and can be increased in incremenis of $1,000. The
minimum non-competitive bid is $1,000 and can be increased in increments of
$1,000. An investor may increase the size of an existing bid by up to 50% and

20 keep the original timestamp. In an embodiment of the invention, increasing the
size of a bid by more than 50% will result in cancellation of the original bid and
entry of a new bid with a new timestamp 1204

Tn an embodiment of the invention, for a competitive bid 1203, the end
user must also enter an initial bid 1206 and a final bid 1207. Initial bid 1206 is

25 the spread in basis points of a competitive bid, which is revealed anonymously to
other investors. In an embodiment of the invention, the final bid 1207 can only be
set at or below the initial bid but may not differ from the initial bid by more than
the protected spread range 906. The final bid 1207 may be changed at any time
prior to the end of the auction. Setting the final bid 1207 below the initial bid

30 1206 by more than the protected spread range will result in cancellation of the

original bid and entry of a new bid with a new timestamp 1204.
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10%! & ()-1}0 In an embodiment of the invention, max bid 1210 1s the maximum amount
a specific investor may bid in a given auction. When added together, the size of
an investor's competitive bid 1203 and noncompetitive bid 1208 may not exceed
the maximum bid size indicated by max bid 1210. In the example shown in

5 Figure 12, the max bid 1210 is $75 million.

If the end user properly enters bid information in place bid window 1201
and clicks or selects submit bid 1211, the confirm bid screen shown in Figure 13
may be communicated to the end user. 1f the end user has improperly entered bid
information, such as by entering a bid that exceeds the maximurn bid allowed for

10 a specific investor, an error screen such as the one shown in Figure 20 is
communicated to the end user. In Figure 20, the error 2001 describes the mistake
to the user in the place bid 1201 window. In the example shown in Figure 20, the
bid exceeded the maximum bid allowed, 1s communicated to the user.

Referring again to Figure 12, if the user has properly entered a bid, the

15 confirm bid screen shown in Figure 13 may be communicated to the user.

. Confirm bid window 1301 appears, reminding and summarizing the end uset’s
previously entered bid information. If the end user has made a mistake or changes
his or her mind, the end user may click or select back 1302 to return to a previous
place bid screen.

20 If the end user selects confirm bid 1303, the current bid status screen, as
shown in Figure 14, is communicated to the end user. Current bid status window
1401 contains a current status column 1402 and a modify column 1403. Current
status column 1402 displays the present bid or bids of the end user. Also
communicated to the user is total bid 1404, which is the sum of competitive bid

25 1203 and non-competitive bid 1208.

If the end user wishes to modify 1403 a bid, the end user may elect to
change the size 1205 of the bid. For a competitive bid 1203, the user may change
the spread for the final bid 1207, subject to constraints such as the protected
spread range 906. In an embodiment of the invention, another constraint on

30 modifying the size 1205 of the bid is that the size a bid may be increased by up to

50% at any time during the auction without changing the timestamp. If the end
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user increases the quantity of a bid by more than 50%, that existing bid will be
cancelled, and a new bid entered with the new size and a new timestamp.

In an embodiment of the invention, as a further constraint, the size of a bid
cannot be decreased without canceling it. An investor may cancel bids at any time
during an auction. The method and system of the present invention may exclude
bidders for any reason, including activity that is distuptive to the auction process.

In an embodiment of the invention, investors are given a maximum bid
size limit that varies with credit and/or other methods established by the method
and system of the present invention. When added togsther, the size of an
mvestor's competitive bid and noncompetitive bid may not exceed the maximum
bid size.

If the end user does decide to make a modification and clicks or selects
modify bid 1406, a screen such as the one shown in Figure 15 is shown to the
user.

In the example shown in Figure 15, the end user has chosen to modify the
final bid 1207 for the end user’s competitive bid 1203. The end user may click or
select back 1501 if the user has made a mistake or changed his or her mind, or the
user may click or select confirm bid 1502 to accept the modification 1503 shown.

Referring again to Figure 14, if the end user clicks or selects cancel bid
14035, the cancel bid screen shown in Figure 21 1s communicated to the user. In
the cancel bid window 2101, in the example shown, the end user may choose to

cancel competitive bid 2102, cancel non-competitive bid 2103, or cancel both bids

2104,

If in modifying a bid the end user selects a final bid outside of the
protected spread range 906, the review bid window 1601 is communicated to the
end user as shown in Figure 16. A notation 1602 appears next to the unprotected
improper final bid 1207, and a warning 1603 reminds the end user that accepting
the final bid would result in the loss of the current timestamp 1204. If the end
user changes his or her mind, he or she may click or select back 1604. If the end
user wishes to continue with the new bid 1606, and therefore losing the old

timestamp 1204, the end user may select submit bid 1605.
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In an embodiment of the invention, if at the end of the auction, the end
user has made one or more successful bids, a successful purchase window 1701 is
communicated to the end user, as exemplified by the screenshot in Figure 17.
Total successful purchase 1704 shows the total purchase amount, in millions of

5 = dollars.

In an embodiment of the invention, soft dollars available 1702 shows the
portion of the selling concession designated by an investor to be paid to a non-
underwrnting broker-dealer. In an embodiment of the invention, a portion of the
selling concession on each deal will be available to investors on a soft dollar

10 basis. In an embodiment of the invention, winning bids with earlier timestamps
are given a greater fraction of the selling concession in soft dollars. Investors may
assign soft dollars to accounts of their choice. In an embodiment of the invention,
investors have up to 24 hours after a deal prices to complete their soft dollar
designations.

15 Size of benchmark for sale 1703 allows an investor to set an amount of the
benchmark Treasury to sell, up to 15 minutes after the end of the auction. If the
end user enters a dollar amount and clicks or selects sell treasuries 1705, that
amount of treasuries will be sold. Within the first fifteen minutes after an auction,
an end user may set and change the amount of the benchmark Treasury bonds the

20 end user wishes to sell. The sale may be made at the prevailing market price at
the time the deal prices, or approximately 30 minutes after the conclusion of an
auction.

Auction results 1705 shows a clearing spread 1706, a final deal size 1707,
and a time of final pricing 1708. Clearing spread 1706 shows the lowest spread in

25 basis points over the benchmark Treasury that results in the sale of all of the
bonds up to the final deal size 1707.

Final deal size 1707 shows the aggregate number of bonds to be sold and
may be set by the issuer of the bonds a prespecified time before the end of
auction. Time of final pricing 1708 shows the final terms of a bond issue, with for

30 example, the yield, price, and coupon set approximately one half-hour after the

end of the auction.
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If an end user fails to make one or more successful bids at the conclusion
of the auction, a screen such as the one shown in Figure 18 and continued in
Figure 19 is communicated to the end user. Auction results 1801, the end user’s
bid or bids 1803, and initial auction terms 1802 are communicated to the
5 ~ unsuccessful end user.
In an embodiment of the invéntion, the method and system of the present
invention uses a modified Dutch Auction format. In a Dutch Auction, winning
bidders pay a market-clearing price, that is, the highest price that sells out ali
securities offered in the auction.
10 In an embodiment of the invention, at the end of the auction, orders are
filled working from the lowest-spread bids up to the spread that sells out the entire
offering. All who bid below the clearing spread have their orders filled at the
clearing spread. Bids at the clearing spread are awarded m timestamp order. In the
event of ties in spread and timestamp, bonds are awarded pro-rata. If the last
15 accepted bid at the clearing spread requests more bonds than are available, all
remaining bonds may be awarded within the final deal size to the bidder.
In an embodiment of the invention, if the benchmark Treasury bond yield
moves up by a pre-specified number of basis points during an aunction, the auction
will be cancelled. If there are not enough orders to fill the final deal size
20 announced by the issuer, the auction will also be cancelled.
In an embodiment of the invention, successful bidders at the end of an
auction are notified electronically. Basic information about the auctioned bond
are publicly available at a website associated with the method and system of the
present invention afier the conclusion of an auction. Such information may
25 include, for example, size, yield, coupon, and maturity. Further details about the
| outcome of an auction and the demographics of bidders may be made available to
those who are awarded bonds.
In an embodiment of the invention, bond pricing occurs approximately 30
minutes afier the auction terminates. The clearing spread is added to the
30 benchmark treasury rate to obtain the auction yield. The coupon rate on the bond

may become the auction vield rounded down to the nearest 1/8%. The bond price
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& () -}0< Ythat corresponds to the auction yield and coupon rate may be calculated to three

decimal places. Bonds may be made available to trade shortly after pricing,
subject completion of necessary documentation.

It will be understood by those skilied in these arts that this exemplary bond

5 auction process described above, may equally be used for equity securities,
commodities, and other types of securities.

Having described the invention in terms of a preferred embodiment, it will
be recognized by those skilled in the art that various types of general purpose
computer hardware may be substituted for the configuration described above to

10 achieve an equivalent result. Similarly, it will be appreciated that arithmetic logic
circuits are configured to perform each required means in the claims for
processing internet communications between bidder, issuers and auction server
nodes It will be apparent to those skilled in the art that modifications and
variations of the preferred embodiment are possible, which fall within the true

15 spirit and scope of the invention as measured by the following claims.
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CLAIMS
We claim;

1. A computer implemented method for conducting an online auction of securities,
comprising the acts of :

providing a bid mechanism for receiving a competitive bid having a desired quantity
of securities, a public price that is visible to all auction participants, and a private price that is
not visible to auction participants other than at most a bidder who submitted the competitive
bid and, when received, is within a protected range of the public price, wherein the private
price represents a price that has an equal or greater likelihood of the competitive bid being
allocated securities than the likelihood of the competitive bid being allocated securities
based on the public price and the protected range is associated with the online auction;

providing an allocation of the securities which allows winning bidders to pay a single
market-clearing price that sells out the securities;

and providing a system whereby all participants can monitor the auction in real time.
2. The methed of claim 1 wherein the securities comprise equity securities or debt securities.
3. The method of claim 1 wherein the securities comprise commodities.

4. The method of claim 3 wherein the commodities comprise gold, silver or other
commeodities traded on a licensed commodity exchange.

5. The method of claim 1 wherein the bid mechanism comprises an open Dutch auction
process.

6. The method of claim 1 wherein the bid mechanism further comprises entering a

competitive bid having a desired quantity of securities, a public price and a private price.

7. The method of claim 1 wherein an identity of a bidder that entered a particular competitive
bid is not revealed in association with the public price of the particular competitive bid.

8. The method of claim 1, further comprising:
associating with a particular competitive bid a time stamp that is representative of a
date and a time at which the particular competitive bid is received, and

using the time stamp in the allocation of securities.
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9. The method of claim 8, wherein using the time stamp in the allocation of securities
comprises allocating securities to an earlier received competitive bid before allocating

securities to a later received competitive bid.

10. The method of claim 8 further comprising:

receiving a modification for the particular competitive bid, with the modification
providing a new private price that exceeds the protected range, and

associating with the particular competitive bid an updated timestamp that is
representative of a date and a time at which the modification is received, and

using the updated time stamp in the allocation of securities.

11. The method of claim 2 wherein the debt securities comprise one of corporate bonds,

municipal bonds, mortgage-backed bonds, emerging market bonds, and junk bonds.

12. The method of claim 6 wherein the bidder may enter a non-competitive bid in addition to
or in place of a competitive bid wherein the non-competitive bid includes a desired quantity
of securities and a spread equal to a designated minimum spread over a benchmark

treasury security.

13. The method of claim 12 wherein each of a new competitive bid or a new non-competitive
bids is marked with a time stamp representing a date and a time when a confirmation of the

new competitive bid or the new non-competitive bid is received.

14. The method of claim 1 wherein the allocation of the securities which allows winning
bidders to pay a single market-clearing price that sells out the securities further comprises :

conducting an open Dutch auction for a specific security auction deal by means of a
web-based system, wherein a quantity of securities to be auctioned is designated a deal
size;

at the end of the auction arranging approved bids from lowest to highest final bid
price or spread component of a non-competitive bid;

designating bids as accepiable bids, all approved bids starting with a lowest final bid
or lowest spread component for a non-competitive bid until an aggregate quantity of

securities requested by the approved bids is greater that or equal to the deal size;
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P=10%"'& ()- %e%ig%ggfﬁgg‘éé é'c}e%ﬁng spread, the lowest spread component that results in the
aggregate quantity of securities requested by the approved bids being greater that or equal
1o the deal size;
arranging all acceptable bids in order from earliest to latest time stamp value; and
5 allocating the securities to the acceptable bidders according to rules agreed upon

prior to beginning the auction.

15. An apparatus for conducting an online auction of securities, comprising:
a computer system, connected to Internet communications devices whereby bidders
10 at remote terminals can communicate with the computer system;

a bid mechanism means coupled to the computer system for receiving a competitive
bid having a desired quantity of securities, a public price that is visible to all auction
participants, and a private price that is not visible to auction participants other than at most a
bidder who submitted the competitive bid and, when received, is within a protected range of

15 the public price, wherein the private price represents a price that has an equal or greater
likelihood of the competitive bid being allocated securities than the likelihood of the
competitive bid being allocated securities based on the public price and the protected range
is associated with the online auction;

an allocation means coupled to the bid mechanism means for allocation of the

20 securities which allows winning bidders to pay a single market-clearing price that sells out
the securities; and

a display means at the remote terminals, coupied to the computer system via the

Internet whereby all participants can monitor the auction in real time.

25  16. The apparatus of claim 15 wherein the securities comprise equity securities or debt
securities.

17. The apparatus of claim 15 wherein the securities comprise commodities.

30  18. The apparatus of claim 17 wherein the commodities comprise gold, silver or other

commodities traded on a licensed commaodity exchange.

19. The apparatus of claim 15 wherein the bid mechanism comprises an open Duich auction
process.
35

20. In a network having a user node including a browser program coupled to said network,
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not visible to auction participants other than at most a bidder who submitied the competitive

'v

bid and, when received, is within a protected range of the public price, wherein the private
price represents a price that has an equal or greater likelihood of the competitive bid being
10 allocated securities as the likelihood of the competitive bid being allocated securities based
on the public price and the proteced range is associated with the online auction, provides an
allocation of securities which allows winning bidders to pay a single market-clearing price
that sells out the offered securities, and provides a system whereby all participating users
can monitor the securities auction at the user node.
15
21. An auction server node in accordance with claim 20, wherein said securities comprise

equity securities or debt securities.

22. An auction server node in accordance with claim 20, wherein said securities comprise

20  commodities.

23. An server node in accordance with claim 22, wherein the commeodities comprise gold,

silver or other commodities traded on a licensed commodity exchange.

25  24. An auction server hode in accordance with claim 20, wherein the bid mechanism

comprises an open Dutch auction process.

25. An auction server node in accordance with claim 21, wherein the bid mechanism further
comprises entering a competitive bid having a desired quantity of securities, a public price

30 and a private price.

26. The auction server node of claim 20 wherein:
the public price is expressed in currency, and
the pr_ivate price is expressed in currency.

35
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The auction server node of claim 20 wherein:

5 the public price is expressed in a public spread that represents the difference
between an interest rate that the bidder is willing to accept on the securities being auctioned
and an interest rate associated with a selected benchmark treasury security, and

the private price is expressed in a private spread that represents the difference
between an interest rate that the bidder is willing to accept on the securities being auctioned
10 and an interest rate associated with the selected benchmark treasury security.

29. The auction server node of claim 28 wherein the private price comprises a private spread
equal to or lower than the public spread.

15  30. The auction server node of claim 20 wherein an identity of a bidder that entered a
particular competitive bid is not revealed in association with the public price of the particutar

competitive bid.

31. An auction server node in accordance with claim 25, wherein the bidder may enter a
20  non-competitive bid in addition to or in place of a competitive bid wherein the non-
competitive bid includes a desired quantity of securities and a spread equal to a designated

minimum spread over a benchmark treasury security.

32. An auction server node in accordance with claim 31, wherein each of a new competitive
25  bid or a new non-competitive bid is marked with a time stamp representing a date and a
time when a confirmation of the new competitive bid or the new non-competitive bid is

received.

33. An auction server node in accordance with claim 20, wherein the allocation of the
30  securities which allows winning bidders to pay a single markei-clearing price that sells out
the securities comprises:
a first code mechanism for conducting an open Dutch auction for a specific security
auction deal, wherein a quantity of securities to be auctioned is designated a deal size ;
a second code mechanism coupled to the first code mechanism for arranging
35  approved bids from lowest to highest final bid price or spread component of a non-
competitive bid, the arranging being performed at the end of the auction;
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clearing spread, the lowest spread component that results in the aggregate quantity of
securities requested by the approved bids being greater that or equal to the deal size;
a fifth code mechanism coupled to the fourth code mechanism for arranging all
acceptable bids in order from earliest to latest time stamp value; and
10 a sixth code mechanism coupled to the fifth code mechanism for allocating the
securities to the acceptable bidders according to rules agreed upon prior to beginning the

auction.

34. A computer program product stored on a computer useable medium, comprising
15 computer readable program comprising one or more code segments configured fo:
conduct an auction of securities on the Web;
provide a bid mechanism for receiving a competitive bid having a desired quantity of
securities, a public price that is visible to all auction participants, and a private price that is
not visible to auction participants other than at most a bidder who submitted the competitive
20 bid and, when received, is within a protected range of the public price, wherein the private
price represents a price that has an equal or greater likelihood of the competitive bid being
allocated securities than the likelihood of the competitive bid being allocated securities
based on the public price and the protected range is associated with the online auction;
provide an allocation of the securities which allows winning bidders to pay a single
25  market-clearing price that sells out the securities; and
provide a system whereby all participants can monitor the auction in real time.

35. The method of claim 1 wherein:
a public price comprises a public price expressed in currency; and

30 a private price comprises a private price expressed in currency.

36. The method of claim 35 wherein the private price is equal to or higher than the public

price.

35

74




{{I14~~|[:NA41010 H 10! & ()- H4v 10% & ()- Ov 10% & ()- |v 10%& ()-
O 10% & ()- | 10%!'& ()-<cW|[:NA41010 z* 10! & ()-v z* 10% & ()-v

| #! 109&' ()- s#!'109%« & ()- |3"10%%!& ()- | 10%! & ()-\ vU41l0 dv 10% & ()-
|) 10% & ()- <10x!10x! 10x! |1 =10%!& ()- z65!10%& ()- s65! 10%! RSEf 2004

6] [:vU410 d ]# 10% & ()-Bl |' 3"10%W & ()- |10B & ()- VA4v 10% & ()- Ov
10% & ()a7.dto MARbLLAdaitPoRel; - 4101 d |1 =10 & () -1 's|\8 10% & ()-2 |
6P10% & () V&+ & ()-Z, V+ 108 & ()-Z ]&# 10% & ()-BWKYebA410!d |

|1 109! & () - erpubhg;@xr,gge goppusgssay pslic Rrice exqre%egj(yu@ pgblig spread that represents

| CL0%! Sk bbb lcBider ety Foto WAl i WS e onlne S0 ()

| 10%! & ()- |1 109%&' ()- | 10I "109%

| .1 10%x ! 8 19 atmﬂmqad,.@_cbq;&m@re?t rﬂep@gn;&eg )wth| Ie_pmn(:ymark treasury security;

| | " @0%d & ()->367|[:-410x! | P=10%! & ()- [910%! & ()- | @ 10%! & ()-

| 610X & ()- | .5310%! & ()- |1310%! & ()-789ElI bA410x! | V 10%! & ()-1 | SP
10%! & ()- / Saooiepiee gamgrises eqsivade pyice pxyessagt in p-privateisposad tivak | [+ A410x!
| * 10(V‘>'r§p|(&e§ts|thé-9|%‘re@:e geﬁveeﬁ%?{%t@re@r th%@%é‘% c(c)er‘i)s wﬂhﬁgﬁ&aé&e&g 1|1thje0/6
& ()-1*r$v410 c< 0>1'10>!

V&2! 10%@6\C)Jtlflqszbeift@/§w%§0l@d @nq ?n \Vlt&mj raféésmmt%i Wlltatlafa S@?Ct?fﬁ-lb%m & ()-*

- < M 109 k) sec < MlO%&'() * |le< M10%' ()-* | 7Hc< M 109 ()-*'h
{naT310 |F10°y<>|&' =10 |10 10 * |f=10% & ()-* z5 10% & ()-*! L5 10%[& ()-
c< MOL0% & () - gN| [ aT310 | |( 10%!& ()- |Y "10%!' & ()- V4 10%!'& ()- V;
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equal to or lower than the public spread.

39. The method of claim 37 wherein each of the public spread and a private spread are
15 stated in terms of one basis point increments.

40. The method of claim 37 wherein the public spread is revealed to other bidders over the
web, but an identity of the bidder associated with the public spread remains anonymous.

20 41. The method of claim 40 wherein the private spread may not be less than the public
spread by more than a protected spread range.

42. The method of claim 41 wherein the private spread is not revealed to other bidders until

after the auction ends.

25
43. The method of claim 40 wherein the private spread component is not part of a firm offer
by a bidder at the time of auction close. ‘
44. The method of claim 1 wherein the securities comprise money market instruments.

30
45. The method of claim 44 wherein the money market instruments comprise one of United
States treasury bills, bank certificates of deposit, commercial paper and repurchase
agreements,

35
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51. The computer program product of claim 34 wherein:

a public price comprises a public price expressed in currency; and
a private price comprises a private price expressed in currency.

25  52. The computer program product of claim 51 wherein the private price is equal to or higher
than the public price.

53. The computer program product of claim 34 wherein:
a public price is expressed in a public spread that represents the difference between
30  aninterest rate that the bidder is willing to accept on the securities being auctioned and an
interest rate associated with a selected benchmark treasury security; and
a private price is expressed in a private spread that represents the difference
between an interest rate that the bidder is willing to accept on the securities being auctioned
and an interest rate associated with the selected benchmark treasury security.
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" #SY&' (82 The cbfhbd s ggg&n,product of claim 34 wherein;
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| " HSUR' () *+, - efipnisgn comprises a bid mechanism for receiving at least one
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securities and no price limitation; and
5 the allocation of the securities comprises an allocation of the securities which
allows winning bidders to pay a single market-clearing price that sells out the
securities, the allocation allocating securities to non-competitive bids before

allocating securities to competitive bids.

10 63. An auction server node in accordance with claim 48, wherein each of the public spread
and private spread are stated in terms of one basis point increments.

64. An auction server node in accordance with claim 49, wherein the public spread is
revealed to other bidders over the web, but an identity of the bidder associated with the

15  public spread remains anonymous.

65. An server node in accordance with claim 64, wherein the private spread may not be less
than the public spread by more than a protected spread range.

20 66. An auction server node in accordance with claim 65, wherein the private spread is not

revealed to other bidders until after the auction ends.

67. An auction server node in accordance with claim 64, wherein the private spread
component is not part of a firm offer by a bidder at the time of auction close.

25
68. The auction server node of claim 20 wherein the bid mechanism further comprises:
associating with a particular competitive bid a time stamp that is representative of a
date and a time at which the particular competitive bid is received, and
using the time stamp in the allocation of securities.
30

69. The auction server node of claim 68 wherein using the time stamp
in the allocation of securities comprises allocating securities to an earlier received

competitive bid before allocating securities to a later received competitive bid.

35  70. The auction server node of claim 68 wherein the bid mechanism

further comprises:
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receiving a modification for the particular competitive bid, with the
modification providing a new private price that exceeds the protected range,

associating with the particular competitive bid an updated timestamp that is
representative of a date and a time at which the modification is received, and

using the updated time stamp in the allocation of securities.

71. The auction server node of claim 21 wherein the debt securities comprise one of
corporate bonds, municipal bonds, mortgage-backed bonds, emerging market bonds, and

junk bonds.

72. The auction server node of claim 20 wherein the securities comprise money market

instruments.

73. The auction server node of claim 72 wherein the money market instruments comprise
one of United States treasury bills, bank certificates of deposit, commercial paper and

repurchase agreements.

74. The auction server node of claim 20 wherein;

the bid mechanism comprises a bid mechanism for receiving it least one
competitive bid and at least one non-competitive bid having a desired quantity of
securities and no price limitation; and

the allocation of the securities comprises an allocation of the securities which
allows winning bidders to pay a single market-clearing price that sells out the
securities, the allocation allocating securities to non-competitive bids before

allocating securities to competitive bids.
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