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FIELD OF THE INVENTION
[0003] This invention pertains generally to pricing and optimal pricing and, more
specifically, to optimal pricing and information distribution in connection with computer

enabled allocation and sales of items such as securities but not so limited.

BACKGROUND OF THE INVENTION
[0004] Subject matter of this disciosure pertains fo the financial services industry, but
it is not so limited. Financial services consist mainly of information fiow from the customer to
the broker (investment information); from customer to broker (placing orders); broker to
market center (order entry); market center to broker (order execution); and finally, back to
the customer (execution confirmation). Hence, they lend themselves to communications via

electronic media such as the Internet and other data and computer networks.



[0005] One aspect of the financial services industry is new issuances to offer and issue
shares of stock and/or debt iri a company or entity to the public. This process of identifying
potential buyers and gauging their demand is referred to in the investment banking field as book
building. In non-securities based applications this process is called building an order boo. The
current process of book building by investment bankers typically includes several stages. In the
first step, the underwriter or investment banking firm determines which investors will be invited to
participate. Typically this fnvolves certain favored investors. Next, the underwriter obtains
indications of interest from those invited to participate. These might be in the form of bids of
various types. At this point, the underwriter has an appreciation of the demand curve for the new
issue, including and when bids were submitted and/or revised. At this point, the underwriter arrives
at an issuance price, althongh it is not understood how this is done by those outside the investiment
banking community. As a result, there is frequently oversubscription, where more shares or debt
instruments are requested than are available. There have been a number of techniques used to deal

with oversubscription; for instance, distribution of shares on a pro-rata basis.

[0006] In general, this process is believed to be relatively inefficient and unattractive, at
least from the standpoint of the issuers. As currently carried out, book building is neither
democratic nor equitable nor opén to the public. A number of abuses have been identified in the
current system. One is spinning of shares in the so-called “hot” (highly in demand) initial public
offerings to favored investment banking clients. Amongst abuses in addition to the sg;:inning
problem are underpricing by investment bankers of initial public offeringé. Ttis believeci that
undezpricing has certain advantages for investment bankers but deprives the issuer of funds creating
a “conflict-of-interest” between the investment banker and their customer, the issuer, It is believed
that underpricing occurs both with equity (stock) and with debt issuances. Other abuses incinde
“tie-ins,” unlawiul quid pro guo side agreements, yield burning, artificial inflation of after-market
prices in the secondary market (“laddering™), and bi ased recommendations by research analysts

working for investment banks.

[0007] Underpricing is believed especially to damage the issuers and the markets. Also

connected with underpricing abuses is post-issuance flipping, i.e., immediate sales by the favored



recipients of initial public offerings. In addition, cutrent approaches do not provide for quantity
discounts for large purchasers, or purchasers who help set the price with early indications-of-
interest. Furthermore, as a result of its monopoly power in pricing new issuances, the underwriting

industry. faces antitrust issues.

[0008] In addition, there are globalization issues in connection with securities offerings
due to the presence of competitive international markets and differing regulations between

couniries.

[0009] People have recognized these problems and some solutions have been
implemented; however, all are unsatisfactory. One method is direct public offerings of securities
via the Internet. There have been over 200 direct public offerings carried out via the Iniernet in the
United States. They typically involve relatively little participation by underwriters with instead the
issuer offering the equities direct to the public. Of course, this system does not provide any actual

specific pricing mechanism.

{00101 Other approaches to new issuances include Internet options such as the well-known
Dutch auction of initial public offerings. In this case, most of the pricing and allocation decisions
are removed from the discretion of the issuer and/or underwriter. Investors express their interest
level and price threshold, and the offering price is set at the highest level at which all the shares to
be offered might be sold (i.e., the “clearing price”). Any bidder might bid for as many shares as-he
wants. The actual offering price is fixed at the maximum price at which all shares are cleared (sold)
with regard to the portfolio of bids. Allocation sometimes includes reduction of the number of

shares offered to each bidder, perhaps on a pro rata basis.

[0011] There are drawbacks to Dutch auctions. First, there is lack of transparency and
feedback in that the bidders are bidding “blind” and are typically uncertain as to what other bids are
being offered. Consequently, there is little or no information provided back to the bidders, except
perhaps informally. Because of the lack of feedback, Dutch auctions also typically exhibit
underpricing problems. The company’s investment bankers often still set the final offering price at

their discretion, since they can manipulate the number of shares on offer and hence the price.



Uncertainties regarding bids, and the lack of consistent methods of valuation and related pricing
information, constifute an inadequate approach to determining appropriate initial prices, thereby

minimizing attractiveness of the Dutch auction, at least in the United States equity market.

[0012] Another approach which has been used is an new issuance entirely via electronic
mail, invoiving the issuer taking conditional offers to buy shares without deeming it to be a pre-
effective sale under the U.S. SEC (Securities Exchange Commission) rules. In this case, the issuer

circulates an e-mail notice after posting a prospectus on the Internet. Bidders are allowed to bid on

the shares after opening an account to do so.

[0013] Then, before the actual effectiveness of the registration staternent in connection
with the stock issuance, an e-mail notice is sent requesting reaffirmation of the offers to buy without
an actual commitment to buy. Subsequently, after the registration statement of the issuance is
effective, an e-mail notice is sent to each bidder stating that the offering is about to price, and that
the offers will be binding unless withdrawn immediately. Again, this approach includes no '

particular provision of providing bidding information back to the bidders.

[0014] Similar options have been used in the debt market; for instance, for municipal |
bonds issued by public entities. These consist primarily of numerical auctions. Typically, the
~ bidder cannot see all bids and only the latest best price (i.e., lowest yield) is visible. However,
except for the auctions of U.S. Treasury securities, auction systems for other types of debt

instrument have been relatively rare.
SUMMARY

[0015] There are clearty a large number of shortcomings and abuses in the current book
building system, and the existing electronic auction type systems do not solve all of these issues.
The present inventor has identified the chief problem with the current approach as being inadequate
information provided to the prospective purchasers of securities or other items. This is typically
most problematic where there is no clear price or value on the item being sold, such as new issue

securities, especially equities, but not so limited. Typically, none of the current approaches provide



much uvseful information about the other bidders and their bids, or provide feedback as to a given
bidder's likelthood of getting an allocation. For instance, in the Dutch auction, the information flow

is one way, from the bidders to the issuer/underwriter.

[0016] Therefore, an embodiment of the present system is directed to providing
information back to the bidders so that they might make or modify their bids in light of the other
bids, thereby gaining a sense of what the relevant market (i.e., the other bidders), believes the value
of the security or other items being sold to be. Hence, bids might be modified over time in response
to bids made by other bidders. This competitive, transparent, dynamic, and interactive close-loop
bidding system enables bidders to arrive at a true market value of the securities or other items, prior

to the actual closing of the offering, e.g., the actual sale.

[0017] Embodiments of the present system (hereinafter System or system) and its
associated methods are flexible so as to be implemented in a variety of embodiments, which might
accommodate the applicable securities laws and regulations of any given legal and/or regulatory
marketplace and/or contractual jurisdiction for non-securities-based items (i.e., locally in a given
jurisdiction and/or globally across jurisdictions). The numerous financial markets, exchanges, and
contractual jurisdictions around the world contain their own particular set of relevant legal and
regulatory requirements. Furthermore, the system can also be applied to price discovery and
allocation of non-securities-based items and contracts for items that are difficult to price and to

allocate fairly and efficiently.

[0018]  Embodiments of the system are equally applicable to the price discovery and
allocation processes of new issuances of both equity and debt (including but not limited to:
commercial paper, corporate bonds, municipal bonds, international bonds, sovereign -debt, etc.),
alike (as well as of non-securities-based products and items, services, and rights). For the purposes
of illustration and discussion, this disclosure also uses the set of circumstances surrounding initial

public offerings (IPOs) of equity, for reasons including:



¥

2)

3)

4)

3)

6)

The problems of price discovery and allocation in TPOs are perhaps more
fully academically researched and documented than in new issuances of debt
and/or contracts or other non-securities-based items and applications;

first time issuers of public equity securities are typically carlier-stage
enterprises and are thus potentially more vulnerable to underwriting and
manual book-building abuses than issuers of sovereign, municipal, public or
corporate debt, which tend to represent established organizations or
governmental entities with track records of financial performance, or the
underwriting/securitization of other items, (e.g., property portfolios, future
revenue/earnings streams of financial instruments and/or contracts, other
asset types, good/services);

the potential for inequity and abuses in the [PO process might be more
mherent, and therefore more prominent and ecxaggerated than in new
issuances of debt or the securitization of a contract, and thus serve the
purposes of illustration of the methodology and system concepts and this
discussion; '

there exists a more advanced stage of criminal and civil legal discovery of the
abuses of the [PO process, and thus a significant amount of evidence is
accumulating and is actionable;

there is an escalating resulting perception of inequity and scandal in reaction
to abuses of the IPO process; and

higher visibility and increased awareness of the problems could lead to

implementation of pricing optimization and improved allocation in other

~ securities areas, and in a variety of applications.

[0018a] According to a first aspect, there is provided a computer-implemented method

for generating an order book of reservations for potential debt instrument purchasers in a set

of debt instruments to be offered by an issuer comprising the steps of: (a) storing, on one or

more computer readable media that are operatively coupled to one or more processors, a

database comprising information relating to a plurality of units of a debt offering of one or

more types at one or more yields that are available for reservation, wherein (i) each of said

units of the debt offering is intended to be offered as a debt instrument for later sale to the

potential debt instrument purchasers, and (1) for at least one of the types having at least one

of the yields, a plurality of units is available for reservation; (b) transmitting, from the one or



more processors which are operatively connected to one or more communication devices, a
first set of one or more signals to at least a first plurality of the potential debt instrument
purchasers that identify the status of the plurality of units of the debt offering, wherein the
status comprises an identification of units of the debt offering at each type and each yield
that are available; (c) receiving, at the one or more processors, a second set of one or more
signals that indicate a request by a first potential debt instrument purchaser to reserve a first
group of one or more of said units of the debt instrument offering; (d) determining, at the
one or more processors, using the second set of one or more signals, a first reservation
comprising units within the first group that are available for reservation; (¢) updating the
database on the one or more computer readable media to refiect the first reservation; (f)
transmitting, from the one or more processors, a third set of one or more signals to at least a
second plurality of potential debt instrument purchasers that identify at least the following (i)
units within the plurality of units of the debt instrument offering that are available for request
for reservation, and (ii) the first reservation as being reserved; (g) receiving, at the one or
more processors, a fourth set one or more signals that indicate a request by a second
potential debt instrument purchaser to reserve a second group of one or more units of the
debt instrument offering; (h) determining, at the one or more pfocessors, using the fourth set
of one or more signals, a second reservation comprising units within the second group that
are available for reservation; (i) updating the database on the one or more computer readable
media to reflect the second reservation; (j) transmitting, from the one or more processors, a
fifth set of one or more signals to at least a third plurality of potential debt instrument
purchasers that identify at least the following: (i) units within the plurality of units of the
debt instrument offering that are available for request for reservation; (ii) the first reservation
as being reserved, and (jii) the second reservation as being reserved; (k) terminating, upon
the occurrence of a predetermined condition, the transmission of signals that identify the
plurality of debt units that are intended to be offered for later sale; and (1) generating the

order book that comprises reservations that are stored on said database.

[0018b] According to a second aspect, there is provided a computer-implemented
method for requesting one or more reservations for a set of debt instruments to be offered
by an issuer for later sale comprising the steps of: (a) transmitting, from one or more
processors which are operatively connected to one or more communication devices, a first
set of one or more signals to request information from one or more servers relating to a debt

offering, wherein the debt offering comprises a plurality of units of one or more types at

Ga



one or more yields that are available for reservation, wherein (1) each of the units of the
debt offering is intended to be offered as debt instruments for later sale to potential debt
purchasers, and (ii) for at least one of the types at at least one of the vields, a plurality of
units 1s available for reservation; (b) receiving, at the bne or more processors via the one or
more communication devices, a second set of one or more signals sent from the one or
more servers at a first time that identify the status of the plurality of units of the debt
offering, wherein the status comprises an identification of (i). units of the debt offering for
each type at each yield that are available for reservation as of the first time, including the
type, vield and number of units available for reservation, and (ii) one or more sets of units of
the debt offering that have been reserved as of the first time, including the type, vield and
number of units that have been reserved; (c) transmitting, from the one or more processors via
the one or more communication devices, a third set of one or more signals to the one or more servers
that indicate a request to reserve a first group of one or more of the units of the debt offering;
and (d) réceivmg at the one or more processors via the one or more communication devices, a fourth
set of one or more signals sent from the one or more servers at a second time that identify (i) units
within plurality units of the debt offering that are yet available for request for reservation as of the
second time, including the type, yield and number of units available, and (ii) one 61* more sets of
units of the debt offering that have been reserved, including the type, vield and number of units
reserved as of the second time, wherein the one or more sets of units that have been reserved

include at least a first set of units within the first group that were available for reservation.

f0018¢} According to a third aspect, there is provided a computer system for generating an
order book of reservations for a set of debt instruments to be offered by an issuer for later sale
comprising: (1) one or more comimunications devices; (2) one or more processors which are
operatively connected to the one or more communication devices; and (3) one or more computer
readable media having stored thereon computer instructions for carrying out the steps of the first

aspect defined above,

[0019]  An embodiment of the present system provides a method of determining optimal
pricing (1.e., price discovery) and the fair allocation and reservation of requests (i.e., “indications-of-
Iinterest”) prior to the offer or offer for sale of the actual equity and/or debt or referenced securities,
related instruments, and/or other assets also called units here. An embodiment of the system does
this mteractively with all Participants by establishing the nature of demand in the pre-market
through feedback, thus enabling
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demand behavior to emerge as the pre-market self-rganizes. The items being priced (e.g., particular
securifies, commodities, securitized assets, units of services, ete.), are substantially identical and

hence also referred to herein as units.

[0020]  An embodiment of the present system is also useful in pricing discovery and
allocation of non-securities-based items. For example, an embodiment of the system can be used to
analyze, price, hedge, and allocate risk during the process of insurance underwriting. In another
example, an embodiment of the System can also be used to price and allocate a portfolio of assets
(e.g., real estate) that have been packaged and securitized. The System can also be used to price and
allocate the securitization of one or more agreements for the benefits and/or outputs of contracts or
similar instruments (e.g. a revenue or income stream, royalties from intellectual property, etc.). An
embodiment of the system can be used to price and allocate units of goods/services by building an
order book. Furthermore, an embodiment of the system can also be used in instances where the
supply might also be varied by the Issuer or Seller, based on the emerging demand discovered by
Participant interaction (e.g., pricing and allocating a production run of semiconductor chips which

can be expanded by increased production).

[0021] This process is accomplished fairly and efficiently by interactive collection of
indications of demand and real-time feedback display of the aggregate demand to all Participants
through a private and/or public data network (e.g., the Internet). Various embodiments do this by
establishing and building what is referred to here as a Bidstream of the demand for an anticipated
new issuance, or the sale of a multiplicity of like goods and/or service units through what is referred
to here as Reservation Rights. The Bidstream can be represented by a graphic depiction of
Reservation Rights BidBlocks, which can be organized horizontally and/or vertically on a visual
display, called a Demand Display screen. A BidBlock is a place in the Bidstream representing one
or more Bidstream units. By selection of a limit to the number of BidBlocks or units at a given
price/volume, an Implementer of an embodiment of the system can choose whether or not to give a
particular Bidstream a recognizable visual appearance to aid Participants in analyzing the emerging

demand as the pre-market self-organizes.



[0022] Typically (though not always) in securities applications, a Reservation Right is not
a legal and binding contractual obligation, nor an investment contract. Rather, a Reservation Right
request represents an “mdication-of-interest” or reservation based on potential investor/buyer
feedback of demand for volumes and prices of an anticipated offering of securities, related
instruments, and/or other assets, goods, or services. The Reservation Right request is essentially a
proxy for demand, and is used for the purposes of optimizing pricing and promoting fairness in
allocation as a pre-market activity—a more efficient and equitable alternative to current manual

book-building or order book building processes.

[0023]  Depending on relevant securities and contractual laws/ regulations, Reservation
Rights could also be options, warrants, or similar conditional instruments where applicable. Where
~ legal prohibitions and regulations do not restrict referenced securities, a more direct linkage might
be offered between the Reservation Right and the securities and/or other assets eventually being
offered as they become offered or finally availabie for sale. In the case of non-securities based

applications, if allowed under relevant contractual law, the Reservation Right can be binding.

[0024] Embodiments of the system can be used not only to develop a fair, equitable, and
transparent new issuance process for equity (stock) and/or debt (e.g., bonds, notes, commercial
paper, ete.) securities (and for related and/or similar instruments, and/or rights), but can also provide
a properly priced and allocated base of investors for a stable after-market. Under an embodiment of
the present method, first-day arbitrage might be mitigated or removed altogether, reducing
secondary market volatility. If conducting new issuances is relatively easy and inexpensive, this will
increase the availability and lower cost of equity and/or debt finance. Similarly, a liquid and
transparent secondary market will encourage investors to participate in the stock and debt markets,
and should again increase the availability of capital and lower investor's required returns. Likewise,
improvements in the efficiency, transparency, competition, and open access of various debt markets
might encourage more issuers to achieve their goals through the efficient and appropriate use of debt
instruments, and to extend the access of debt markets to a whole new group of potential investors on

a level playing field.



[0025] Moreover, embodiments of the system can be used in a number of non-securities-
based applications where fair and equitable pricing and allocation have typically been difficult to

optimize, determine, and execute.

[0026] In this disclosure, the terms: (1) Implementers refers to those parties using
methods and system embodiments to design and build various price discovery and allocation
systems;, (2) Operators refers to personnel of issuers, underwriter syndicate members, and their
affiliated broker-dealer network and/or third-party service / portal providers whose responsibility it
is to run and manage the daily operation of an implementation and/or embodiment; (3) Issuer
Group/Seller might include the issuer of an anticipated new issuance of securities, securitization of
assets, or any other asset/item which is anticipated to be sold and any affiliated underwriter
syndicate, affiliated broker-dealer network, and, sometimes, any third-party service providers and/or
portal providers who supply services to other members of the Issuer Group/Seller and (4)
Participants refers to potential investors, potential asset buyers, buyers of goods/services and/or
their agents who download information, place requests for Reservation Rights of securities and/or
other assets, goods/services, and/or otherwise interact with the system. In the case of non-securities
based applications where the timing of acceptance of bids are not regulated, many times the roles of
the Operator and Issuer Group are merged, and are simply the Seller of the assets, goods, and/or

services.

[0027}  Therefore, in accordance with an embodiment of the invention, a system is
provided, which is not necessarily an auction per se, but is a pricing and allocation system and
method. The pricing method allows the Seller to choose to sell the units on sale to the bidders at
other than the actual price bid by any particular bidder, and even in some cases at a price higher than
a particular bidder has requested. Generally, this price adjustment would be by prior agreement.
More generally, this disclosure is directed to a system and method for taking reservations from an
allocation pool of units to be sold. Feedback is provided to those making the reservations (bidders
or Participants). The feedback includes information on the reservation requests made by the other
requestors (Participants) in terms of how many units and at what price they are interested in buying.
This



information can be presented to all users of the System (i.e., Operators, Issuer Group/Sellers, and

Paﬁicipants) in graphic format.
BRIEF DESCRIPTION OF THE DRAWINGS

[0028] Figure 1 is 2 graphic representation of potential BidBlocks available, including
initial price range, and the number of units available at each, price point that is provided to users of

the system.

' [0029] Figure 2 is a graphic representation of BidBlocks available with certain BidBlocks

filled in as reservations are requested, accepted, and reserved.

[0030} Figures 3 and 4 indicate alternative means of assisting the Participant with respect
~ to building the Bidstream for providing a graphical representation of the bids. These different
geomeiric shapes offer a different number of potential BidBlock units at each price range and

Bidstream design can be used to influence Bidstream building behavior.
[0031] Figure 5 shows an example of a Reservation Rights request calculator display.

[0032] Figure 6 shows the corresponding Demand Display provided fo an example
Participant after accepting and registering the his requests. '

[0033] Figure 7 shows a request for an example Participant’s status information along with
those of other Participants. '

[0034] Figure 8 shows graphically the situation of reaching full subscription and friggering

oversubscription of an offering.

[0035] Figures 9 and 10 show how new Reservation Rights can be added and previous
Reservation Rights can be rescinded and/or cancelled. The Figuzes also indicate the action of

notification to the holders of the cancelied Reservation Rights.
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[0036] Figure 11 shows the occurrence the price range being reset and of new

oversubscription Reservation Right request being accepted and reserved.

[0037] Figure 12 shows a free-bid display example and some initial requests and

supporting tabular Bidstream summary statistics.

[0038] Figure 13 shows graphically how new Participants place a range of Reservation
Rights requests at a higher range and the changing supporting tabular Bidstream summary statistics.

[00391 Figure 14 shows further for the free-bid example the impact of pricing momentum.

[0040] Figure 15 shows further for the free-bid example what happens when the Bidstream
reaches the full subscription point, that is all units subscribed, and a new threshold floor is set for

accepting new Reservation Rights requests.

[0041] Figure 16 shows following Figure 15 what happens when newer Reservation Right

requests are accepted and reserved above the threshold floor and lower bids are cancelled.

[0042] Figure 17 shows fora stratified Bidstream example encouragement of demand for

price discovery of lower yields of a bond issue.

[0043] Figure 17 shows also for the bond issue the stratification of the Bidstream
reflecting the terms of a set number of final instruments, coupons, or discournts/premiums from par

available.

[0044] TFigure 18 shows the stratified Bidstream for a bond issue at the price of highest
- yield or spread over a portfolio of Reservation Right request.'

[0045] ‘Figure 19 shows for a bond offering what happens when the Bidstream approaches
the full subscription point.

[0046] Figure 20 shows what happens when the full subscnptmn is reached and the
demand is reset to add more Reservation Right BidBlocks at lower yield. F}gure 20 also shows

11



acceptance of a new reservation at a lower yield, the cancellation of a previous reservation at a

higher yield and the notification to the holder of the cancelled Rese:vétion Right.

[0047) Figure 21 shows for a debt issuance how stratified Bidstreams can be shaped with

less higher vield BidBlocks to encourage earlier information poduction.

[0048} Figure 22 shows a set aside block of units on a Demand Display of a current
Bidstream.

[0049] TFigure 23 shows howina dual Bidstream with a fixed monetary set-aside float, a
set of units is cancelled from the set-aside and added to the public pool as the price range rises and

moved the float in conjunction.

[0050] Figure 24 shows a normalized Poisson overlay used to show the distribution of

requests in a free-bid embodiment and to then set a threshold floor for oversubscription requests.
[0051] Figure 25 shows a diagram of the system.
DETAILED DESCRIPTION

QOverview

[0052] The present system and method are capable of building what is referred to here as a
Bxdstream A Bidstream is created by the collection of indications of demand (also referred to
herein as reservations and feedback i.e., a report) of the aggregate demand. Prior reservations can
be provided to some or all Participants. Various embodiments accomplish this by establishing and
building a Bidstream of the demand for an anticipated new issuance, securitization of rights to
assets, or for the sale of units of goods/services through the Reservation Rights. The Bidstream can
be represented by a graphic depiction of Reservation Rights or BidBlock units, organized
horizontaily and/or vertically on a visual computer display, called a Demand Display screen. Each
Participant and/or their agent requests 2 quaniity of reservations of BidBlocks at price points in the
Bidstream. These reservation requests are then accepted and registered by the system if those

BidBlocks are still available at the time of the request.' The system has the optional feedback of a
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graphic representation of all currently requested demand in the Bidstream. There are also optional
feedback mechanisms for the relative position of a given Participant’s accepted and registered
request {or set of requests) in the Bidstream (e.g., using unit blocks of a different representation i.e.,
color, text markings, pointers, lists, tables, etc.). Cognitive research indicates that humans
understand, analyze, and respdnd more successfully to graphic visual information rather than to

purely numeric representations and/or statistics.

| [0053] The systern Implementer can choose to give a particular Bidstream as represented
on a computer display a recognizable visual appearance by selection or not of a limit to the available
number of BidBlocks or units at a given price/volume, in order to aid Participants in analyzing the |
emerging demand as the pre-market self-organizes. A computer graphic representation of an outline
of the available BidBlocks can be provided to the Participants all at once in the geometric
continuous embodiment (Figure 1), or in a sequential step-fimction with BidBlocks filled in as
reservations are requested in the geometric step-build embodiment (Figure 2), where each
Reservation Right is shown as a rectangle whose length represents the number of BidBlock units

reserved along the horizontal axis of the graph, and price is shown along the vertical axis.

' [0054] Any variety of geometric shapes can be employed in the graphic representation to
assist Participants with respect to the building of the Bidsiream, and to give Participants a visual
representation of their positioning in the entire Bidstream building process; for additional examples,
see Figures 3 and 4. In the case of Figure 3, there isa steeper discount for providing early bidding
iﬁformation, but also a higher probability of being one of the eatlier reservations subject to
cancellation if the system goes into oversubscription mode. In Fi gufe 4, there are an equal number
of Reservation Rights BidBlocks at each given price pomt, s0 Participants are more concerned with
what price level they have successfully reserved rather than how many RidBlocks are on their level.

See Rewai‘ds for Information Production below. ' ‘

[0055] The System’s visual fee&back provides Participants a new level of interactivity and
control over their own strategy. Participants can place multiple requests at different positions in the

Bidstream, based on their desire to achieve an overall price and volume allotment position at the
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time of the eventual offer or sale of securities, or assets, or units of goods/services when they
become effective and/or available for sale. Likewise, tables can be used 1o display feedback to the
user about the percent of BidBlocks reserved, the pricing momentum of the placement of

reservations, and/or other Bidstream metrics.

[0056] A potential investor and/or buyer (Participant) can become involved in building a
Bidstream, and obtaining an allocation in an anticipated offering and/or sale, as follows: First, in a
1.8, jurisdiction-specific securities-based example, a Participant must contact their broker or the
underwriter, to establish suitability for their participation in the anticipated offering, For security
purposes, the broker sends the accepted Participant a log-on name and password, and sends them in
conjunction with account limits to the Operator of the systern. The Participant is then frée to log on

| (i.e., over a data network such as the Internet) to the pertinent system hosting site to download the

registration statement, preliminary prospectus, and any related materials, e.g., electronic roadshows.

hosting site indicating their requests for the mumber of shares desired, and at W_hat prices; or can use
a provided Reservation Right request calculator. Assume that a sample Participant, Joe, has up to
$75,000 that he is willing to comumit to investing in X Corp.’s anticipated IPO. He would log onto
a suitable Internet websitewith the password provided by his broker and be authorized to gain
access and participate. After viewing the current Bidstream online, Joe can launch the website’s
Reservation Right request calculator. Ina U.S. jurisdiction-specific sscurities-based embodiment,
Joe must first acknowledge that -he understands that his reques*i is-a non-binding indication-of-"
interest, and then accept any statutory disclaimers that Reservation Rights requests do not constitute

an offer or offer for sale.

[0058] Joe can chose to spread his requests over 2 given price range, with the
understanding that his lowest price requests might be easily rescinded (cancelled) if the Bidstream is
oversubseribed, This multiple-request positioning strategy aliows Joe a minor degree of protection
in getting what he wants, but also frees Joe from monitoring the Demand Display continually.

Continuing our example, Joe enters the $75,000 and places a request for 3,000 shares
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@$11.80/share. The request caloulator (a simple arithmetic web service module) computes the
ref{uest, shows Joe interactively how much of the $75,000 be has left to work with, and asks
whether he wants to make a second request. Accepting his first request, Joe places a second request
for 2,000 shares @ $11.95/share, looks at the balance, and based on a quick calculation he places
most of the remainder for 1,200 shares @ $12.10/share. When Joe gets where he wants to be
positioned, he accepts his initial allocation requests and they are submitted to the Bidstream. Joe
can choose to use the Reservation Rights request calculator to go back and forth between his
requests and refine his Reservation Rights request placement strategy for various unit quantities at
various price points, or in combinations of various quantities and various price points. Figure 5
shows Joe's current Reservation Rights request calculator screen, and Figure 6 shows what Joe

would now see in the Demand Display.

[0059] As the Bidstream continues to build with subsequent reservations from other
Participants, a picture emerges of the demand behavior and strategic request positioning by those
Participants requesﬁng allocation BidBlocks that have been accepted and registered by the system.
This informational transparency mitigates (or even eliminates) the potential for abuse due to the
asymmetry of information available outside official disclosure documents, such as prospectuses or
legal (as well as illegal) selective disclosures. Figure 7 shows Joe’s requests, along with those of

other Participants highlighted in this embodiment.

[0060] The aggregated requests for Reservation Rights build a Bidstream and represent the
true market demand for either a new issuance, or securitization of the coﬁﬁab‘ting for an asset or
group of assets, or the sales of units of goods/services. This transparent, competitive, and iterative
- process of the discovery of demand maximizes the proceeds to the Issuer Group!Seller. Likewise,
in the case of a debt offering, the process minimizes the effective yield the Tssuer must pay to

achieve its offering objectives.

Owversubscription
[0061] The system might hit a level of oversubscription, whereby all units available for the

upcoming anticipated equity or debt offering, or units related to the securitization of an asset or
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group of assets, or units of goods/services for sale, are reserved (Figure 8). The Bidstream
continues to move in search of the optimized price reflected by true demand. In this geometric
Bidstream build example, new Reservation Rights units can be added at the next pricing point, and
an equal number of Reservation Rights units can be rescinded and/or cancelled from the
Participants’ lowest price point positions in the Bidstream (Figures 9 and 10). In cases where it is
desirable or required to keep the total proceeds from an offering or sale constant, a greater number
of units at the lowest price point can be rescinded and/or cancelled for each new unit accepted into

the Bidstream at a higher price point.

[0062] In Figure 10, additional oversubscription Reservation Rights requests are shown
accepted @ $12.22/share by the system, and it continues o cancel Reservation Rights requests @
$11.80 until the entire initial allotment @ $11 80/share is canceiled, Note that Joe has now lost his
Reservatioh Right request BidBlocks @ $11.80/share, but still has two remaining allotment
positions with two different unit quantities at two different price points. If the system notifies Joe of
his lost Reservation Right request, he might also be reminded that he stiil has two valid requests
(2,000 shares @ $11.95 and 1,200 shares @ $12.10). He might also be asked by the system whether
he wishes to replace his lost allotment position with another request, and given the current
calculation of how many shares that would reserve him at the current condition of the Bidstream. In
practice, system Implementers can choose torescind anc}!or cancel lowest price point units in the
reverse order in which they were accepted at a given price point, in order to reward the information

provided by Parﬁcipants who committed earlier at that price point.

[0063] To maintain the Bidstream’s distribution or shape in a geometric Bidstream build,
the System can reset itself and make adjustments to the available number of allotted BidBlocks at
each price. Simply put, some of the Reservation Rights request BidBlocks at the end of a row can
e bumped up or down a row o maintain the allotment limit at each new price consistent with the -
previous geometric shape. Optionally, any Participant whose Reservation Right was re-priced to |
maintain the geometric distribution of the Bidstream can be notified of their new position in the
Ridstream. Depending on the geometric shape empioyed by the Implementer, it is likely that such

price adjustments would be no more than 1% to 3% and the systern pricing model rules and variance
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would typically be disclosed to the Participants in advance. In effect, the system thereby changes
up'ward or downward some of the bids unilaterally, but by prior authorization. In this example, the’

gew estimated offering price is now $12.02/share.

[0064] Figure 11 shows where new oversubscnption Reservation Right reques‘ss are
accepted and resexved @ $12.24/share, additional Reservation Right requests @ $11.82/share are
cancelled, and the holder of the lost Reservation Rights is notified. The process continues with the
system resetting itself every time new Reservation Rights requests at the new highest price replace

the complete allotnent at a given lowest price.

[0065] For the Issuer Group and/or Seller, this movement of ihe Bidstream optimizes price
discovery, maximizing the final proceeds, until the demand is exhausted. Each potential investor
and/or buyer is allowed all the units he wants, up to a given a price volume allotment limit as
chosen by the Issuzer Group/Seller using the geometric continuous Bidstream embodiment. The
Demand Display gives Participants full and transparent access to the whole offering process, and an

interactive analysis of emerging demand behavior.

[0066] When the Bidstream b_ﬁﬂding is closed in preparation for the offering going
effective (i.e., the actual sales of the securities) or, similarly, other types of units of goods/services
are ready for a binding sale, the pre<market demand has. self-organized and the entire market has
acquratély built the book itself, The units are then allocated among the Participants according to
quantities specified by the still accepted and registered Reservation Rights requests. The selling

price for each allocation can be based on the price point of a given request or calculated by a
formula. The new issuance offering price for an IPO is typically the arithmetic mean price.of all
requests, but can be calculated by any suitable function which is typically disclosed iz the
prospectus (such as the weighted average, the median, etc.). In this example, the mean and the

median are the same price because of the Bidstream geometric shape chosen by the Issuer Group.

[0067) In this example of a securities-based offering, the system notifies all Participants
still remaining in the Bidstream of their position in the Bidstream {(e.g., by e~-mail), and the broker

proceeds to fill requests for allocations in the offering with actual formal offers to sell. In cases
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where binding bidding is allowed, upon closing the Bidstream, the Seller would confirm sales

orders and proceed to fill them.

[0068] The system inherently allows for Participant-determined price discrimination. In
the U.S., the SEC (Securities Exchange Commission) could allow variable final pricing for the
actual szles by a No-action Letter determination, enabling each Participant to pay what he
requested, rather than the single system-caloulated offering price. With variable pricing already
available for debt and for equities in certain legal and regulatory jurisdictions, this promotes a
natural trend toward a more competitive pre-market, In most non-securities based applications of
the system, price discrimination also would reward earlier successful bidders with greater discounts
from the price paid by subsequent successful bidders. This feature would encourage Participants to
inferact with the system to gain maximum personal advantage for their production of information,
by extension causing them to make their requests early and often. For additional embodiments that

reward information production, see below.

[0069] The next pricing point can be determined based on the embodiment. In the case of
a continuous step-function embodiment, the next pricing point is at, or higher than, the last price
reserved (or lowest yield, in the case of debt). In other embodiments, the next pricing point might
be anything over the mean price or lowest yield of all reservations; and in the “free-bid”
embodiment (see below), 2 mean or weighted average (or similar quantitative measurement) of all
of the distributed requests could be used as the basis for a floor on subsequent requests for
Reservation Rights.

[0070] These are just some of the next pricing-point options aﬁaﬂable to the Issuer
Group/Seller through the system. The actual choice of the final pricing method to be implemented
and enforced through system rules would normally be assigned to the Operators of the system by
the Issuer. Group/Seller. These conditions would also typically be disclosed in registratién
materials, and/or offering documents and/or announcements (e.z., registration statements, red
herrings, prelirninary prospectuses, official statements, indenture agreements, etc.), or sales

materials in the case of non-securities applications of the method.
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Free-Bid Bidstream )

[0071] The disclosure above describes one embodiment—building a Bidstream in a fixed
geometric figure method, where an initial-state Bidstream is graphically presented as a series of
available allocation BidBlocks with a limited quantity of reservation BidBlocks at each price point.
The Bidstream embodiment is filled with Reservation Rights requests until it reaches an
oversubscription mode. At this point, the initial-state Bidstream is reset to accomnodate new
Reservation Rights requests at higher prices or lower yields at or above a set point {e.g., a median
price/yield, a mean price/yield, a weighted average price/yield, the last price/yield which triggered
oversubscription mode, etc.). These new requests at a higher price point in the Bidstream can
cancel out previous requests at'the lowest price point in the Bidsfream, and those lower Reservation

Rights positions can be removed.

[0072] Howe§er, the Bidstream need not be built in a sequential fashion, or even by
limiting the available quantity of units allotment at a given price/yield point. As previously noted,
in some legal and regulatory jurisdictions (e.g., France), paying what you bid in a final equity
offering is allowed and even encouraged. This practice is in contrast to the settlement of one price
for all securities at the time of offering, the current practice in the United States for new issuances of

equities.

[0073] Regardless 6f applicable jurisdictions, the Issuer Group/Seller can choose to
implement the system in a free-bid embodiment. Ina free-bid embodiment, Participants and/or their
agents can place ons or more Reservatioﬁ Rights requests in any volume and at any pricefyield
level. As in other embodiments of the system, these Reservation Rights requests can be displayed

in real-time,

[0074] The free-bid embodiment is potentially attractive to the Issuer Group/Seller
because Bidstream formation. behaviors might be exhibited earlier in the process, allowing more
time to adjust their strategy and increasing competition. This approach can provide the Participants’
agents (including investment professionals [e.g., members of the underwriter syndicate and broker-

dealer networks] or other buyer representatives) with more time to advise their clients toward best
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achieving the client’s overall price/yield and allocation wishes, including hybrid mixtures of |
price/yield and volume requests. Consequently, the probability is raised for all Participants in the
eventual offering, or asset salefunderwriting, or sale of units of goods;’servig;es to arrive at the most
equitable and satisfactory position in the remaining Reservation Rights that survive the competitive,

iterative process.

[0075] Another example shows such embodiments. For instance, in the free-bid example
shown in Figure 12, the Participents begin with a series of requests in the $11.50-312.00/share
range. Some Participants can even try to low-bid the system by placing some requests down in the
$8.00/share range. A summary table (upper left in Figure 12) of Bidstream distribution statistics
tracks the building of the Bidstrearn in real-time to assist 2 Participant’s visual perception in

analyzing Bidstream behavior.

- {0076] By analyzing the previous graphic distribution of emerging demand and relying on
real-time Bidstream summary statistics, new Participants might place a range of Reservation Righis
requests at a slightly higher range (Figure 13). Note that the Bidstream summary statistics table
continues to track the emerging demand behavior. This forms the basis for an information cascade,
where the actions of early Participants are made available to, and might thereby influence and alter
the behavior of, subsequent Participants. This shows the mitigation of any pre-existing asymimetry
of information in action. Since all Bidstream behavior is transparent to all Participants, Reservation
Right requests reflect any non-public or hidden information, and the pre-market as a whole can

choose fto take this into account.

[0077} Figure 14 shows that, as more Reservation Rights requests are received, pricing
momenturn takes hold as the free-bid Bidstream begius to fill to the full subscription range. The
initial distribution becomes more visible as the pre-market self-organizes. The tracking statistics |
show a narrowing between the mean and weighted average prices, indicating that initial demand is
solidifying in the area of about $12.50/share.

[0078] In Figure 15, the free-bid Bidstream eventually reaches the full subseription point.

Since there is no fixed, geometric distribution to reset, the underwriter must choose a method for
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setting & floor for new oversubscription Reservation Rights requests. In this case, to move the
Bidstream forward in search of the true demand, the Issuer Group chooses the weighted average
over the mean. As in any geometric Bidsiream, while new oversubscription Reservation Rights
requests are accepted and reserved above the threshold set by the Issuer Group, the lowest priced
Reservation Rights requests are cancelled and the holders of those rights are notified. In this case,
all Participants requesting in the $8.00/share price point range are canceled, as well as those on up
to $11.70/share (Figure 16). The Bidstream resets continuously as additional Reservation Rights
requests are made, moving upward and eventually discovering the accurate and true reflection of

demand.

[0079] As in other embodiments, additional features can be implemented in the free-bid
embodiments to conform with applicable legal, regulatory, and contractual requirements, and at the
discretion of the Issuer Group, including (but not limited to): (1) e-mail notification of the status of
the Participant’s Reservation Rights that are currently valid; (2) e-mail notification of the
cancellation of any Reserva&gi{ Right requests; (3) statistical and graphical feedback of the current
status of the Bidstream building process; and (4) disclosure of any set-aside arrangements and their

current status {see Set-asides below).

Stratified Bidstream .
{00801 There are similar problems with current approaches to debt security offerings. The

system advantages apply to equity offerings, as well as debt (bonds, notes, commercial papet, ¢tc.)

. offerings. This is true whether the bond (i.., debt instrument) is corporate, sovereign, stb-

sovereign, public, or municipal in its origination.

{6081] Unlike equity IPOs in the U.S., there is no regulation requiring offering the
anticipated debt securities at only one price (or yield, in this case). Thus, one can use 2 stratified
Bidstream embodiment with a set mumber of yields (i.e., coupons) available. Since the system
automates much of the offering process, little additional effort is needed to offer a limited number of
yields, and thus only a few sets of associated Indenture Agreements or Official Statements (or

similar debt offering agreement). Alternatively, the system can offer discriminatory pricing related
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to one Indenture Agreement of Official Statement. For ease of comparison, the price equivalent of
yie:ld (i.e., discount/premium from par) value can be used and displayed on the Demand Display and

the Participant could toggle back and forth between the two alternate views of debt pricing,

[0082] Since Reservation Rights requests made earlier might end up with higher yields

(hence a lower price or greater discount), Participants are encouraged to indicate their interest
earlier. This approach both builds the Bidstream and discovers demand for lower yields for the
benefit of the bond issuer. Figure 17 illustrates one such embodiment, where the Issuer Group
might issue and register three series of bonds, coupons, and bond documentation sets (Indenture
Agreement, Official Statement, etc.), as opposed to hundreds or thousands of documents that could
conceivably be required under different, continuous geometric and/or geometric build embodiments.
Alternatively, the Issuer Groﬁﬁ can choose to issue one series of bonds, coupons, and bond |

documentation, and conduct the actual sales of the bonds at different discounts/premiums that
 reflect successful positioning of the Participants in the Bidstream. The stratification of a limited
number of pricing and/or yield points would also sitnplify any secondary market trading, potentially

homogenizing the after-market.-

[0083] As with a continuous set of BidBlocks for an equity offering, a debt offering is
made up of a limited number of BidBlocks allotted. at specific yield basis points. But in this case,
the Participant will end up paying what he bids, rather than a calculated mean or median of all bids.
As a result, the Participant would have an additional advantage in vatiablé-priced debt offerings

when ac_qdiring and retaining the early Reservation Rights request BidBlocks.

[0084] Like the price range in an equity Bidstream, an initial yield spread is set by the
Tssuer Group. In the example of a high-yield corporate bond offering (Figure 17), the Bidstream is
stratified to reflect the terms of a set number (in this case, three} of bonds, coupons, and bond
documentation, or to reflect three different pricing point discounts/premiums from par for one bond,
coupon, and bond agreement. As in the equity Bidstream examples, Participants access the system,

review the current Bidstream offerings that meet their portfolio objectives, and make their requests.
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[0085] As with continuous Bidstreams, Participants can build stratified Bidstreams at the
pri}:e of the highest yield, or spread their requests over a portfolio of yield Reservation Right
| requests (Figure 18). And as the example high-yield bond offering Bidstream approaches full
subscription, the System prepares to reset (Figure 19). As the last initial Reservation Right request
is accepted and reserved, full subscription is reached, the Demand Display reseté, and more
Reservation Rights BidBlocks are made available at an even lower yield of 8565% as a buffer
(Figure 20). As new lower yield requests are accepted and registered, an equivalent number of
Reservation Rights are canceled at the highest yield, and notification is sent to the holder of the lost
Reservation Right request. The stratified Bidstream for this example of a high-yield bond continues
to build, and will continue discovering the lowest yield for the bond issuer, until demand for the

issue is exhausted and/or the Bidstream is closed.

[0086] Similar to the display of multiple Bidstreams for equities, new debt issuances and
asset ermbodiments can be enhanced by using multiple displays and/or split screens to display the
Bidstream building of multiple maturities (i.e., serial bonds and/or term bonds with multiple
maturities of the same debt issue) or multiple asset sales, and/or to compare the Bidstream building
of multiple debt issuers and/or asset sellers of the same (or different) credit ratings and/or presumed
quality. Like geometric continuous Bidstreams, stratified Bidstreams can be shaped with fewer

higher yield BidBlocks to encourage earlier information production (Figure 21).

Dual Bidstreams and Set Asides

t0087] Tn other embodiments having dual Bidstreams, a block of the securities and/or
assets, or units of goods/services that might be excluded from the total amount of the securities
and/or assets, or units of goods/services offered to the general Participants (herein called a public
pool block), but which might eventually be offered. These can be disclosed (or not), and displayed
(or not), based on the strategy chosen by the Issuer Group, and on the disclosure requirements of thie
appropriate legal, regulatory, and contractual jurisdictions. One example is the so-called friends and
family securities blocks set aside in equities underwriting, something of a tradition in TPO offerings
in the United States, Another example of this set-aside practice can be BidBlocks set aside for the

underwriter syndicate (e.g., through an overallotment; or in investment parlance, Green Shoe
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option), and/or any institutional investor BidBlocks set aside within confines of the applicable legal
and regulatory conventions. Alternative scenarios for using a dual Bidstream embodiment can
inchude offering two classes of stock, or even a hybrid offering of equity and debt, but are not so

limiied.

r0088] Based on the legal, regulatory, and contractual requirements of the applicable
jurisdictions, this set-aside can be disclosed in the prospectus. Based on the strategy of the Issuer
Group, the set-aside BidBlocks can also be displayed on the same Demand Display screen as the
display of the current Bidstream for the public pool BidBlocks (Figure 22), or on a different screen

or display to inform Participants of total commitments to the offering.

[0089] Using a dual Bidstream embodiment, the pricing of such set-aside blocks can be at
a fixed price and quantity of units, or at a float based on a spread and/or discount from the projected
offering price (or other similar quantitative measures or metrics). If the set-aside block floats, the
system can make adjustments in at least three ways, including but not limited to: (1) the projected
offering price to set-aside reservation holders can float and be calculated upon a predetermined,
fixed number of reservations; (2) as in the fixed monetary requests made by individual Participants
and/or their agents, the number of reservations allowed for set-aside reservation holders can be
made on a fixed monetary value, and the number of reservations can be adjusted by an embodiment
based on the equivalent value of any spread and/or discount off the ﬂo.at of the projected offering
price/yield; and (3) a hybrid of the two methods above can be implemented where some set-aside
reservation holders have a fixed number of reservations with a floating price/yield, and when other
set-aside reservation holders have a fixed monetary reservation where the number of Reservation
Rights are adjusted, based on the equivalent value of any discount off the float of the projected
offering price/yield.

[0090] If the set-aside block floats with the Bidstream, the Issuer Group/Seller must
determine whether this set-aside is for a fixed amount of units or for a fixed monetary value. Like

any other Bidstream, when the Bidstream reaches full subscription, the system will continue to reset
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to a higher price range as long as there is ongoing demand—in due course, discovering the true

price.

[0091] Set-aside reservation holders can, likewise, be notified of any changes to their own
allocation position or to the status of the general Reservation Rights Demand Digpiay, and to any
associated statistical measures. This might encourage set-aside Participants to participate in the
general Reservation Right public pool (in addition to any rights they mi ght previously have as the
result of set-aside arrangements), particularly if there limitation of a fixed number of set-aside '
reservations or there are reductions in the number of Reservation Rights in the set-aside BidBlocks
because of the equivalent value of any disoount. off the changing float of the projected offering

‘price.

[0092] Inany case, where there is a reduction in the number of Reservation Rights in the
set-aside BidBlock, these freed-up unité might or might not be used to supplement the number of
Reservation Rights units available to the public pool BidBlock section of the Bidstream. They can
be added at a statistical point (e.g., the mean, median, some weighted measurement, etc.), or at the
highest current price/lowest yield, or put into the overallotment pool and/or some other insertion

point chosen by the Issuer Group. See Figure 23 for one such example.

Leveling the Playing Field

[0093] There exists the probability that different individuals and organizations will work
with varying qualitative degrees of pre-offering or pre—safes information_‘gieaned from both public
and private research and from ofher sources of information. One advantage of the present system is
that it displays the real-time building of the Bidstream as a reflection of the demand generated by
this asymmetric distribution of information. In effect, by combining and homogenizing fha 7
resulting reflection of such asymmetric information (i.e., the display of all Reservation Rights), the
systern diminishes the relative advantages of those Participants with access to non-public
information over those without such access who are at a relative disadvantage. The system
accomplishes this by equitably merging or mixing the results (i.e., demand) of information of

varying quality from different sources, thus preatly reducing, if not entirely eliminating, some of the
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relative advantages anci disadvantages of Participants with and without access to apparently superior
information (whether or not that information was obtained ethically and legally). However, itis
recognized that those Participants holding superior information might retain some advantage of
making earlier Reservation Rights requests, retaining a higher probability of achieving their desired

price and allotment positions.

[0094] The following example demonstrates this benefit of reducing asymmetry. In one
embodiment, an Issuer Group/Seller and/or Operator provides to the Participant or his agent a

| graphic representation of a fixed number of Reservation Rights for the upcoming units to be offered

over a data network such as the Internet. The fixed number of Reservation Rights range, at a per

Reservation Right price, from a lowest price point reservation BidBlock to a highest price point

reservation BidBlock.

[0095] This Bidstream can be represented graphically by an easily understood geometric
shape reflective of the underlying price discovery behavior (i.e., the emerging pre-moarket). Thisis
of particular importance and value to: the less sophisticated potential investor/buyex who might be
disadvantaged by not having the day-to-day experience of dealing with professional trading systems
based purely on nuneric-data displays on computer screens (as compared to the more experienced
investor/buyer); the potential investor/buyer might also be at a disadvantage due to of the
asymmetry of information resulting from selective disclosure; and/or the potential investor/buyer
who might find the cost of information production prohibitive outside of the registration materials,
prospectuses, or sales materials. The Paxﬁc_ipan’c_reqﬁésts at least one of the fixed numbers of
Reservation Rights BidBlocks by submitting a request for that Reservation Right at a Reservation
Right request price point. If the request-meets the suitability criteria (i.e., Investor/buyer suitabilii'y
profile, credit limits, etc.) of the Issuer Group/Seller and any monetary and/or voluime limits set by
the Issuer Group/Seller, the request is accepted and registered by the sysfem’s Bidstream database”
module. Likewise, if the request fails to meet any of the Issuer Group/Seller criteria, the system can
interact with the Participant to align the request in line with the system’s current criteria. For
example, if a Participant makes 2 unit quantity request for more units at a given price point than are

remaining in the Bidstream at that price point, the Participant might be offered what units are still
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available at that price point, and would be asked if they wish to continue making additional
recluests. Similarly, if a Participant makes a request that exceeds his credit limit set by the Issuer
Group/Seller, the system can interact with the Participant to align the request with criteria

acceptable to the Issuer Group/Seller.

[0096] As successive requests are accepted and registered, all system users including the
Tssuer Group/Seller, the Operator, and the Participanis can monitor the graphic representaticjn of all
accepted and registered requests. The System can use different colors to represent accepted. and
registered requests and/or empty request BidBlocks (i.e., reservation BidBlocks still available in the
Bidstream). Subsequent requests for Reservation Rights would be accepted and registered in the
Bidstream database module only when the Raservaﬁon Right request price point is the same as or
higher than the Reservation Right price of the lowest price point Reservation Right allocation
BidBlock remaining available. Likewise, quantity requests at that lowest price point are Limited to
the quantity of BidBlock units remaining available within the BidBlock unit quantity limits set by

- the Tssuer Group/Seller in a given embodiment chosen by the Issuer Group/Seller.

{0097 1 In this embodiment, the system would .give Participants visuél feedback of their
positions in the Bidstream, based upon the unit quantity and price of the Reservation Rights
successfuﬁywaccepted and registered and those units still remaining available in the Bidstream. This
| monitoring function can be accomplished by requiring Participants, or agents monitoring their
clients’ positions in the Bidstream, to log on for authorized access to such feedback or, alternatively,

this function can be implemented through an Internet cookie system.

- [0098] In this embodiment, tables, charts, or graphs can angment a graphic and/or
geomc{ﬁc representation of the Bidstream; and/or as the Bidstream is formed, the system can
provide overlays depicting statistical reflections of market demand (e.g., current mean, median, and
weighted averages, volﬁme over time, etc.). [n both regular and oversubscription modes, the same
tables, charts, graphs, and overlays might also display the velocity of demand as reflected by
changes in price-setting momentum, thereby further assisting individuals who might be relatively

disadvantaged due to an asymmetry of information about the emerging behavior of a Bidstream.

27



[0099] When the number of requests for Reservation Rights is greater than the fixed
number of Rights set by the Issuer Group/Seller, one or more lowest price point Reservation Rights
are removed from the fixed number of Reservation Rights in order to maintain a fixed number of
Reservation Rights or a desired amount of proceeds from the offering and/or sale, thus leaving a
remaining number of successfully accepted and registered Reservation Rights. As previously
mentioned, systern Implementers can choose to rescind and/or cancel lowest price point units in the
reverse order in which they were accepted at a given price point, in order to reward the informationa
provided by Participants who committed earfier at that price point. In this embodiment,
overallocation rights can be used as a leveling mechanism and/or buffer for a number of purposes,
namely; to extend the fixed number of Reservation Rights BidBlocks as needed (e.g., as Reservation
Rights are added and/or removed during pricing resets to maintain geometric consistency); to
interact with changing set-aside pools, and/or as a reward for relevant information production. See

Rewards for Information Production below.

[0100} In this embodiment, the Participant losing his Reservation Right can be notified and
can choose to re-request. Then, at a predetermined closing date and time, the remaining number of
Reservation Rights, which have been requested by the Particip ant.and remain- successfully accepted
and regls_tered in the Bidstream, are subsequently offered to that potential investor/buyer by the
Issuer Group/Seller at that Reservation Right request price, according to the securities or contractiial

rules and regulations of the applicable legal jurisdiction.

{0101] Im some embodiments, the actual sale of securities, or assets; or units of
goods/services might be offered to the Participant based on a formula related to the final pricing
points of all Reservation Rights. Previously mentioned examples include the arithmetic pricing -
mean, the arithmetic pricing median, a weighted average price, etc., but are not 5o limited.
However, the réduction of the asymmetry of information places the Participant at less of a relative *
disadvantage than he would be under the existing processe.s for book building or building a sales

order book.
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Rewards for Information Production

' [0102] Embodiments accommodate both pooling and sesparating signaling theoretical
models (assuming that a given implementation embediment is compliant with the applicable
regulatory, contractual, judicial, and legislative requirements). Im some sense, all signaling models
have the same underlying structure. Under certain conditions well-informed players can improve
their market outcome by “signaling” their private information to those who know less. A pooling
equilibrium is an equilibrium in which all types of sender send thie same message. A separaling
equilibrium is an equilibrium in which all types of sender send d_ifferent messages. In general, a
system is said to be in a state of equilibrium if all influences on the system are cancelled by the
effects of others. In some embodiments, all Reservation Requests are blind—i.e., the source of the
signal of value is seen by all, but is not identified as te its source= {called here “peoling” signaling).
In other embodiments, the source of the Reservation Request is identified or can be optionally
identified if it exceeds a specific fhreshold number of Reservation Requests or their aggregate
quantity and/or equivalent monetary value—resulting in a separating signaling, For a separating
equilibrium to exist there must be signaling costs that'differ acrorss g'roulﬁs. These two signaling
conditions form what is called in economiics the single-crossing :pro;)erty Arguably, m a new

issuance, different groups incur different SIgnaImg costs.

[0103] In the case of a separating signaling equilibriun, certain embodiments contain a
mechanism for reaping the benefit of costly signaling. This disclosure also addresses the problem

~of enticing and rewarding quality signaling of interest earlier in time in the Bidstream building

process, as discussed #hove.

[0104] Underwriter syndicates and their broker-dealer metworks enjoy the additional
advantage of having a better overview of deal flow, thus enabling them to advise their clients about
new issuances in which to participate, and about what Reservati on Right strategy to employ to
achieve the best overall portfolio results. For eXampIé, underwr-iters and institutional investors
might know more than an issuer about the prospects for the comepany’s competitors, or about the
economy as a whole. Also, because they are exposed to the flow of deals (e.g., IPOs, debt

floatations, etc.} on a continuous basis, underwriters and institutional inrvestors are likely to know
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more about the strengﬁh of the deal market pipeline in general, or about deals by similar companies
already in the pipeline. And finally, even a less well-informed investor knows something the issuer
doesn’t know" i.e., the investor’s own particular demand for the price yield/volume of the pew

issuance,

[0105] Why would potential investors be willing to reveal important information,
especially when it is positive? Information production and sharing occurs because of the
transparency incorporated into the system, where withholding positive information might also result
in iittle or no allocation and/or a less advantageous priciﬁg in the actual sale of the security, asset, or

puits of goods/services.

Information Cascades

[0106] As previously mentioned, price discovery raises a problem in the prior art of book
building and building a sales order book procésses for the Issuer Group/Seller: namely, that
potential investors and/or buyers might have incentives to withhold information regarding unit
demand at given price points if they suspect that the information will be used to their disadvantage.
The problem is likely to be p&rticularly acute in cases where: (N the information is costly to

acquire; and/or (2) the information, if revealed, would lead to a revision of the eventual sales price.

[0107] This conundrum leads to embodiments where early providers of information (i.e.,
Reservation Rights requests) are rewarded for their signaling of any imputed valuation analysis.
The system can reward early requestors—?artmpants who provxde earlier signaling and production
of information concerning both pricing and allocation demand. For example rewards mightbe
accomplished using methods specific to a given Bidstream, including (but not limited to): (1) the
geometric shape (e.g., where there are more unit allocations for Requests made earlier, that is, at the

bottom of the Bidstream (i.e., a pyramid shape, etc.); and/or (2) a weighted formula, used as an

alternative way to discount and/or increase the unit allocation to earlier Requests.

[0108] In addition, where legal, regulatory, and contractual jurisdictions allow some form
of discounting, and/or do not enforce one-price-for-all methodologies, embodiments can be tailored

to compensate quality signating (e.g., earlier and larger block requests, disclosure of the identity of
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sophisticated investors, etc.). This compensation or reward might be in the form of a discount, or
some other fully disclosed reward. Quality signaling rewards might be fixed, or might float based
on a spread from some other measurement (e.g., final offering price, weighted averages, etc.). In
the case of the U.S. example, this is already possible in new debt issuances, where two or more
indenture agreements might be created to encourage those requesting Reservation Rights to signal
their interest sooner in order, to get a higher yield or the final sales price offered might vary asa

discount/premium from par.

{01091 Moreover, where legal, regulatory, and contractual jurisdictions allow allocation
discretion, the system would embody the results of information cascades—rewarding Participants
providing earlier signaling information through earlier requests with greater allocations on some
predeterrnined basis, Information cascades would happen when potential investors/buyers make
sequentially timed decisions concerning indications of interest (i.e., later Participants might
condition their interest based on the growth, volume, and pricing momentum of previous requests
for Reservation Rights), with demand either snowballing or remaining low over time. In manual
book-building or building a sales order book, information cascades are difficult to develop unless
the Issuer Group/Seller divulgés privileged information, because the Issuer Group/Seller is usually
obligated to keép such information secret or, at least, not to releaseit selectively. In the present
system, information cascades would easily develop because all Participants can transparently view
the accepted and registered Reservation Rights of all other'Participants-. Hence, the system is more
likely-to motivate additional actions that would not otherwise occur without this inherent

fransparency.

[01 10] For instance, based on the amount of time remaining to closing of the Bidstream
formation, the earlier Participants could be offered a portion of the overallocation allotment or
additiopal rights, on a sliding scale. This signaling reward might take many forms including but not
Hmited to: (1) additional Reservation Rights at the time of the new issuance and/or sale of units
(e.g., a portion of the Green Shoe in investment parlance overallotment provision); (2) selective use

of option units (for example, options to Participants who request Reservation Rights above 2 certain
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monetary or volume block size); (3) an additional right in the form of post-issuance options; and/or

(4j selective post-issuance pricing support.

[0111] Furthermore, this incentive for the production of quality information can be
coupied Witjjl, or decoupled from, eventual positions in the Bidstream when the building processes
close. To further elaborate, rewards for information production can be limited to the number of
units of a given Participant that successfully remain in the Bidsircam, or information prodﬁction
rewards might still be available even when the Bidstream closes, and even if the Participant has no
remaining successful accepted and registered requests for Reservation Rights. Where such
variations exist, this disclosure proposes that the rules should be kept relatively straightforward,
should be disclosed and easy to understand, and should be included and updated in and through any
scheduled communications and/or updates of graphic and/or textual feedback of a given

Participant’s position.

Status Notifications and Document Delivery

[0112] Inone embodiment, those Participants losing.a Reservation Right are netified and
the Participant (or their agent) can decide whether to re-request, and at what unit volume, given the
visual and statistical reflection of market demand and rate of change of demand as reflected by

changes in price/yield setting momentum.

[0113] The notification of Pm’ticipaﬁts by e-mail need not be Hmited to cases where the
requested Reservation Rights have been rescéndfed or cancelled. Operators of the system can offer
the capability of Participant-defined periodic updates (e.g., a graphic presexitation snapshot of the
Bidstream and the Participant’s positions of reservation relative to the entire Bidstream, or a
statistical report of si gm'ficant. metrics, and/or an oral report automated to leave relevant information
on an electronic [e-mail, facsimile, SMS, wireless PDA] and/or voice channel [voice-mail, cell
phone, ete.]), to be e-mailed or voice-mailed during the course of building the Bidstream. For
instance, an Operator can offer, and a Participant can choose to accept, updates on a time basis (e.g.,

monthly, weékly, daily, hourly, or by minute).
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[0114] Embodiments can also offer this reporting in a changing mode selected by the
Iss'uer Group, and/or by the Participants themselves, where the time perio_ds differ. For example, in
a one-month Bidstream build, the Participant can choose weekly notification for the first two weeks,
daily notification for the next ten days, hourly notification for the next three and three quarter days,
and minute-based updates in the last 6 hours. These notifications can be available twenty-four
hours a day, or set to a clock that is calibrated to the Participant’s time zone and work/sleep

patterns.

[0115] The system’s automated e-mail capabilities can also be used to meet local
regulatory and/or contractual requirements, This feature provides the means to: (1) qualify potential
investors and/or buyers; (2) distribute electronic versions of registration statements, red herrings/
preliminary prospectuses, Indenture Agreements, Official Statements, Sales Offers, Sales Contracts,
elc.; (3) distribute any required prospectus and/or sales offer amendments (such as pricing
amendments); (4) distribute confirmation of receipt of updates and amendments, and (5) notify the
underwriter syndicate and its broker-dealers (or similar sales representatives in non-securities based
applications) of individual conditions that might require manual processes (e.g., such as mailing a
pricing ainendment, confirming a Reservation Right, post-effective sales deliverables, etc), but are

not so limited.

[0116] The system can also be used to deliver multi-media materials related to the
anticipated offerings, registration statements, red herrings and prospectus materials, shelf offering
materials, other new Isstance secondary equity prospectuses, sovereign debt prospectuses,
municipal bond red herrings and official statement materials, corporate bond red herrings, indenture
statements, and othef prospectus materials (for debt and/or convertible debt securities). The system
can also provide offering materials for the securitization of assets or groups of assets, and/or
additional information allowed under applicable securities and/or contractual laws and regulations,
In the case of non—secﬁrities based applications, the system can provide multi-media materials
and/or hyperlinks to those materials to provide additional information to those Participants in

support of a sales order process.
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[0117] Insome embodiments, various multi-media materials can be provided and filed as
paﬁ of the prospecius or as an appendix to the prospectus, including the script of any video as well

as a fair and accurate narrative description of the graphic or image material.

[0118] Likewise, an Issuer Group/Seller might choose to further educate potential
Participants by optionally showing them demonstration simulations of the rules in place for a given
embodiment, before they actually participate in_the building of a given: Bidstream. These
simulations can be also offered through the system as an optional general purpose investor/buyer-
education module in a website, and/or as a specific simulation of the rules for a specific 6ffering or
sale, entirely segregated and associated only with the associated Bidstream to which it applies.
These simulations might also be useful to a potential Participant in building or in using automated
and/or program trading software agents to act within a given set of rules associated with the

building of a particular Bidstreamn. See Automated Program Trading below.

System Overlays

. [0119] Various distribution curves can also be employed as display overlays (te.,
additional graphic elements) that allow the Issuer Group/Seller, Operator, and/or Participaﬁt fo
choose differing viewpoints of the overall Bidstream that might otherwise appear irregular or
éhcppy, particularly in free-bid embodiments’ Demand Displays. An example of this is displayed
in Figure 24, showing a Poisson distribution which normalizes the display of a variety of reservation

requests in the free-bid embodiment. Other display overlays include but not are limited to:

1) historical overlay (for example, behavior of previous offerings with similar
characteristics {e.g";, an IPO in the same industry with earnings multiples
factored in, previous pricing momentum curves based on similar Bidstream
behavior, etc.]);

2)  weighted overlays (e.g., showing retail investor Bidstream building behavior
contrasted with institational investor Bidstream building behavior, or

showing behavior based on unit quantity request behavior, etc.);
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3) large Reservation Rights quantity requests averlays (with Participant
identities, if available);

4)  oversubseription overlays;

5)  price spread overlays;

6) price movement momentum overlays; and _

7)  Participant specific overlays e.g., current status, probability of rermaining

accepted [given current pricing momentum metrics], etc.),
8)  scenario overlays (e.g., “what if”” scenario overlays), and

9)  game theory based overlays (e.g., those using competing and/or cooperating

modeled outcomeé, Nash equilibria, stc.).

[0120] Overlays can be: static in nature (e.g., a snapshot of the current status of a
Bidstream with a historical, weighted, or price spread overlay); iterative (e.g., with-an overlay being
refreshed and showing additional delta information such as changes of pricing momentum); and/or
with simulation based future projections (as in the case of “what if” scenario tools, and/or game |
theory-based simulations with various outcomes having different probabilities associated with
them). The system can run iterative and/or simulation-based overlays in iterative loops, with the

results being reported as input from the Bidstream changes, thus changing the input data and/or

criteria.

[Of:’Zl] Just as colors can be used on the Bidstream display by members of the Issuer
Group and/or Seller to aésist in their offering/sales decision making, the Participant can also be
provided access to their own behavior overlays, with a pre-selected (or Participant-definable) color
| pallet to assign colors to various Bidstream behavior characteristics (e.g. spreads, pricing

momentumn, large Reservation Rights block requests if supplied with Participant identities, efc.). '

[0122] Inthe case of new issuances of debt, bond, municipal bond, corporate bond,
underwriting, portfolio, and/or other assets, additional useful overlays can be employed. These

would include but are not be limited to past, present, and projected future: (1) U.S. Treé.sury vield-
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curves or other indexes (such as LIBOR); (2) spread from U.S. Treasuries or other indices; (3)
yiéldnto—matun'ty; (4) yield-to-call; (5) yield-to-worst cali; (6) commodity indices; (7) comparable
asset portfolio pricing, and so on. These overlays can also be displayed in a time-series layout for
new issuances and/or asset revenue/earning siream contracts, which might have a series of
maturities and/or a series of terms. Overlays might also include comparable overlays of historical,
current, and/or projected vield curves and/or spreads for similarly rated and/or similarly structured

secondary market securities and/or assets.

[0123] Distribution curves can also be employed as safeguards to avoid statistical pumping
in a free-bid eiﬁbodiment—which might be desired by some of the beneficiaries of the result of the
Bidstream building (for example, unusually highly-priced requests by an affiliate of the Issuer
Group designed to skew the statistics higher than the bulk of the requests would otherwise indicate).
One available distribution curve technique employs various distribution curves as a means of cutting
off requests that have a set variance or statistical outlier from the boundaries of a chosen statistical
distribution, and/or even rejecting Reservation Requests that are clearly outliers, thereby managing

and maintaining stability in the orderly building of the Bidstream.

[0124] Finally, distribution curves can also be employed, in combination with the free-bid
embodiments, in those legal, regulatory, or contractual jurisdictions that require the eventual
offering and/or sales price to be uniform for all eventually anticipated offers or sales. The different
distribution curve types can be used to display current ﬁrojected sales price or projected price based

on changing Bidstream criteria {(e.g., price'momentum, percent oversubscription, etc.)

Other Features ' .

[0125] In graphic display embodiments, the displays can be color-coded with different
colors used to signify different parts of the Bidstream (e.g., one color for unreserved Reservation |
Rights, a different color for the Participant’s requested reserved positions, another color to indicate
oversubscription mode, and so on. Furthermore, color overlays can be used by member of the
Issuer Group/Seller to assign different and/or changing behavior in the Bidstream, as a means of

effecting changes related fo their strategic and tactical offering plans. These issues might include
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but not be limited to: (1) decisions on the handling of the overallotment options; (2) increase or
decrease in marketing and/or sales efforts; (3) decisions on managing underwriter, syndicate
member, or sales representative roles (if any) in after-market pricing support strategies and tactics,

and so on.

[0126] In cases where the Bidstream is not built in a step fiumction, tables can display the
distribution of the Bidstream and give important statistical feedback on the pricing and distribution
of the reserved BidRlocks (e.g., the mean, the median, weighted averages, etc.). The System can
not only provide instantaneous feedback to the user, but can also give statistical and graphic
representation of historical volume and pricing during the course of building and extending a
specific Bidstream and/or multiple Bidstreams (zepresenting multiple new isstances) or different

aspects of a multi-part issuance (e.g., different maturities of a term series bond offering).

[0127]) In some embodiments, two-dimensional information (graphic or otherwise) can be
presented in various ways optionally, even configurable by the Participant, namely: vertically,
horizontally, both views simaultaneously, or both alternately. For instance, in a geometric graphic
representation of the Bidstream, the price for equity, and/or debt, and or units of goods/services,
and/or the yield for debt, can be displayed on one axis, and quantity on the other {either horizontally

or veriicaily). 7

j0128]1 Furthermore, alsp contemplated is display of multi-dimensional information to the
Participant. For instance, unit quantity can be displayed on the x-axis, price/yield on the y-axis, and
time on the z-axis, allowing the Participant to view the building behavior of a Bidstream over fime
in three dimensions from any desired angle. Additional dimensicns are not limited to time, and can
inclade but are not limited to 2 variety of guch quantitative and qualitative past, present, and/or
projected future measurements {e.g., credit risk, portfolio considerations, secondarjr market

behavior, projected financial analysis, and so on.

[0129] The identities of Participants requesting blocks of Reservation Rights canbe
optionally revealed on the computer display via a point-and click function, or in a separate tabular

format. This can be done anonymously (e.g., showing only institution block investments with a
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different color coding), and/or explicitly (e.g., whereby specific references to institutional investors

and/or to significant size requests are identified by name.

[0130] Another example shows how variations in the system might facilitate a
Participant’s desire to use a particular positioning strategy. This is demonstrated by affording
" individual Participants and/or their agents the optional selective freedom io make requests either in
a fixed number of unit requests at a given price, or in terms of a fixed monetary amount. When a
Participant first makes one or more requests for Reservation Rights, the system allows the
Participant to request a fixed number of Reservation Rights at a given price, or to request a
monetary amount, letting the system calculate the number of Reservation Rights currently available.
The system might ask the Participant if it should place those reservations in the lowest price
BidBlocks available, or alternatively spread them over a price range with the support of 2 multiple-
request Reservation Rights BidBlock calculator. Such a calculator can be configured to |
interactively allow Participants to place multiple requests for Reservation Rights from a Participant-
selected monetary armount, and recetve feedback about the distribution of their requests and/or the
balance of the requests at different request levels Figure 5). Likewise, if the request is for a fixed
monetary amount, then the System can adjust the number of requests for Reservation Rights
according to the current status of the equivalent value (with respect to the changing and real-time

adjustments), according to the formula chosen for amriving at the projected offering price.

[0131] The goal of maximizing the fransparency of the Bidstream building process is to
_provide information feedback to all Participants in a non-discriminatory, real-time fashiom. “Real~
time” here is a relative term, and actually might be tuned or modified by those implementing the
syétem. As used here, real-time refers to the time intervals (seconds, minutes) during which all
requests are recaloulated and set for re-display (i.e., the refresh process) from the Systems servers or
from a similar information distribution point. Any delay from this refresh time resulting from
private and/or public (e.g., Internet) network traffic and/or because of a Participant’s network access
speed, might create slight variants, which are inherent and fo some degree expected in the electronic

information distribution infrastructure. Nevertheless, the objective is to provide a truly level
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playing field with equitable, non-preferential, symmeirical, and near-simultaneous access for and to

all interested Participants.

[0132] Ifrelevant legal, regulatory, and/or contractual rules stipulate exactly equivalent
delivery, particularly where program trading agents react faster than their human counterparts, then
the system can be metered to deliverto ail Participants at a least common denominator transmission

speed acceptable to the appropriate regulators.

[0133} Implementers can choose to employ. a database to ensure proper tracking of the
re.gulatory requirements for both electronic and paper delivery, and to provide the reporting basis for
any required actions by the members of the Issuer Group and/or sales representative of a Seller.

The database component of the system also provides implementation of return-reply receipts via
e-mail, as well as secure record keeping of access, downloads, and printing as further evidence of
compliance with respect to the distribution of red herrings to broker-dealers, and the delivery of
prospectuses to potential investors, pricing amendments, term sheets, or sales materials and pricing

information (in the case of non-securities based appilications), and so on.

[0134] Database features of various embodiments, combined with the systems automated
e-mail features, can be implemented for such purposes of identification and/or qualification
including but not limited to the following: (1) the suitability of investors/buyers; (2) qualified log-
in; (3) managing Reservation Rights request monetary and unit voluﬁle limits; (4) delivery of
required documents and/or notifications; (5) eonfirmation of deliveries of required documents
and/or notifications; (6) compliance recording and tracking; and/or (7) delivery of any sales
documents. These database features of various embodiments can also provide the basis for selected-
and/or auto-generation of exception reports. These reports are electronic lists of interactions with a
System embodiment that c;ould identify situations that might trigger non-compliance with securities
laws and regulations, and/or contractual obligations, and/or identify the need for manual action.
The reports can also notify the appropriate party to initiate corrective action (automated or through
backup manual processes) to facilitate proactive compiiance with appliééble local securities laws

and regulations and/or contractual obligations.
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[0135] Additionally, certain features can be combined in various ways with other features.
For example, the notification option could be set to change from periodic updating if certain |
Bidstream behavior pattern parameters are exceeded (e.g., pricing momentum, price/yisld presets,
changes in market and/or economic conditions outside the specific Bidstream, changes in the
Participant’s other portfolio metrics, ete.). Then, any desired information update could be produced
with Implementer-, Operator-, and/or Participant-selected color-coding and/or other overlays, and
program trading agents can be manually or antomatically activated to be able to respond to the
changing conditions. This illustrative scenario is just one of many ways a system Implementer
and/or Operator can offer and add value to the Bidstream building process, and by which a
Participant can choose to combine different features in the system to tailor interactions to the

individual Participant’s needs and wishes.

Role of the Underwriter Syndicate
[0136] Under the present system, the underwriter/investment bark no longer need manage
the book building process—the market itself can accomplish this equitably and fairly, mitigating the
potential for abuse. The system still allows the underwriter syndicate and its associated broker-
dealer network to add value through limited control of the design of the Bidstream (including setting
initial price point ranges and any price/unit volume Hrmitations) and optional control of visual
feedback features, handling of overlays, handling of set-asides, handling of overallotment Green
Shoe options, and so on. Even so, underwriters still have an essential and valuable role to play in
advising new issuance candidates, gaihering and organizing information about the issuing COmpany
- for the prospectus, conducting due diligence, developing registration materials, and educating the-
public and potential investors about the company through the roadshow and other approved

activities.

[0137] Furthermore, underwriter syndicates and associated broker-dealer networks would
still play an essential role in the screening of Particfpants for suitability, both locally and globally,
and in advising institutional and retail investors on their investment and portfolio strategy. And,
perhaps most important, since most embodiments are focused on building the book and/or in

collecting indications or interest, and do not include the actual offer or sale of the securities
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themselves and/or the securitization of assets, the underwriter syndicate and its associated broker-
dealer network are necessary entities in offering, executing, and clearing any actual securities
transactions and/or the securitization of assets, as well as providing any desired after-market

support.

(0138] As more of the pricing and allocation abuse loopholes are closed, and underwriters
cannot replace lost commissions resulting from so-called money left on the table with other gaius
from quid pro quo agreements and tie-ins, they might focus on maximizing the information
provided fo the public to insure that proceeds to the issuing compaﬁy are maximized (thereby
maximizing the underwriter’s commissions)—finally honoring their true and represented fiduciary
duty to both the issuer and to their own stakeholders (e.g., financial firm partners, owners,

stockholders, etc.).

{01397 The system does not impede or preclude the creation of an underwriting syndicate
prior to or during the waiting period (in the U.S. example, the period between the filing of the
registration statement and its effectiveness). Syndicate members (e.g., other investment banks,
retail securities organizations, large wire houses, and locally-based securities retailers) can still act
as agents of the underwriter with respect to educating their clients. This process can be
accomplished thivough distribution of red hemrings and participation in any roadshows, and by _
serving as agents of both private individuals and institutions in arriving at and executing a strategy
for placing Reservation Rights requests, and then monitoring their client’s position in the Bidstream.
Commissions on, or discounts off, the price of Reservation Rights can stili be earned 'ﬂlrﬂugh'tﬁa ‘
Kt;:ﬁorts of the syndicate when there is a resulting sales transaction, énd such discounts or
commissions can be disclosed in any final prospectus, pricing amendment, or term sheet as part of

the agreement reached between the issuer and the lead underwriter.

[0140] In summmary, the system is not necessarily meant o replace such actions and
activities of the issuer, underwriter syndicate, and broker-dealers as, for example: due diligence;
preparation of registration staternents; disclosure obligations; prospectus and notice delivery

obligations; gerieral selling or promotion efforts; and/or securities sales activities. Embodiments are
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focused primarily on the fair and equitable optimization of new issuance pricing (price discovery)
and allocation and/or the efficient securitization of assets. Aspects of various embodiments might
also serve as the platform to automate and increase the efficiency of activities that are still the

statutory responsibility of those respective parties.

[0141] Lastly, it should be noted that the underwriting industry is incurring an escalating
exposure to criminal and civil penalties, and such Habilities might, in fact, exceed the total of any
prospective underwriting fees and commissions. As an important side benefit to the underwriting
industry, the system also reduces the opportunity for abuses in pricing and allocation, and thereby
significantly mitigate,é the potential liabilities of the parties involved in the offer, sale, and

distribution of new issuances.

Automated Program Trading

[0142] The present system can also provide cozﬁputer—readable standardized versions of
the Bidstream statistics through standardized system outputs (e.g., application programming
interfaces), which allows Implementers, Operators, and licensed Participants in the system to build
computer application software programs for prog&axn {rading-like Bidstream monitoring, and for
antomated Reservation Request computer programs that act upon information received from the

system.

[0143] Also contemplated is an embodiment by which program like trading allows System
Participants to set parameters to initiate the automation of requests for the placement of Reservation
Rights (and alternatives)—in essence, layering on.the.System methodologies. An examP.I"é"is"ﬁié
use of a computer-enabled algorithm (program) that sets desired price and volume commitments,
and then adjusts the execution of Reservation Right requests based on those parameters, and/or on

statistical feedback from the System e.g., change in price velocity over time.

Simulations and Video Games/Entertainment Embodiments
01441 Some embodiments are directed to simulations and uses of the system for the
purposes of such applications as: participant education, general business education, training, and

video game and/or other entertainment modes. For example, Operators can offer a variety of
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simulations so that potential Participants can familiarize themselves with a given implementation,

run simulations, and investigate various “what-if” scenarios.

[0145] As further illastration, business schools and other educational venues can use
simulations with a variety of pre-loaded system behaviors and/or conditions designed to be
Dteractive with the students. The financial services community can use embodiment variations to

train their investment banking, research analyst, and trading professionals.

[0146] Likewise, the system canbe embodied in simulations for the entertainment and
possible education of the end-user (e.g., as a substantive video game). The game approach is
particularly interesting and attractive where interactions with the entertainment system trigger a
variety of simulations that miglit be pre-configured for single-user interaction or in group play. In
the latter, the game would operate through simulations that react to the participation of multiple
users and are based.on formulas that can be randomly cycled, or based on a set of conditions that are

disclosed {or not) fo all of the players.

Non-Securities Offers/Sales

[0147] The system also aflows potential sellers and buyers to participate in conditional or
binding offers to sell, offers to buy, and/or in a collection of indications of interest of units of
goods/services, all in a fransparent, competitive, and equitable manner. Thus, the system can be
used in many other situations where there might be a large number of units to be supplied, or where:
more competitive pricing is desirable, or where more transparent pricing is desirable, or where more
iterative price discovery is desirable (i.¢., where fair and efficient price discovery might be |
problematic), and/or in circumistances where fair and efficient allocation of the units fo mumerous
potential buyers might be problematic. The system can also be used where suﬁply is not fixed, but
might be varied by the Issuer Group/Seller in response to the emerging demand and discovery of
price. Foi‘ instane, if the system discovers a more favorable price, the Tssuer Group/Seller might
choose to provide and/or produce more units of the item and dynamically increase the Reservation

Rights allotment BidBlocks lizmits in response, thereby achieving a dynami¢ Bidstream. Further,
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when used for service or labor unit pricing and allotment, the system can add additional units while

simultaneously compensating for the price of additional overtime charges and/or premiums.

[0148] There is potential for unique and novel compensation structures resulting from the
building of a Bidstream, For example, some or all of the cofnpensation to the system licensor
and/or Operator would be based on the amount of change in the pricing range due to the
oversubscription mode of the system (i.e. the commission could be based on the difference between
the initial projected offering price and the offering price derived by the system as a result of its price

discovery value-added mechanisms).

[0149] Various embodiments can be used in the securitization of assets, securitization of
contractual rights, and/or the matching of the analysis and assessment of risk with the pricing of
premiums requisite to underwrite and/or hedge that risk. Other embodiments can be used for the
actual sales of units of goods and/or services. Exampies include but are not limited to: 1) insﬁrance
underwriting (e.g., where the distribution of risk might be difficult to ascertain and to price); 2) real
property (e.g., real estate lots,. portfolios of property, asset-backed contracts or portfolios fi.c., a
portfolio of mortgages]); 3) securitization of future revenue streams from contracts (e.g., the future
proceeds from Inteliectual Property [i.e., patents, frademarks, copyrights, etc.]); 4) revenues from
works of art (video, music, etc.) and/or the earnings streams of entertainers and/or sports figures; 5)
commodities (e.g., where the pricing and allocation of original production might be derivative
and/or particularly competitive due to supply constraints [e.g., where the production run of a semi-
_conductor company like Intel is based on the derivative demand for products built by its chip
buyers—the production run can be competitively priced and allocated by using a Bidstream where
all chip buyers might see eacﬁ other’s demand], where there might be inconsistent quality and/or
flow of supply that requires inspection and/or confirmation before a binding sale can be
consummated, etc.)); 6} labor and/or other services (e.g., where allocation might vary with supply,’
where job confirmation is contingent on inspection and/or interview of the job candidates, etc.); 7)
used real property (e.g., where there are a number of units to be divided in quantity lots of varying
sizes, where final sales might be conditional upon satisfactory inspection, etc.); and 8) among many

other uses.
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Computer Aspects
[0150] The system utilizes the technological art of conventional electronic (digital)

computing, computers, computer systems, and networks.

[0151] The devices contained in the computer systems asgociated with the system are
typical of conventionally installed computer configurations, and are intended to represent a broad
category of such computer components that are well known in the art. Thus, Intel-processor-based
platforms can be used, but numerous other platforms will alse suffice, such as: Macintosh-based
and/or Unix/Linux-based platforms, platforms with different bus configurations, dumb clients,
networked platforms, multi-processor platforms, other personal computers, workstations,
maimframes, navigation systems, and the like. Software components would include but not be
limited to: operating systems; software development environments (BEA, Web Sphere, ete.),
viewing software, document management sofiware, communication sofiware; network software,
network management software; customized applications; and maintenance/utilities software, among

other applications.

[0152] One embodiment inicludes a computer program (software) that is a computer-
readable mediuny/media with computer instructions stored in/on the medium/media, which can be
used to program a computer to perform the method of various embodiments. The storage device
can include but is not limited to: any type of disk, including floppy disks, optical disks, DVD, CD
ROMs, magnetic optical disks, RAM, EPROM EEPROM, magnetic or optical cards, or any type of
media suitable for stoxmg electronic instrictions. “Other stﬂrage ﬁomponents can include: mass
storage devices including redundant and/or RAID storage satups and file backup, restore devmes

and disaster recovery services.

[0153] Other hardware coxmponents can include but are not limited to: servers; telecom and
network compouents (e.g., routers, switches, etc.), security systems (e.g., firewalls), load balancers,

and network infrastructure (e.g., LAN/ WAN connections and cabling), among other components.

[0154] The computer instructions in the computer program noted above can be located in

an electronic signal, transmitted over a data network, which performs the method of described
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embodiments when downloaded into a compuier system. The computer instructions are in the form
of data being transmitted over a data network. In some emboediments, computer instructions are
transmitted in electronic signals through cable, wircless, and/or satellite, or by other mieans of

transrnisston now known or yet to be discovered.

[0155] Stored on any one of an array of computer-readable media, various embodiments
include the software for controlling the hard-ware of the general purpose and/or specialized
computer or microprocessor, and for enabling the compﬁter or microprocessor to interact with a
human user, a soflware agent, and/or with other ways and means of utilizing the results of any
embodiment. Such software can inciude, but is not limited to, device drivers, operating systems,
and various user applications. Ultimately, such computer-readable media include the software for

performing the previously described method in various embodiments.

System Software -

[0156] The sofiware is encoded using any suitable computer language. Portions can be |
encoded using HTML. Providing suitable code is well within the capabilities of one of ordinary
skill in the art in light of this &isclosilre. An example of suitable software in shown in Figure 25,

and explained hereinafter.

[0157] The Participant Module 22 contains the features necessary for the Participant to
interact with the system (e.g., system access, making Reservation Rights requests, configuring
f’ articipant display and other preferences, viewing Bidstreams and overlays, etc). The Participant
Module 22 can be implemented with standard software technologies thro.ugh a web browser (e.g.,
HTML, XML, Java) or built as a stand-alone application (C++). It connects to the host system
through Internet networking protocols (e.g., hitp) and security (e.g., PKI). It is understood that in
different embodiments, the distribution of features between Participant Module 22 and the host

system server will vary, as is the case for other of the modules.

[0158] The Suitability Module 24 is used by members of the Issuer Group to enter and |
manage Participant account data (e.g., Participant ID, password) and set account limitations (e.g.,

credit limits), and configure Participant-specific system usage (e.g., messaging rules, consents).
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This information s stored in the Registry Module 38. This module 24 can be implemented with
standard software technologies through a web browser (e.g., HTML, XML, Java) or built as a stand-
alone application (C++). It connects to the host system through Internet networking protocols (e.g.,
http) and sec&rity {e.g., PKI).

[0159] The Implementer/Operator Module 26 is used by the Bidstream designer, Issuer
Group/Seller, and/or third-party operator to set up a given Bidstream (e.g., Bidstream type, initial
price/yield rangs, allocation limits, etc.). This module can also be used to configure defaults (e.g.,
display characteristics and screen elements) and enable features (e.g., overlays, event alerts, ete.).
This module can be implemented with developer environments (e.g., BEA WebLogic, Web Sphere)

and customized (e.g., Java, Java Enterprise Beans, etc.).

[0160] The Issuer Group/Seiler Module 28 is used to monitor and manage the building of a
Bidstream. This is also where the final allocation and pricing are deliﬁéred when the Bidstream
closes. Module 28 can be implemented with standard software technologies through a web browser
(e.g., HTML, XML, Java) or built as a stand-alone application (C++). It connects to the host system
through Internet networking protocols (e.g., http) and security (e.g., PKI).

[0161] The Workflow Manager Module 30 is used to configure, modify, and manage
processes, partiéular%y between moedules. Module 30 is also used to configure aﬁd manage policies
(e.g., delegation, escalation, notification, audit) and make changes in response to process efficiency
reporting. Module 30 can be implemented with developer environments (e.g., BEA WebLogic,
Web Sphere) and customized (e.g., Java, Java Enterprise Beans, etc.). It connects to the host system

through Internet networking protocols (e.g., htip) and security (e.g., PKI).

[0162] ‘The Web Services Module 32 handies process and data transport to and from the
host system through a services and connector registry. Module 32 can be implemented using
standards tools (e.g., Java, J2EE, etc.) and using standard networking (e.g., SOAP, W3C), standard
protocols (e.g., tep/ip, hitp, ete.). and security protocols {e.g., hitps, SSL, etc.)
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[0163] The Bidstream Database Module 34 handles all the major processes for building
and managing a Bidstream (e.g., accepting Reservation Right requiests, calculating Bidstream status
and statistics, adding/canceling BidBlocks, calculating allotments and pricing). Module 34 can be
implemented by using standard database technelogy (e.g., Oracle, DB2), with custom programming
(e.g., isql, rpc, etc.), and include other services (e.g., caching, persistence technology, object

services, replication, versioning).

[0164] Internal Communications and Routing Module 36 connects the other frlodules, and

can be implemented with a standard programming language (C++).

[0165] The Registry Module 38 stores and manages all system the Participant ~specific,
Bidstream-specific, and Issuer Group/Seller-specific information necessary for operations (e.g.,
‘Participant management, authorization [including key and certificates], activity logs). Module 38
can be implemented by using standard database technology (e.g., Oracle, DB2), with custom
programming (e.g., isql, 1pe, ete.), and include other services (e.g., caching, persistence technology,

object services, replication, versioning).

[0166] The Deal Database Module 40 allows the system to manage multiple Bidstreams
and screen Participant access requests according to their meeting suitability requirements. Module

40 can be implemented by using standard database technology (e.g., Oracle, 'DBZ).

[0167] The Reservation Rights Calculator Module 42 is a simple application that interacts
with Participants to calculate one or more Reservation Requests for allotments at price/yield and
volume combinations, according to the investing/buying strategy of the Participant. Module 42 can

be implemented with a standard programming language (C++).

[0168] The Oversubscription Engine 46 is used to monitor and assist the Bidstream
Database, particularly in cases where demand for BidBlock units exceeds supply. Its primary
function is to manage an overallotment buffer, acknowledging new requests that exceed the total

unit allotment, and canceling earlier accepted and reserved Reservation Rights, usnally at the lowest
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price/yield point in the Bidstream. Module 46 can be implemented with a standard programming

Janguage (C+).

[0169] The Overlay Engine 48 monitors the building of the Bidstream and calculates
standard visual information tenaplates that can be layered on the graphic representation of the
Bidstrearn or added elsewhere on the Demand Display, Module 48 can also handle ad hoc qu.eries
from system users {o calculate participanbspeci.ﬁc overlays or those containing projections and/or
simulations. Module 48 can be implemented by using stapdard database technology (e.g., Oracle,

DR2), with custom programming (e.g., isql, 1pc, etc.).

[0170] The Event Monitor 50 monitors Bidstream building activity for enables system
users and applications to configure rule based “triggers” or notifications that are distributed based
on measurements that exceed a particular threshold. The Event Monitor 50 can also initiate activity
in other modules (e.g. initiate requesting an overlay, generate and route a report, etc.) based on these
event-driven criteria. Module 50 can be implemented with developer environments (e.g., BEA

WebLogic, Web Sphere) and customized (e.g., Java, Java Enterprise Beans, etc.).

[0171] The Messaging Engine 52 is used to configure and operate messaging services
within the system and also to and from the system. Module 52 can be implemented with developer -
enviropments (e.g., BEA WebLogic, Web Sp'here), customized (e.g., Java, Java Enterprise Beans,
etc.) and uses standard messaging protocols (e.g. SOAP), transports (e.g., hitp), and security (e.g.
PXI, etc.). |

[0172] The Document. Manager Module 54 stores and manages offering/sales documents
(including multi-media), assures document delivery where required, and generates reports. This
module also contains versioning, tracking, and audit functions. Module 54 can be implemented
with developer environments (e.g., BEA WebLogic, Web Sphere) and customized (e.g., Java, J ava

Enterprise Beans, etc.).

[0173] The following provides further detail of certain of the modules in terms of

Function/Action, Data Passed, Interactions, and Description.
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Function/Action Data Passed Interacts With Description
Participant Module 22
Opening Portal ~ Request System Access Web Services, Registry Participant networks to
Interface © system host.
Sign On Participant ID/Cookie Web Services, Registry Participant requests
system access.
Authentication Password/Cookie Web Services, Registry Participant identifies
himself and provides
security information.
This also activates a
Registxy session so all
Participant profile
information can be used
by the system.
Reset Password  Old Password/New Web Services, Registry  Participant can reset
Password Participant ID and
password information.
QOverride Default  User-defined Demand Web Services, Registry Participant can override
Display Display Preferences display defaults {axes,
Preferences layout, color coding
ete.). '
Configure Variables, Parameters, Web Services, Participant can review
Overlays Criteria used by Overlay Registry, Overlay available Overlays
Engine Engine (Historic, Weighted,
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Large Block,
Oversubscription, efe.)
and modify any
Participant variable
defaults.



Configure Event
Monitor Alerts

Configure
Messaging
Profile

Configure
Document
Profile

List Deals

Select Bidstream

Access
Reservation .
Rights Calculator
Use Reservation
Rights Calculator

User-defined Variables,
Parameters, Criteria used
by Event Monitor

Settings for Messaging

Settings for Document
Delivery

Request Deals

Request Bidstream View

Access Reservation Right
Calculator

Total Amount to Work
With and Price
(Yield)/Volume
Reservation Rights
Requests
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Web Services,

Registry, Bidstream -

Database, Messaging
Engine

Web Services,
Registry, Messaging
Engine

Web Services,
Registry, Document
Manager

Web Services, Deal
Database

Web Services,
Bidstream Database

Web Services,
Reservation Right
Calculator

‘Web Services,
Reservation Right
Calculator

Participant can review
and modify default
Bidstream event criteria
(e.g., % of Total
Allotment reserved,
pricing momemntum,
Oversubscription status,
etc.) that tigger Event
Monitor module and
initiate event

notification according
to messaging rules.
Participant camn set
criteria for desired types
of and periods of
system messaging.

Participant can set
additional criteria for
electronic offering
document and multi-
media delivery (default
set by Issuer Group).
Participant can request
list of open Bidstreams.
Participant can request
view of specific
Bidstream (including
Participant's accepted:
and registered
BidBlocks).

Participant can request
access to Reservation
Right Caleulator.
Participant can input

- Total Amount to Work

with and interactively
try different '
Reservation Rights
requests and view
results and balances.



Create, Modify,
Approve, Delete,
Search Requests

Modify Demand
Display

Select Overlay

Encrypt/Decrypt

Create, Modify,
Delete, Disable,
Search,
Subscribe,
Approve
Participant ID

Password
Participarit
Profile

Suitability
Profile

Credit Limits

Price (Yield)/Volume
Reservation Rights
Reguests

Demand Display Options
Overlay Display or
Overlay statistics
Send/Receive

Transmission

Suitability Module 24

Participant ID

Password

Participant Dafa

Regulatory Limits

Bidding and BidBlock
Limits
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Web Services,
Registry, Bidstream
Database

Web Services,
Bidstream Database

Web Services,
Bidstream Database,
Overlay Engie
Web Services

Web Services, Registry

Web Services, Registry

Web Services, Registry

Web Services, Registry

Web Services, Registry

Participant can make,
modify, approve one or
more Reservation Right
requests and delete
previous Reservation
Right requests.
Participant can also
search his Reservation
Right request status.
Participant can modify
display of current
Bidstream.

Display current
Bidstream with selected
Overlays.

Transmissions to and
from the system can be
encrypted and
decrypted.

Issuer Group/Seller sets
Participant 1D.

Issuer Group/Seller sets
initial Participant
password. _

Issuer Group/Seller
enters any Participant
account specific data.
Issuer Group/Seller
identifies what types of
Bidstreams Participant
may access and any
limitations.

{ssuer Group/Seller
identifies limits to the
monefary or unit
amounts Participant is
allowed in a given



Messaging
Profile

Consent Profile

Set Price Range .

Set Bidstream
Type

Set Total
Allocation

Set Allocation
Limits

Configure Set-
sides

Default Messaging Data

Approved Electronic
Delivery

Web Services, R egistry

Web Services, Registry

Implementer/ Operator Module 26

Price/Yield Range

Geometric, Free-Bid,
Stratified, Dual

Total Number of Units

# units per Price/Yield
Point

Define fixed/floating Set-
asides
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Web Services,
Bidstream Data¥oase

Web Services,
Bidstream Database

Web Services,
Bidstream Data¥ase

" TWeb Services,
Bidstream Database

Web Services,
BRidstream Data base

Bidstream or a group of
Bidstreams.

Issuer Group/Seller
identifies mode of
messaging (e-mail, fax,
SMS, voice) and related
data (e-mail address,
phone numbers, etc.)
and any transport
related criteria.

Issuer Group/Seller
verifies types and
transmission means for
messages and/or
documents that have
been consented to by
Participant.

Implementer/Operator
sets the price (or yield)
range.
Implementer/Operator
sets Bidstream Demand
Display type.
Implementer/Operator
sets total number of
BidBlock allocation
umnits.

Impiementer/Operator ~

sets any allocation
limits for given
price/yield points.
Implementer/Operator
define conditions for
set-aside (number of
units, spread, fixed or
floating, $ total vs.
# of units allocation,
etc.) for Dual
Bidstreams.



Configure
Digplay
Preferences

Configure
Oversubscription
Engine

Configure Next
Price &
Threshold Rules

Enable
Time/Volume
Histogram

Price BidBlock
Available
Display
Enable Current
Estimated
Offering Price

Configure
Split/Multiple

Screens

Bemand Display Screen
Preferences

# units allowed over {uil
subscription

Formula fornext
price/yield point floor

Enable Time Bar

— Fnsblelowest—Enable LRBA Display——We

Enable CEOP Display

Windowing Rules and
Criteria
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Web Services,
Bidstream Database

Web Services,

Bidstream Database,

Oversubscription
Engine .+

Web Services,
Bidstream Databage

Web Services,
Bidstream Database

E

Bldstream Database

‘Web Services,
Bidstream Database

" Web Services,

Bidstream Database

Implementer/Operator
sets display defanlts
(axes, layout, labels,
color coding, etc.).
Irplementer/Operator
sets number of units of
oversubscription buffer
and # of
oversubscription
BidBlocks that trigger
cancellation of
Reservation Right
requests.
Implementer/Operator
enables formula that
sets next pricefyield
point. In Free-bid
embodiments, a formula
is configured to provide
a floor for new
Reservation Right
requests in
oversubscription mode,
Implementer/Operator
enables time/volume
histogram of Bidstream
activity on Demand
Display.

rator
TAHOL

enables LPBA Counter
on Demand Display.

Implementer/Operator
enables CEOP Counter
on Demand Display.

Implementer/Operator
enables split screening,
muitiple soreens, or
tabbed screens and sets
rules for use.



Configure
Overlays

Configure Event
Monitor and
Event Alerts

Configure
Messaging Rules

Configure
Document
Manager

Request
Bidstream Status

Request
Participant Status

Request
Participant
Activity

Variables, Parameters,
Criteria used by Overlay
Enging

Variables, Parameters,
Criteria used by Event
Monitor

Messaging Rules

Document Deliver Rules
and Requirements

issuer Group/Seller
Module 28

Request Bidstream
Statistics

Reports of Approved
Participant Price/Volume
Requests

Request Participant
Activity Logs
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Web Services,
Bidstream Database,
Overlay Engine

Web Services,

Bidstream Database,

Event Monitor,
Messaging Engine

Web Services,
Bidstream Database,
Event Monitor,
Messaging Fngine

Web Services,
Ridstream Database,
Event Monitor,
Messaging Engine,
Document Manager

Web Services,
Bidstream Database

Web Services,
Bidstream Database,
Document Manager

Web Services,
Bidstream Database,
Document Manager

Implementer/Operator
enables the use of
Overlays (Historic,

- Weighted, Large Block,

Oversubscription, etc.).
Implementer/Operator

- sets default conditions

and parameters of
Bidstream statistics that
trigger event monitor
module and initiate
event notification
according to messaging.
rules.
Implementer/Operator
sets default messaging
rules and default

transport

contfigurations.
Implementer/Operator
sets default document
delivery rules and
requirements.

Approved members of
the Issuer Group/Seller
can monitor Bidstream
activity statistics.

. Approved members of

the Issuer Group/Seller
can monitor and receive
reports of specific
Participant Reservation
Right requests and
summary logs. -
Approved members of
the Issuer Group/Seller
can monitor and receive
reports of specific
Participant activity and
summary logs.



Request
Allocation

Configure
Workflow

Authorize
Transport

Bidsiream BidBlock
Allocations

Workflow Manager 30
Module Option Settings

Web Services Module 32

Transmission
Authorization
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Web Services,
Bidsiream Database,
Document Manager

Participant, Suitability,
Issue Group/Seller,
Web Services,
Bidstream Database,
Registry, Deal
Database, Reservation
Rights Calculator,
Oversubseription
Engine, Overlay
Engine, BEvent Monitor,
Messaging Engine,
Document Manager

Participant, Suitability,
Issue Group/Seller,
Bidstream Database,
Registry, Deal
Database, Reservation
Rights Calculator,
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Messaging Engine,
Document Manager

Upon closing of the
Bidstream, approved
members of the Issuer
Group/Seller can
receive lists of final
allocations and pricing
of those BidBlocks.

The Workflow Manager
is used to create,
modify, delete, disable,
search, subscribe, and

. approve processes of

the other modulies,
workflow rules, and
initiate the acquisition
of internal system
fransport, memory, and
storage resources for
interaction between the
modules.

The Web Services
module checks the
Registry to authorize all
requests by Issuer :
Group/Seller,
Implementer/Operator,
or Participants. The
Registry is also checked
for authorization
whenever automatically
generated processes

" occur (e.g., events

triggered by the Event
Monitor, periodic
Bidstream
transmissions, etc.).



Package Data Transport-specific Data

Encoding
Encrypt/Decrypt  Encrypted Data
Transport Module Provided Data,
Package Bidstreams,
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Participant, Suitability,
Issue Group/Seiler,
Bidstream Database,
Registry, Deal
Database, Reservation
Rights Calculator,
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Messaging Engine,
Document Manager

Participant, Suitability,
Issue Group/Seller,
Ridstream Database,
Registry, Deal
Database, Reservation
Rights Calculator,
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Messaging Pngine,
Document Manager
Participant, Suitability,
Issue Group/Seller,
RBidstream Database,
Registry, Deal
Database, Reservation
Rights Calculator,
Oversubscription
Engine, Overlay

.Engine, Event Manitor,

Messaging Engine,
Document Manager

The Web Services
module packages data
(Bidstreams, overlays,
Teports, etc.) requested
by Issuer Group/Seller,
Implementer/Operator,
or Participanis. These
packages are encoded
according to the
receiver-specific
information in the
Registry, the messaging
rules, and known
fransport protocols.

The Web Services
module can also encrypt
and decrypt ‘
transmission to and
from the system.

The Web Services
module acquires
network resources for
iransmission and
supports the activity
sessions requested by
the other modules.



Réquest
Suitability

Check

" Participant
Preferences
Accept

Reservation
Rights Requests

Recalculate
Bidstream

Display
Bidstream

Calculate Lowest

Price/Highest

Yield BidBlock

Available
Display Lowest
Price/Highest
Yield BidBlock
Available

Bidstream Database 34
Request Suitability

Request Preferences

Reservation Rights
Request

Internal

Transmit Bidstream

Internal

LPBA
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Registry

Registry

Web Services,
Participant

N/A

Web Services,
Registry, Participant,
Implementer/Operator
Issuer Group/Seller,
Messaging Engine

N/A

Web Services,
Messaging Engine,
Participant

On any Reservation
Rights request, the
Bidstrear Database
verifies Participant
profile for acceptability
of Participant to make a
given request
(suitability, credit
Hmits, consents, etc.).
Bidstream checks any
Participant Preferences -
(Bidstream defaults,
messaging profile, ete.).
If the pending
Reservation Right
request BidBlocks are
available, the Bidstream
accepts, registers, and
reserves those
Bidstream BidBlocks.
Bidstream Database is
recalculated with new
registered BidBlocks
included.

Bidstream Database
either calculates
Bidstream
representation for a
Participant's Demand
Display or sends
Bidstream statistics for
Participant to render
Demand Display
locally..

Bidstream Database
monitors lowest
price/highest yield
BidBlock available.
Bidstream Database
sends current LPBA to
Participant for Demand
Display screen.



Calculate Current  Internal

Estimated

Offering Price

Display Current ~ CEOP

Estimated

Offering Price

Send Current Bidstream Statistics
Bidstream

Statistics

Send Participant  Transmit Participant
Status Position(s) in Bidstream
Add BidBlock # of BidBlocks to Add
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N/A

Web Services,
Messaging Engine,
Participant

Web Services,
Implementer/Operator,
Issuer Group/Seller,
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Messaging Engine,
Document Manager

Web Services, Registry

QOversubscription
Engine

Bidstrearn Database
calculates projected
offering price (if any)
from Bidstream
statistics and
Issuer/Seller formula
for calculating same.
Bidstream Database
sends current CEOP to
Participant for Demand
Display screen.
Bidstream Database
outputs curent
Bidstream variables
necessary for Bidstream
statistical summary
tables (containing %
subscribed, mean,
median, weighted
average, etc.), Activity
or Summary Logs, and
as igput to
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Messaging Engine, and
Document Manager
Bidstream Database can
send Participant-
specific Overlays and
reports that show
position of Participant's
still registered BidBlock
positions in Bidstream .
If initiated by
Oversubscription
Engine, the Bidstream -
may add additional
BidBlocks within the
limits of the buffer
rules.



Accept
Oversubscription
Request

Cancel BidBlock

Notify
Participant of
Cancelled
Reservation
Rights Reguest

Reset Demand

Display

Reset Participant
Positions

Accept and Reserve
Oversubscription Units

# of BidBRlocks to Delete

Notify Participant of

canceled Reservation Right

request

New Demand Display
Layout

New Reservation Right

- Poiitions
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Ridstream Database

Oversubseription
Engine

Web Services,
Oversubscription
Engine, Bidstream
Database, Registry,
Messaging

Web Services,
Participant

Registry, Web

- Services, Messaging

Engine, Participant

Within
Oversubscription buffer
Himits, the system can
accept additional
Reservation Right
requests above the
current next price
threshold..

Ifone ormoreofa
given Participant's
BidBlock units are
cancelled by the
Oversubscription
Moduie, the Bidstream
Database deletes the
BidBlock.

If one or more of a
given Participant's
BidBlock units are
cancelled, the
Bidstream Database
initiates Participant
notification of lost
Reservation Right.

If the Bidstream
requires a new layout
(e.g., a new price range
during oversubscription
mode), new axes labels
are calculated for the
new Demand Display

layout.

If Participant positions
must be moved during a
Demand Display reset
to maintain the
allotment limits ata -
given price point for a
Bidstream type, affected
Participants requests are
moved to the adjacent
price point and the
Participant is notified.



Close Bidstream

Caleylate
Allotments

Calculate Pricing

Notify Allotment
and Pricing

Receive
Suitability
Profile

Authenticate
Participant

Reset Password

Closing of Bidstream
Message

Internal

Internal

BidBlock Allotments and

Pricing

Registry 38
Participant Profile Data

Participant ID and
Password

Old Password/New
Password
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Registry, Web
Services, Messaging,
Issuer Group/Seller,.
Participant

N/A

N/A

Registry, Web
Services, Messaging
Engine, Issuer
Group/Seller,
Participant

Web Services,
Suitability

Web Services,
Participant

Web Services,
Participant

At a predetermined
tirne, acceptance of new
Reservation Right
requests is terminated
and the Bidstream is
closed.

Upon closing the
Bidstream, the system
calculates the
allotments based on
accepted and registered
Reservation Rights.

If the pricing formula is
other than pay what
Participant bids, the
system calculates the
price of each allotment
based on the disclosed
formula (e.g., mean,
median, weighted
average, etc.).

Both final allotments
and pricing of accepted
and reserved
Reservation Right
requests are sent to the
Issuer Group/Seller and
[optionally] the
Pariicipants.

The Registry receives
and stores Participant
profile data provided by
the Issuer Group/Seller.
The Registry logs on
and authenticates
Participant system
access.

The Registry can reset
authorized Participant
access information.



Store Participant
Display
Preferences

Store Participant
Overlay
Preferences

Store Participant
Event Monitor
Preferences

Store Messaging
Profile

Store Document
Preferences

Authorize
Suitability

Provide
Participant
Display
Preferences

Store Participant
Bidstream
Activity

User-defined Demand
Display Preferences

Variables, Parameters,

Criteria used by Overlay

Engine

User-defined Variables,

Parameters, Criteria used

by Event Monitor

Settings for Messaging

Setting for Document
Manager

Suitability Criteria for
Reservation Right
Requests

Participant-specific
Display Overrides

Participant Bidstream
Activity Logs
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Web Services,
Participant, Bidstream
Database

Web Services,
Participant, Overlay
Engine, Bidstream
Database

Web Services,
Participant, Event
Monitor, Bidstream
Database

Web Services,
Participant, Messaging
Engine

Web Services,
Participant, Document
Manager

Bidstrealﬁ Database

Bidstream Database

Bidstream Database

The Registry can
store/manage
Participant-specific
display preferences.
The Registry can
store/manage
Participant-specific
overlay preferences.
The Registry can
store/manage
Participant-gpecific
Event Monitor Alert
criteria.

The Registry can
store/manage
Participant-specific
messaging profile and
messaging rules.

The Registry can
store/manage
Imiplementer/Operator,
Issuer Group/Seller, and
Participant-specific
document profile and
document delivery
rules,

" The Registry provides

suitability criteria
validation to the
Bidstream Database
when it receives a
Reservation Right
request.

The Registry can
provide Participant-
specific display criteria
to the Bidstreamn
Database for building
Demand Display views.
The Registry stores logs
of Participant Bidstream
activity and history. .



Provide
Participant
Preferences

Receive
Participant Deal
Request

Validate
Suitability

Sort Deals

Send Deals

Receive Request

Total Avsilable

Participant Seftings

Deal Database 40
Participant Deal Criteria

Request Suitability

Internal

List of Deals

Web Services,
Reservation Rights
Calculator, Overlay
Engine, Event Monitor,
Messaging Engine,
Document Manager

Participant, Web
Services, Messaging
Engine

Registry

N/A

Participant, Web

Services, Messaging
Engine

Reservation Rights Calculator 42

$'s Available to Bid
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Participant

The Registry supports
other modules with
Participant-specific data
on preferences and
settings.

Participant requests
types of deals he is
interested in and any
limiting or sorting
criteria.

Deal Database checks
Participant Suitability
Profile before sending
one or more listings of
currently open
Bidstreams.

Deal Database prepares
and sorts open
Bidstream list meeting
Participant request
criteria that: 1) are
open; 2) mest
Participant request
criteria; and 3) meet
Participant suitability
criteria.

Deal Database sends list
of available Bidstreams
that meet request
criteria or are selected
by Participant
preferences.

Reservation Right
Calculator receives total
monetary or unit
quantity amount
Participant would like
to work with.



Receive Request

Czlculate

Reservation
Right

Check '
Reservation
Right availability

Send Balance

Request
Additional
Reservation
Right Requests

Monitor _
Bidstream Status

Price/Volume Reservation
Right Requests

Internal

Price/Volume Reservation
Right Reguests

Reservation Right Totals
and Balance

Request Additienal Bids

Participant

N/A

Bidstream Database

Messaging Engine,
Web Services,

“Participant

Messaging Engine,
Web Services,
Participant

Oversubscription Engine 46

Internal
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Bidstream Database,

Event Monitor

Reservation Right
Calculator receives one
or more Reservation
Right requests for
allocations.

Reservation Right
Calculator calculates
the number of
Bidstream BidBlocks
necessary to fill request.
Reservation Right
Calculator checks
whether the current
Reservation Right
request can be accepted.
Reservation Right
Calculator either rejects

tequest (if Reservation

Right Bidstream
BidBlocks are not
available) or sends
calculation of
Reservation Right
requests and balance of
request total available.
Resgervation Right
Calculator asks
Participant whether they
would like to re-bid
and/cr request
additional Reservation
Rights.

Based on Total
Allocation units set by
Implementer/Operator,
determine % of
Bidstream reserved.
Based on pricing
momentun, project
time fo
Oversubscription Event.



Initiate Addition  # of Units added to
of - Bidstream as
Oversubscription  Oversubscription Buffer
Units
Cancel # of Units to be cancelled
Reservation
Right Request

Overlay Engine 48
Monitor Bidstream Statistics
Bidstream

Transmit Overlay Bidstream Overlay
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Bidstream Database

Bidstream Database

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Bidstream Database,
Registry, Event
Monitor

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seiler,
Bidstream Database,
Registry, Event
Monmitor, Messaging:
Engine

As Bidstream hits
condition of where total
BidBlock units allotted
are reserved,
Oversubscription
Module can make
available additional
BidBlock units
according to threshold
and buffer ruleg and
atlow display on
Demand Display.
Oversubscription
Module can initiate the
canceliation of one or
more lowest price
Reservation Right
requests based on
whether Bidstream rules
optimize fotal proceeds
or require a fixed total #
of units.

The Overlay Engine
monitors the Bidstream
Database statistics and
recaiculates various
overlays that have been
configured by the
Implementer/Operator
or the Participant.

The Overlay Eagine
transmits Bidstream
overlays that have been
requested by the
Participant, .
Implementer/Operator,
Issuer Group/Seller, or
bave been triggered by
the Bvent Monitor.



Event Monitor 50

Bidstream Statistics,
Oversubscription Statistics,

Monitor Events

Overlay Statistics
Initiate Event Event Alerts
Alert

Messaging Engine 52
Initiate Message  Participant Profile
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Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Bidstream Database,
Registry, Overlay
Engine, Messaging
Engine

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Bidstream Databage,
Registry, Overlay
Engine, Messaging
Engine, Documnent
Manager

Registry,
Oversubscription,
Hvent Monitor

The Event Monitor
monitors the Bidstream
Database statistics and
recaleulates thresholds.

* that might trigger

activity by other
modules. These
thresholds are event
criteria that have been
configured by the
Implementer/Operator,
Issuer Group/Seller, or
the Participant.

If an Event Alert is
triggered by exceeding
thresholds configured
by
Implementer/Operator,
Issuer Group/Seller, or .
the Participant, the
Event Monitor triggers
the system activity and
initiates transmission
(sending Bidstreams,
activity logs, etc.).

The Issuer
Group/Seller,
Implementer/Operator,
or Participant may set
up and automate event-
driven (e.g.,
oversubscription, lost
Reservation Right, stc.)
and/or periodic
Bidstream Demand
Display.



Check
Participant ID,
Messaging
Profile, and
- Congents

Transmit
Message

Store Offering
Documents

Send Offering
Documents

Send Bidsiream
Activity Logs

Participant Profile

Bidstream Displays,
' Bidstream Statistics,
Overlays, Documents

Documnent Manager 54

Offering Documents

Offering Documents

Bidstream Activity Logs
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Registry

Weh Services,
Bidstream Database,
Oversubscription
Engine, Overlay
Engine, Event Monitor,
Document Manager

Web Services, Issuer
Group/Seller

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Regisiry, Suitability,
Messaging

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Regisiry, Bidstream
Database, Messaging
Engine

Before sending any
requested or periodic
Demand Displays
representations, _
Overlays, Event Alerts,
or reports, the
Messaging Module
checks Participant
profiles for Participant
messaging parameters.
The Messaging Engine
services the Bidstream
Database, Overlay
Engine, Event Monitor,
and Document Manager
according to messaging
rules set by the
Participant,
Implementer/Operator,
or Issuer/Seller and
according to their
requests for activity or
information.

The Document Manager
stores/manages offering
documents provided by
the Issuer Group/Seller.
The Document Manager
transmits offering
documents provided by
the Issuer Group/Seller.

The Document Manager
generates activity
reports based on
Participant activity and
Bidstream activity and
transmits them when
requested by authorized
Participants,
Implementer/Operators,

v



Send Participant  Reports of Approved
~Status Reports Participant Price/Volume
- Requests
Send Final Final Report of Approved
Allocations Participant Price/Volume
Requests

Web Services,
Participant,
Implementer/Operator,
Issuer Group/Seller,
Registry, Bidstream
Database, Messaging
Engine

‘Web Services,
Participant,
Implementer/Operatorl
ssuer Group/Seller,
Registry, Bidstream
Database, Messaging
Engine

Detailed Example - U.S. Securities Pricing Environment

Issuer Group/Sellers.
The Document Manager
generates Participant
status reports based on

" Participant activity and

Bidstream activity and
transmits them when
requested by authorized
Participants,
Implementer/Operators,
Issuer Group/Sellers.
The Document Manager
generates Final
Allocation reports
listing Participant
allocations and pricing,
and transmits it to the
Issuer Group/Sellers.

[0174] Embodiments can be used over the range of pricing optimization and allocation

determinations in just the new issuance of equity and/or debt securities alone, including, but not

limited to: 1) pre-filing testing of the waters; 2) a post-filing creation of a Bidstream of Reservation

Rights before and/or after the registration of any securities is effective; 3) the offering of warrants or

similar instruments, before and/or after the registration of securities; and 4) even in a full-blown

auction mode, whereby the placement of reservations in the system serves as the binding basts for

the placement of the aniicipated securities.

[0175] Certain securities-related embodiments can be adjusted and/or scaiéd back to

accommodate compliance with prevailing securities laws and regulations of relevant jurisdictions.

While it is beyond the scope herein to examine every jurisdiction, financial market, and financial

exchange for which the System is applicable, the following is directed to embodiments that apply to

the largest market for new issuances—that of the United States securities market. The following is

illustrative only and not intended to constitute legal advice.
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[0176] Since the set-up and breakdown of temporary marketplaces for non-binding
indications of interest that do not execute or trade securities is still a novel concept, there are no
direct rulings (or No-action indications) by the SEC as to how embodiments of the present system
would fit within the regulatory framework (of the U.S. Securities Act and the Securities Exchange
Act; the U.S. Indenture Act, and the rules and regulations related to new issuances of equities,
corporate debt and municipal securities) and remain consistent with the stated policy goals of
simultaneously developing efficiency ard irmproving investor protection. Nevehtheless, the
following examines previous treatments of various primary and secondary market methods for
handling actual securities for embodiments in the U.S. until the issues surrounding electronic

indications-of-interest are clarified by the S ecurities Exchange Cornmission.

Written vs. Oral Communications

[0177] Intoday’s markets, where speed is a priorify, significant matters often are
communicated telephonically. For instance, it is common and increasingly popular, for security
holders to vote proxies and even transfer assets by telephone, where permitted under applicable state
law. However, clectronic commﬁnications do not always fit neatly into one category or the other.
While often thought of as a substitute for telephonic communications, e-mail messages are fixed in
graphic form, can be retained, and often are much more detailed than oral conversations. Due to
concerns that electronic communications can easily influence prospective investors, the SEC has

been reluctant to characterize e-mail including attachments as other than written communications.

[0178] In addition, investors can piace orders to trade securities by telephone. The SEC
believes these practices have developed becanse business can be transacted as effectively by
telephone as it can on paper. It is believed that the request for a Reservation Right is an oral
communication, since it is akm to the placmg of a phone call as an expression of interest to a
member of the underwriter syndicate and their associated broker-dealer network under the current *
manual book building process. Hnw.evef, the Commission has previously considered electronic |
communications to be written, and has yet to address the nature of an interactive electronic

communication component of the System that replicates the interaction that would currently occur
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in a series of phone calls between a potential investor and his broker under the current manual book

bui.iding process.

Waiting Period Communications

[0179] During the post registration-filing, called the waiting period, the underwriter
syndicate can test the market by communicating with their customers, limited only by the antifraud
provisions of the Securities Act and Securities Exchange Act. However, the underwriter syndicate
and broker-dealers must not make offers to sell other than through the statutory prospectus. What is
deemed to be free writing is still prohibited. It is believed that display of requests for Reservation
Rights are material facts and, thus not a form of free writing in that they are not subjective opinions,
but reflect transparent, symmetric, higher quality, and more timely real-time disclosure to the

investing public.

[0180] However, the underwriter syndicate and broker-dealers can oratly solicit
indications-of-interest in the new issuance and discuss the securities with their clients. This is
collection of interest from persons/institutions is what is referred to in the opening of this patent
application as the manual book building process, wherein the underwriter syndicate accesses the
interest and begins to make decisions about pricing the new issuance and the allocation of
participation in the issuance. This is where embodiments create a more open, efficient, equitable,
and fair determination of the pricing/demand elasticity, and thereby optimize the pricing and fair

allocation of the anticipated distribution of the securities.

[0181] Before effectiveness, communications o1 an e-broker’s as well as on the issuet’s
website that make an offer to sell or solicit an offer to qu can only be made by means of a
prospectus complying with securities law or by communications that come within the safe harbor of
securities law. Communications that are merely instructional and are not designed to generate
intetest in a particular offering typically arc unobjectionable, even if they do not fall within the safe

harbor of securities law.

{0182] This is an additional consideration for an underwriting syndicate to have the system

implemented by a third party. The underwriting syndicate would still be responsible for all
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regulatory obligations other than the establishment and optimization of the pricing of the new
issuance, and thus might coordinate the strategy and timing of the operation of a System

embodiment by such third party.

[0183) Again, the databases generated by the System create time and cost savings to
-members of the Issuer Group in automating as many of the red herring and statutory prospectuses
| delivery processes as are possible and assisting in the initiation and tracking of the required manual

Processes.

Géneml;Salicitatian

[0184] ©One concern with respect to online private offerings relates to the prohibition
against general solicitation. The prohibition was originally intended to ensure that access to private
offerinigs was limited to sophisticated or accredited investors who do not need the protections of the
federal securities laws. The SEC has indicated that, under certain circumstances, websites afﬁliated
with registered broker-dealers might be used to raise capital privately, as long as prdspective

investors are screened before they are allowed to view the offering materials.

_ f0185] To resolve the issue under secunities law, the electronic auction preseniations

3  described in the released SEC No-action letters are made part of a prospectus permitted by securities
law. The lotters state that the anction screens must be macie accessible only through the ¢lectronic
prospectus. This means that a potential investor could access the auction screens only by entering .
the. eléﬁ:{ronic prospectus and clicking a button from within the prospectus that leads to the auction.

This method makes the auction screens part of the electronic prospectus.

[0186] Access to the auction screens from a hyperlink within the electronic prospectus
makes the auction site part of the permitted prospectus. In contrast, a hyperlink from a separately
accessible auction site to the elecironic prospectus would merely cause the documents to be
delivered together. Without additional steps to clarify that the auction screens are part of the

"prosp'ectus, the auction screens would not be part of the electronic prospectus. Therefore, making
the auction screens available separate from the electronic prospectus, and simply hyﬁerlinking to the

prospectus, will not alleviate the concern that the auction screens are non-conforming prospectuses.
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[0187] The method described, whereby the underwriter makes the auction site accessible
thrlough the electronic prospectus, is not the exclusive methed to rnake a document part of the
clectronic prospectus. For example, the elsctronic prospectus could be represented by means of its
table of contents, with each item in the table presented as an active hypertink to the section of the
. prospectus that the item represents. If the auction site is presented as an item in the table of
contents, the hyperlink to the auction site from the table of contents generally would maks the
anction site & part of the prospectus. Similarly, it is believed that the electronic auction could be
presented on a web page next to the electronic prospectus along with a statement that the auction

web page is part of the prospectus.

[0188] Insome embodiments, to meet registration filing requirements of variocus legal
jurisdictions, adjustments to the registration filing statements or to the functioning of the System
might be required. For example, in the United States, the Securities Act permits a registrant to omit
information concerning the public offering price, price-related information and thé underwriting
syndicate from a registration that is declared effective. In such cases, the information omitted
would either be included in the final prospectus and incorporated by reference into the registration
statement, or included in a post-effective amendment to the registration statement. Relevant
information must be disclosed in a post-effective prospectus, or it might be revised in & post-

effective amendment to the registration staterent (e.g., a term sheet).

[0189] The red herring prospectus, and any impiementation of the system, must also
comply with securities regulations requiring that any preliminary prospectus to be used before the
. effective date of the registration statement (or any post-effective prospectus that omits information
permitted by law), and will be made whole through a pricing amendment, contained in red ink, the
caption Subject to Completion, and a specifically prescribed legend disclaiming any intention to sell

or solicit and offer to buy the securities of the new issuance.

f0190] An electronic display of a dialog box with these cautions/stipulation can be
displayed requiring the prospective investor or their agent to acknowledge their acceptance of these

conditions before being allowed further access to the system. This electronic record of

72



acknowledgement, in fact, provides the issuer/underwriter better liability protection than a paper
version, which only assumes that the reader acknowledges that the prospectus is incomplete and that

further information will be required before a bona fide sale or offer to sell will be conducted.

[0191] While the issuer and underwriter syndicate have discretion in using the System to
determine and optimize the offering price before or after the effective date, their leeway is limited.
The timing of the implementation of the Bidstream creation process and its duration is a strategic

decision, which might be made by the issuerfunderwriter based on this pre- and post-effective

window,

[0192] Thus, Implementers within the post-effective window can employ electronic and
possibly manual notifications to ensure that final prospectus and price amendment distributions
requirements are met. Again, the databases generated by the System create tirne and cost savings to
. the members of the Issuers Group in automating and/or supporting as much of the process as is

possible, and assisting control of the required manual processes.

[0193] Typically, when the pricing terms of an offering are finalized, changes are often
made to the size of the offering by adjusting the offering price and/or the number of shares to be
registered. However, the Issuer is permitted to register securities in an offering by specifying only
the title of the class of securities to be registered and the proposed makimum aggregate offering
price. Thereafter, an issuer is not required to register additional securities if the number of shares
increases, provided that the aggregate dollar amount of the offering does not exceed the maximum
aggregate offering price previously registered. Also, registration is not required for a decrease or
increase of the offering size (if such increase does not require the registration of additional
securities) and/or a deviation from the specific price range, provided that the combined size and
price do not exceed more than 20 percent change from the maximurn aggregate offering price

previously registered.

[0194] Where the system is used during an effective registration in the United States, the
issuer might have to make 2 decision as to whether to let the system run its course and make the -

necessary amended filings and maximtize the proceeds to the company, or o cap the aggregate

73



offering size under the permitted 20 percent overage restriction. ‘This can be achieved through the
sys'tem itself, in the case of oversubscription approaching the 20 percent overage restriction
(including a f}mdent buffer) whereby a corresponding dollar amount of Reservation . Rights is
“removed at the lowest price (i.e., more than one Reservation Rigﬁi might have 10 be removed to
accornmodate a higher price Reservation Right) to keep the aggregate maximum offering price
within the chosen boundary. Thisis a st?a’tégﬁc choice of the issuing company and its underwriters,

and not a limitation of the System.

Plan of Distribution :

[0195] Insome regnlatory and legal jurisdictions, securitles regulations might require a
description of the plan of distribution of securities to the public and the terms on which the
distribution is fo be made. To the extent that some or all of the pricing and allocation decisions can
be made with the assistance of the System, this might need to be disclosed with the registration

gtatement.

[0196] - In this case, the Issuer Group might be advised to request a pre-filing conference
with the SEC to fully disclose and explain their implementation of embodiments of the system, as
well as request 2 No-action letter until the use of the éystem becomes more cominonpiace.
Registration statements that omut pricing information in reliance on securities rules include the price
range on the cover page or, when appropriate, the formmula or method by which the price is to be
determined. In cases of early uses of the system, and/or implemeﬁtations where ne'w embodiments
to the basic system are anticipated, this pre-filing conference with thé SEC staff becomes an
opportunity for the managing underwriter team and the SEC staff to arrive at mutually agreed
fanguage and legends to be included with the registration statement and preliminary prospectus

describing the implementation of the Systern embodiment.

[0197] In any case, attention to the SEC staff initial review letter becomes particularly
important with respect té_:}ﬁié’iééﬁerhmderwriter’s disclosure of their intent to use the system (for
pricing and allocation optimization, and the manner in which it will be implemented) becauvse it

reflects the SEC’s consideration of different facets of ihe offering, such as legal compliance of the

74



underwriting arrangements and the plan of distribution. The SEC might request supplememntal

;nformatzon and/or request revision or clarification ofithe reg1stration statement

Electronic Road Shows

[0198] There are many creatwe uses of the Intemnet to teil a company s story. Electronic
prospectuses can, and do, include dem@w;ﬁ §raph1cs ‘and mteractmty In-some Systemm
embodiments, any multi-tedia materials provided as part of the prospectus reqmre filing, as an
appendix fo the prospectus the script of any video and a fair and accurate narmrative description of
the graphic or image material, just as it would be necessary o prowde to the SEC supplementary

scripts and descriptions of such material in sales material.

[0199] Electronic Roadshows—an electronic rendition of a roadshow distributed over
private networks and/or the Internet-—puts the SEC in 2. position"that apoeérs, on the face of it,
coﬁtradxctory By and large, the presentation of the roadshow is an, electromc transmission of what
was previousiy an oral commumcatlon As previously mentioned, conmmmcations by raddio or
television in connection with an offering are {reated o wr1tten commumcatmns under securities law.
Moreover the term prospectus is defined broadly under seountles law s any notice, advertisement,

or communication, written or by radio or television, which offers a seeunty for sale or conafirms the
sale of a security. It appears inconsistent to allow tragsm_lssmnef electromoroadshows over the
Internet, and vet treat e-mail communications reflecting the same‘eoﬁtent" an oral telephoraic non-
transaction communications to a broker-dealer, mciudmg commumcatlon that is neither an offer nor

an offer to sell 2 security as prohibited written commumoatlon Thls apparent 1ncons1stency remains

unresolved.

Indications of Interest e

[02001 The Securities Act allows the publication of solicitatioos of interest during the
waiting period, as long as they are accompamed or preceded hy a red hemng prospécins. An
indication-of-interest can be posted on a web site and accepted eleotromoaﬂy Partmpamts in the
system are not required to access the red herring prospeetus before accessmg, dovvnload1ng, and/or

- printing any electromo form for indications of interest, However the It;suer Groap andfor
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Implementers might require an embodiment to require evidence of informed consent of Participants,,
either directly or indirectly through affirmation that & member of tﬁe Issuer. Group, befo.re sending
and receiving communication related to indications of inte_reét. _The system can _reqﬁire pfevious
evidence of receipt of the red herring prospectus, or concurrent execution of delivefry of the red
herring prospectus be executed, before 2 password is issued that .allows a Participant to enter any
anticipated offerings sections of the system, depending on offering-specific consent or global

consent.

[0201] It is believed that a communication sent or delivered to any person pursuant to
Securities law using the system (accompanied or preceded by a prospectus which meets the
requirements of the Securities Act at the date of such communication) can selicit from the recipient
of the commumication an offer to buy the security or can request the recipient to indicate onan-
enclosed or attached coupon or c_m:d, or by some other manner, whether he mig_ht be interested in the

security, if the communication containg substantially the following statement or its equivalent: -

Reservation Rights are niot securities. The placement of a request for 2 Reservation
Rightis a non-binding reflection of interest in an anticipated offering of securities that has
its own mandatory documentation and disclosures (pursuant to the Securities Act} prior to

. the effectiveness of an offer, offer for sale, and/or sales of registered securities.

No offer to buy the securities can be accepted, and no part of the purchase price can
be received, until the registration statement has become effective, and any such offer can bes
withdrawn or revoked, without obligation or commitment of any kind, at any time prior to
notice of its acceptance given after the effective date. An indication of interest in res?onse 1o

this advertisement wiil invoive no obligation or commitment of any kind.

Reservation Rights versus Securities
[0202] The term “investment contract” is undefined by the by the Securities Act. However,

ceftain_U.S. state security Blue Sky laws pre-existing the U.S. Federal Securities Acts have

generated interpretaiions where form was less important than substance, thus the foc.u‘s on econemic

reality. An investment contract has been interpreted as a contract or scheme for the placing of
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capital, or laying out of money, in a way intended to secure income or profit from its employment.
It is immaterial whether the investment contract is evidenced by shares of stock certificates or by

interests in the physical assets of a common enterprise.

[0203]1 It is believed that the system does not create a security in embodiments where a
Reservation Right is reserved where it is: 1) non-binding; 2) transferable; and 3) for no value.
Therefore, sections of both the Securities Act and the Securtties Exchange Act, which rely upon the

existence of 2 security, might not be applicable to most embodiments of the present system.

Warrants
[0204] However, in some cases, Implementers might choose to offer optioné or warrants
instead of Reservation Rights. This creates gray areas wherein the fiming and the manner of use of

the warrant embodiment might place certain responsibilities on members of the Issuer Group, which
they should take heed.

[0205] In an alternative embodiment, non-binding, future date warrants can be used in
place of Reservation Rights. For relevant portions of the Securities Act fo become operative, there
must be a sale or offer of a security. The law defines the term sale to inclnde every contract of saié
”or-c%isposition of a security for value. However, a Wamant or right to subscribe to a security is itself
a security by the express terms of the law. The fact that a restricted stock is non-transferable might
not in and of itself remove it from this category. Nevertheless, a warrant, option, or right to |
subscribe need not be registered unless it is offered to be diépos__ad of for value. As 2 matter of
defining the exercise date of a warrant, if immediately exercisable, it might constituie an offer to
sell the security called for in the warrant, thus making the regisiration requireménfsapplicable to
that secmity.' Thus, in the ordinary rights offering in which transferable warrants are issued to
sharcholders or potential investors without dny consideration; the warrants themsélves need not be
registered. Nonetheless, in this embodiment the exercise of the warranis reserved though the

" building of the Bidstream would in fact not occur until after the registration becomes effective, and

particular care should be taken by the underwriter syndicate and broker-dealers to disclose this fact.
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[0206] Once the creation of the Bidstream is closed, the pricing of the warrants becomes
ﬁxéd until the offering becomes effective, even though no value has been exchanged. If the warrant 7
embodiment of the System were employed, the warrants would be exercised once the offering is
effective and the securitigs are registered for sale. The restricted period commences upon mailing
of the notice, and continues through the end of the period in which the security holders might decide

whether to convert.

[0207] Only once the warrant is exercised is a sale considered to take place. However,
since the warrant is itgelf a security, securities law needs to be taken into account. The actual
material rights of the warrant, and the secﬁrity which it might be exchanged for in an offering might
constitute a securities exchange in the interpretation of the SEC, and thus might be seen as an
exchange of new securities for old, even though they might be registered simulianeously. To the
extent that this is frue, issuers and underwriters using the warrant embodiment method might have
to pay particular attention to offering limitations and integration isstes that vary, based upon the
aggregate size of the offering within a given timeframe and any material changes fo the charter

amendment in the state of incorporation to avoid delays.

[0208] Neither the existence of exercisable wamrants or convertible securities, nor the
approaching expiration date of such securities alone, would cause the issuer to be deemed in
distribution. However, a disiribution could be present if special selling efforts, such as the
solicitation to exercise the warrants or the payment of a soliciting dealer’s fee, are used to encourage

the exercise of the securities.

[0209] Here again, the present system can be used to deliver, and confirm delivery of,

- compliant documents. This aspect of this embodiment saves members of the Issuer Group time,
money, and effort in meeting delivery requirements, and can also assist in tracking and initiating
manual processes that iﬁclude delivery of required docuﬁénts to persons who chose the mails
{rather than electronic delivery) as their chosen method of receipt of offering-related materials.
These efficient processes of completing the statutory prospectus delivery process then allow the

underwriting syndicate and broker-dealers to e-mail or mail confirmation of the sale and/or make
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detivery of the securities and complete the transaction, thus streamlining the processes required for
thé underwriter syndicate and broker-dealers to meet their three day business deadlines. The system
can also be used during the post-effective period to meet or assist in the tracking of delivery
requirements. The system implementation can also include a provision for motifying broker-dealers
of their delivery obligation and the date of their effective termination in meeting securities law
requirements. If the offering continues over an extended period of time, the préspecius can be kept
current under the requirements of law, another manmner in which the system <an assist the

underwriter syndicate in its delivery obligations in an efficient and cost-effe ctive manner.

[0210] An Implementer can use an alternative embodiment to operrate the syst'em to arrive
at optimized pricing and achieve fair and equitable allocations, by conditiomally selling new
issuance securities in the short window betweeq the effective date and the 1 5-day deadline fora
final prospectus, subject to confirmation only after the requirements of a prospectus or its

equivalent, have been met. See below.

[0211] In this embodiment, the operation of the system reflects mainy aspects of a true
auction, albeit with superior transparency and feedback to the bidder, superior price-building access,
competition, efficiency and optimization of final pricing; superior methods for fair, equitable, and
" widespread allocation of the new issuance; and superior methods for assistimg the underwriter
syndicate in mesting their disclosure obligations, and tracking and confirming the meeting of their

obligation for délivery of offering materials in compliance with SEC regulations.

- [0212] Ttis also conceivable that some Issuer Groups might, for strategic and Hability
reasons, chose the operate the system in two stages: 1) to operate one embordiment during the
waiting period in conjunctidn with a red herring prospsctus (and required/a ssociated legends on the
system displays) to establish price/demnand elasticity and establish a fair an«d equitable baseline
starting price {or price range) for the benefit of the issuer; and 2) to run another embodiment of the
system again in the post-effective period, in conjunction with a compliant prospectus and in '
combination with additional selling literature and other allowed informatiom distribution (e.g. 1in}cs

to industry analyst repotts, electronic roadshow distribution, etc.) to optimize and determine any
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further final pricing adjustments, and establish final allocations as of the date and time of the close

of the Bidstream build pProcess.

Professional Services and Promotion

{02137 In determining the relative roles of the investor and any third party promoter, the
‘1ega1 form of the relationship is not controlling. Again, the economic reaiities (or context) should
be considered in assessing whether the efforts of a promoter before the investor’s purchase of a
contract or other instrument can be considered in determining whether the investor was dependent
predominantly on the efforts of the promoter. In the case of an embodiment in the U.S,, the
promotion is essentially a collection of data from the potential investment community and, typically,
the promoter neither runs the offering and/or sale of the securities (as is the case of the issuer and/or

underwriter) nor manages, controls, or operates the enterprise.

[0214] Operation of embodiments might be considered by some as a special selling
effort/method. This is another redson for pre-filing disclosure of the plan of distribution, using the -
systern and in coordination with the SEC staff, on the acceptability of the implementafion of the
a_‘ntiqip&feci embodiments and its description in registration'statement documents and prospectuses

(or their equivalents).

[0215] Those Issuer Groups introducing embodiments of the system might be generally

advised to seek communications with the SEC io obtain a No-action leiter,

Anti-trust & Liability Considerations

. [0216] . Another advantage to the underwriter in using the present system is that the price
and the allocation distribution is priﬁcipally not set by the underwriter syndicate, but by the public
itseif_mitigating or eléminatiﬁg ény lability that could be derived by allegations of monopoly-
driven or collusive price fixing, and the varieties of allegation of allocations abuses that are driving
an increasing number of lawsuits. This assumes thét the underwriter syndicate is not abusing the
' system itself by w1thhoidg}§“ﬁn inordinate amount of the total offering through xmplamentahon of

the embodiment that alfows for significant set-asides (whether disclosed or not).
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[0217} Implementation of the system can act as an automated, impartial gatekeeper to
protect against unfairly influencing the development of an efficient price and the fair and equitable
distribution of allocations—arguably mitigating some of the civil liability exposure of the

underwriter syndicate and broker-dealers.

[0218] The system might resalt in wider distribution of smaller allotments, as the system _
opens fair, affordable, and equitable pricing and opporiunity for ownership to the general, long-tenn
investing public. Arguably, wider distribution of smaller allotments would also resuit in Jower
after-market volatility (assurning that the system is efficient in pricing optimization). Ideally, the
after-market price might move little or not at all, to the relief of the issuing entity. Over a longer
period of time, wider distﬁbution of smaller allotments would also diminish volatﬂity because
moves made by individual investors for their own personal or portfolio needs would have less
impact or influence on volatility than institutional investors, who might sell large blocks for purely
exogenous and spurious factors kaving nothing to do with the issuer itself. Lower volatility would
also benefit the issuer in that management could concentrate on building long-term shareholder

value, instead of after-market price maintenance efforts.

[0219] Although this disclosure describes in detail certain embodiments, and has provided
numerous illustrative examples, it is also the case that certain variations, combinations, and
modifications are also within the scope of the Systern, including but not limited to: (1) derivatives
and derivative works of the system; (2) additional embodiments using one or more components of
the system; and (3) application of the system: techniques, methods, and methodologies to
applications beyond the securities industry and its related affiliated and associated industries and
businesses. This deécription' is illustrative, not limiting; further modifications will be apparent in

ﬁ'gh"c of this disclosure and are intended to fall within the scope of the appended claims.
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CLAIMS

I A computer-implemented method for generating an order book of
reservations for potential debt instrument purchasers in a set of debt instruments to be
offered by an issuer comprising the steps of:

(a) storing, on one or more computer readable media that are operatively coupled
to one or more processors, a database comprising information relating to a plurality of
units of a debt offering of one or more types at one or more yields that are available for
reservation, Wherein

(i) each of said units of the debt offering is intended to be offered as a debt
instrument for later sale to the potential debt instrument purchasers, and |

(11) for at least one of the types having at least one of the yields, a plurality
of units is available for reservation;

(b} transmitting, from the one or more processors which are operatively connected
to one or more communication devices, a first set of one or more signals to at least a first
plurality of the potential debt instrument purchasers that identify the status of the
plurality of units of the debt offering, wherein the status comprises an identification of
units of the debt offering at each type and each yield that are available;

(c) receiving, at the one or more processors, a second set of one or more signals
that indicate a request by a first potential debt instrument purchaser to reserve a first
group of one or more of said units of the debt instrument offering;

(d) determining, at the one or more processors, using the second set of one or
more signals, a first reservation comprising units within the first group that are available
for reservation;

(e) updating the database on the one or more computer readable media to reflect
the first reservation;

(f) ransmitting, from the one or more processors, a third set of one or more
signals to at least a second plurality of potential debt instrument purchasers that identify
at least the following

(1) units within the plurality of units of the debt instrument offering that
are available for request for reservation, and
(i1) the first reservation as being reserved;

(g) receiving, at the one or more processors, a fourth set one or more signals that

indicate a request by a second potential debt instrument purchaser to reserve a second

group of one or more units of the debt instrument offering;
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(h) determining, at the one or more processors, using the fourth set of one or more
signals, a second reservation comprising units within the second group that are available
for reservation;

(i) updating the database on the one or more computer readable media to reflect
the second reservation;

(3) transmitting, from the one or more processors, a fifth set of one or more signals
to at least a third plurality of potential debt instrument purchasers that identify at least the
foliowing:

(1) units within the plurality of units of the debt instrument offering that
are available for request for reservation,

(11) the first reservation as being reserved, and.

(iii) the second reservation as being reserved;

(k) terminating, upon the occurrence of a predetermined condition, the
transmission of signals that identify the plurality of debt units that are intended to be
offered for later sale; and

(1) generating the order book that comprises reservations that are stored on said

database.

2. The method of Claim 1, wherein prior to step (k), receiving, at the one or
more processors, a sixth set one or more signals that indicate a request by a third potential
debt instrument purchaser to reserve a third group of one or more units of the debt
mstrument offering;

(1) determining, at the one or more processors, using the sixth set of one or more
signals, a third reservation comprising units within the third group that are available for
reservation;

(m) modifying at least one of the first reservation and the second reservation;

(n) updating the database on the one or more computer readable media to reflect
the third reservation and the modification of at least one of the first reservation and the
second reservation;

(o) transmitting, from the one or more processors, a seventh set of one or more
signals to at least a fourth plurality of potential debt instrument purchasers that identify at
least the following:

(1) units within the plurality of units of the debt instrument offering that
are available for request for reservation,
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(11) the status of the first reservation,
(iii) the status of the second reservation, and
(iv) the third reservation as being reserved,

(p) terminating, upon the occurrence of a predetermined condition, the
transmission of signals that identify the plurality of debt units that are intended to be
offered for later sale; and

{q) generating the order book that comprises reservations that are stored on said

database.

3. The method of claim 2, wherein in step (m) the modified first reservation

includes at least one unit as being reserved.

4, 'The method of claim 2, wherein in step (m) the first reservation is

modified and the modified first reservation includes no units as being reserved.

5. The method of claim 2, wherein in step (m) the first reservation is
modified and the method further comprises the step of transmitting, from the one or more
processors, an eighth set one or more signals that indicate to the first potential debt

instrument purchaser information relating to the modified first reservation.

6. The method of claim 2, wherein in step (m) the second reservation is
modified and the modified second reservation comprises at least one unit as being
reserved.

7. The method of claim 2, wherein in step (m) the second reservation is

modified and the modified second reservation comprises no units as being reserved.

8. The method of claim 2, wherein in the step (m) the second reservation is
modified and the method further comprises the step of transmitting, from the one or more
processors, an eighth set of one or more signals that indicate to the second potential debt
instrument purchaser information relating to the modified second reservation.
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9. The method of claim I, wherein the number of the plurality of units of the
debt offering of one or more types at one or more yields that are available for reservation

are increased.,

10.  The method of claim I, further comprising the step of transmitting a sixth
set of one or more signals to at least a fourth plurality of potential debt instrument
purchasers that identify new units available for reservation that have been added to the
plurality of units of the debt instrument offering. .

11, The method of claim 1, wherein prior to the first reservation, there is a
phurality of other reservations.

12. The method of claim 1, wherein between the time of the second
reservation and occurrence of the predetermined condition, there is a plurality of other

reservations.

13.  The method of claim 2, wherein between the time of the third reservation
and the occurrence of the predetermined condition, there is a plurality of other

reservations.

14, The method of claim 1, wherein the yield comprises one or more of the
following: a yield rate, an interest rate, a coupon rate, a yield equivalent, a yield-to-

maturity rate, a yield-to-call rate, a yield-to-worst-call rate, and a spread from an index.

15, The method of claim 1, wherein the number of units of a particular type of
the debt instrument offering available at a particular vield is limited to less units than the
total number of units of the debt instrument offering.

16.  The method of claim 1, wherein the issuer is a single issuer.
17. The method of claim 1, wherein the issuer comprises a plurality of issuers.
18. The method of claims 1, wherein the issuer is a representative of an issuer.
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19.  The method of claim 18, wherein the representative is an underwriter.

20.  The method of claim 1, wherein the debt msm.ents, when offered for
later sale, comprise corporate bonds.

21. The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise commercial paper.

22. The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise municipal bonds.

23, The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise international bonds. '

24, The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise sovereign debt.

25. The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise sub-sovereign debt.

26. The method of claim 1, wherein the debt instruments, when offered for
later sale, comprise public debi.

27, The method of claim 1, wherein the debt instruments, when offered for

later sale, comprise securitization of assets.

28.  The method of claim 1, wherein the debt instruments, when offered for

later sale, comprise notes.

29, The method of claim I, wherein the debt instruments, when offered for

later sale, comprise convertible debt securities.

30.  The method of claim 1, wherein the one or more types comprise debt
instruments of a series.
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31.  The method of claim 1, wherein the one or more types comprise debt
instruments having the same maturity.

32.  The method of claim 1, wherein the one or more types comprise debt
instruments having the same coupon rate.

33.  The method of claim 1, wherein the one or more types comprise debt

instruments available for reservation by a predetermined investor class.

34.  The method of claim 33, wherein the predetermined investor class

comprises one or more institutional investors.

35.  The method of claim 33, wherein the predetermined investor class

comprises one or more retail investors.

36.  The method of claim 33, wherein the debt instruments for the
predetermined investor class have a predetermined yield.

37. The method of claim 33, wherein the number of units of debt instruments
for the predetermined investor class is fixed.

38.  The method of claim 33 wherein the debt instruments for the
predetermined investor class have one or more yields calculated based on the yields of

other reservations outside the predetermined investor class.

39,  The method of claim 1, wherein the first set of one or more signals, the
third set of one or more signals, and the fifth set of one or more signals further comprise
display information to direct a graphical user interface of a computer system receiving
said signals to graphically display the status of the plurality of units of the debt
instrument offering.

40.  The method of claim 39, wherein the display information further
comprises information displaying a predetermined threshold yield.
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41, The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a historical

representation of the quantity of units in reservations made as a function of time.

42, The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display for each
reservation yield along a first axis and quantity along a second axis.

43.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a plurality of axes,

and the information displayed in af least one axis changes.

44.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a representation of
the type of entity associated with each reservation.

45.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a representation

that is one or more of the following: static; iterative; and a simulation.

46.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a representation of

a spread in the vields associated with each reservation.

47.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a representation of
a projected set of reservations, which is calculated by a computing means based on data

comprising the current reservations and the available reservations.
48.  The method of claim 39, wherein the display information further

comprises information to direct the graphical user interface to display multiple displays
for units having different characteristics.
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49.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display split screens for
units having different characteristics.

50.  The method of claim 39, wherein the display information further
comprises information to direct the graphical user interface to display a tabbed screen for
units having different characteristics.

51.  The method of claim 1, further comprising the step of transmitting an sixth
set of one or more signals, at any point in time, that directs a graphical user interface of a

computer system receiving the sixth signal to display information stored in the database.

52.  The method of claim 51, wherein the computer system to which the sixth
set of one or more signals is transmitied to is one or more computers of one or more of
the following: the issuer, and one or more agents of the issuer.

53.  The method of claim 1, wherein the condition is the expiration of a
predetermined time.

54.  The method of claim 1, wherein the condition is the expiration of a second
predetermined time.

55. The method of claim 1, wherein the condition is no more reservation
requests are received from the potential debt instrument purchasers for a predetermined
period of time.

56. The method of claim 1, wherein the condition is receipt at the one or more
processors of a eighth set of one or more signals from the issuer indicating the offering
should be terminated.

57.  The method of claim 1, further comprising, prior to step (k), the step of:

transmitting, from the one or more processors, a sixth set one or more signals that
indicate to the first potential debt instrument purchaser information relating to the status
of the first reservation.
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58 The method of claim 57, wherein the sixth set of one or more signals is
transmitted periodically.

59, The method of claim I, further cdmprising, prior to step (k), the step of:

transmitting, from the one or more processors, a seventh set one or more signals
that indicate to the second potential debt instrument purchaser information relating to the
status of the second reservation.

60.  The method of claim 59, wherein the seventh set of one or more signals is
transmitted periodically.

61.  The method of claim 2, further comprising, prior to step (p), the step of:

transmitting, from the one or more processors, an eighth set one or more signals
that indicate to the third potential debt instrument purchaser information relating to the
status of the third reservation.

62.  The method of claim 61, wherein the eighth set of one or more signals is
transmitted periodically.

63.  The method of claim I, further comprising the step of setting the yield for
each unit in the order book at the yield of its corresponding reservation.

64.  The method of claim 1, further comprising the step of:
(m)  allocating the units of the debt instrument offering based on reservations
in the order book.

65.  The method of claim 64, further comprising the step of setting the yield
for each unit in the order book at the yield of its corresponding reservation.

66. The method of claim 64, wherein all units of the debt instrument offering
are set at a single vield.

67.  The method of claim 64, further comprising the step of pricing units at
different yields to different potential debt instrument purchasers.
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68.  The method of claim 64, further comprising the step of setting a yield of
the units as a function of aspects of all the reservations in the order book.

69.  The method of claim 1, further comprising the step of not accepting a

request for reservation that fails to meet a predetermined condition.

70. A computer-implemented method for requesting one or more
reservations for a set of debt instruments to be offered by an issuer for later sale
comprising the steps of:

(a) transmitting, from one or more processors which are operatively connected
to one or more communication devices, a first set of one or more signals to request
information from one or more servers reléting to a debt offering, wherein the debt
offering comprises a plurality of units of one or more types at one or more yields that
are available for réservation, wherein

(1) each of the units of the debt offering is intended to be offered as debt
mstruments for later sale to potential debt purchasers, and

(1) for at least one of the types at at least one of the yields, a plurality of
units is available for reservation;

(b) receiving, at the one or more processors via the one or more communication
devices, a second set of one or more signals sent from the one or more servers at a
first time that identify the status of the plurality of units of the debt offering, wherein
the status comprises an identification of

(1) units of the debt offering for each type at each yield that are
available for reservation as of the first time, including the type, yield and
number of units available for reservation, and
(i) one or more sets of units of the debt offering that have been reserved as

of the first time, including the type, yield and number of units that have been reserved;

(c) transmitting, from the one or more processors via the one or more
communication devices, a third set of one or more signals to the one or more servers that
indicate a request to reserve a first group of one or more of the units of the debt
offering; and

(d) receiving at the one or more processors via the one or more communication
devices, a fourth set of one or more signals sent from the one or more servers at a second
time that identify '
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(1) units within plurality units of the debt offering that are yet available for
request for reservation as of the second time, including the type, yield and number of units
available, and

(ii) one or more sets of units of the debt offering that have been reserved,
mcluding the type, yield and number of units reserved as of the second time, wherein the one
or more sets of units that have been reserved include at least a first set of units within the
first group that were available for reservation.

71. The method of Claim 70, further comprising the step of receiving at the one
or more processors via the communication device, a fifth set of one or more signals sent from
the one or more servers at a third time that identify

(1) units within plurality units of the debt offering that are yet still available
for request for reservation as of the third time, including the type, yield and number of units
available,

(i) the one or more sets of units that have been reserved, including the type,
yield and number of units reserved as of the third time, wherein the one or more sets of units
that have been reserved include at least the first set of units within the first group, and a
second set of units.

72, A computer system for generating an order book of reservations for a set of
debt instruments to be offered by an issuer for later sale comprising:

(D one or more communications devices;

(2) one or more processors which are operatively connected to the one or more

commumication devices; and

(3} one or more computer readable media having stored thereon computer

instructions for carrying out the steps of Claim 1.

73. The system of claim 72, wherein the instructions are stored on the one or

more computer readable media as a plurality of packets of data received via the one or more
communication devices.
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