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filed January 24, 2003, which application is hereby
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industry and financial community as crude oil benchmarks or markers, and include Brent, Dubai,
Oman, Tapis, Urals and West Texas Intermediate (WTI). In order for a crude type to be
considered a true international marker, the grade must be capable of being transported from the
oil field where it is produced, to refining centers around the world. The most common method of
transporting crude from export terminals to oil refineries, is via large ocean-going vessels.
(Presently, however, WTT is precluded from being a true international marker crude due to

export restrictions imposed by the United States government.)

[003] Presently, all commodity exchanges with petroleum futures contracts refereﬁcing
one or more international crude markers are cash settlement contracts. Under the terms of these

contracts, all open long or short futures positions at contract expiry are financially settled against
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partici pants physical delivery under their cash )
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Additionally, the market participant in an EFP transaction assumes the performance and financial
risk of the counterparty, with respect to the physical portion of the EFP. In an EFP transaction
market participants lose the financial protection provided by the futures exchange. Consequently,

futures exchanges cannot assure market participants physical delivery under their cash settlement

contracts, and claims to the contrary are incorrect. As such, a need exists, for a futures contract

that guarantees physical delivery.
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cash-settlement futures contracts have not imposed position limits on individual market
participants. All futures positions held through expiry are liquidated by the exchange, and
financially settled at the index price. This contract feature enables market participants to
accﬁmulate and retain large futures positions, through expiry, as leverage for large physical
positions in the underlying commodity. This may distort prices and prevent convergence of the
futures and physical price of the commodity upon contract expiry.

[008] Basis risk occurs because, the final index price, against which all open positions

are financially settled, is typically not released by the futures exchange until well after the close

of trading. Some exchanges do not publish the index price until the following business day
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[0011] Thus, a need exists for an improved futures contract and, more specifically, a
futures contract guaranteeing physical delivery of the underlying commodity that reduces
exposure to pricing distortions and basis risk.

SUMMARY OF THE INVENTION

‘[0012] The present invention satisfies these and other needs. One embodiment of the
present invention relates to the method of automatic conversion, of all open cargo-size futures
positions into physical delivery. The method includes guaranteeing physical delivery for future
positions of market participants having open first-nearby time positions of a particular size,

making additions to or subtractions from open first-nearby time positions of market participants
4
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subtractions from open first-nearby time positions less than a certain size and adjust market

participant second-nearby time positions based on the additions to or subtractions from open

first-nearby time positions.

[0016] In certain embodiments, the underlying commodity is crude oil and the particular
size is the size of a cargo shipment, about 600,000 barrels.

BRIEF DESCRIPTION OF THE DRAWINGS
[0017] The following drawing figures, which form a part hereof, provide illustrative
embodiments of the present invention and are not meant to be limiting of the scope thereof.

[0018] Figure la is a schematic illustrating the system according to one embodiment of

the present invention.
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crude oil, as it loads on large, ocean-going vessels, having, for example, cargo capacity of
600,000 barrels or 600 lots) and certain embodiments are described in terms of crude oil and
“cargo-size” shipments, it is to be understood that any commodity and shipment size can be
used. Thus, the term “cargo-size” is used broadly to refer to the shipping amount, volume or
quantity of whatever physical commodity is the subject of the contract. Such other commodities
include, for example, liquid natural gas (LNG), petroleum products, fuel oil, liquid propane gas
(LPG), ethanol, fertilizer and the like.

[0023] As will be appreciated based on the disclosure set forth herein, the futures
contract and consolidation process for guaranteeing physical delivery according to the present
embodiment of the present invention provides convergence between the exchange traded futures

for a commodity and the underlying physical commodity at contract expiry. Such convergence
6
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trading plgt?grinoe\{seddeteglrn?ﬁetc{ lg)yntlhg exchange, within one or more set periods for example,
during the final thirty (30) minutes of trading on a specified day (such as the contract expiry day
of the ;then current month).

[0027] The “Spread Index” shall mean the weighted-average of all “bona fide” First-
Nearby/Second-Nearby spread transactions, where such transactions include a purchase in one of
the two months, executed simultaneously with a sale of equal volume in the other month at an
agreed upon price differential) executed on the exchange floor, and/or electronic platform, within
a set time period, for example, during the final thirty (30) minutes of trading on expiration day.

[0028] Bona fide spreads are those supported by a trade ticket with the First-Nearby

Month price corresponding with the Futures Exchange “fixed-price” released daily at a set time,
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meane PG e o FRo B o ich] G D Bmed R SMRR (B¥S), Exchange
cargo-si ze positions to

for Optiox? (EFO), Excr:)hange for Futures (EFF), and the like. In the present embodiment, this set

time; which is referred to as the “consolidation deadline,” is 12:00 PM (noon) EST, although any
other time may be used.

[0030] As described in greater detail below, any market participant with open First-
Nearby Month futures positions after the consoiidation deadline on Matching Day will be
notified by the Futures Clearinghouse at a set time, such as 3:00 PM EST on Matching Day,
whether their First-Nearby Month futures position has been reduced to zero (0), or increased to

cargo-size and matched with another market participant for physical delivery.



either zero (0), or to cargo-size. Position
consol i dation can be done through any nunber of
wore@nses3sncl udi ng the use of Exchange for PhysPCHIS2003/019164
(EFP), Exchange for Swap (EFS), Exchange for Option
(EFO), Exchange for Futures (EFF), and the like. In
the present enbodinent, this set tine, which is
referred to as the "consolidation deadline," is 12:00
PM (noon) EST, although any other tinme may be used.
[003 Qg ] I’—ﬁwg? gﬁfvﬁ&%@‘ﬁef {i&ﬁl@fl?ﬁft%ﬂl@%@d klletgg E{/é‘é\é'\r/g %{?ﬁodlmen’c, the

rket par I pant w open First-
ati on deadli ne

futpres itions after. the. consolj on
procqlph g RedpeyR Forflat gt g il Bt e e 1 Sro%he market
.Cl eari nghouse at a set tjnme, such as 3:00 PMEST on .
partl%mr%wﬁg gw;&ptee%@fsrf@i deliyery and todetemineryhigibparticipants will have
futures position has been reduced to zero (0), or
their first-mearbg dndnth pesitigotakézie zarmomtatcatgoesize will romobehdascribed in greater
mar ket partici pant for physical delivery. 8 WD
detaiR004/ 068384 PCT/ US2003/ 019164 [ 0031] Havi ng provi ded
definitions for ternms used in the present enbodi nent,

[003%]E e  ProgkighUe GRAIPIHVERIdIYaY BE iiri&}}geltrxrlgi?tﬁg tﬁqanﬁaﬁﬁj, #O{he Present

e mat chi ng process used to prov

emb gr{rlé{rt,?rt:hﬁ gur}%;\iels \ééﬁﬁéh%ggéj AR i?sea%sgcri]%?%& ﬁﬁ‘llneg gllte%%rlle%%us%qgﬂ%zg a computer

I'Cl pants W ave

first-pearby nonth position taken to zero or to ., _.

systegidp JRPierIEat e |Progssiy U smlry SHMPHICE PSS shawp & Figure 1a and

) 0032] Although the present invention nay be

includgspsing o mose expgm&q ¢oynpuites serversphle septher praprsevrieand antepehange
futures exchange and/or its associated futures

databadecl® ¢augledus en ex¢Hangenetworkiput largenenpk tlenextichangebmamsnit, database
the process. One exenplary conputer systemis shown in

12 anffingti¥@k 14 areadessible by dRFuRnG Xichilipe @né ¥Ldangecleaiiphbede. As such,
servers 10, or other processors, and an exchange

the sé@r@P@aR vkéd P&%Qﬂtfﬁg ah® cﬁ%i%ﬁ%%a%ﬁ%ﬁrk@%aﬂaiﬂgams' margins,

general, the exchange servers 10, database
comml Rt AL O 0,2 Lhe utures exchange anc
[00333;?? i L%acit%t% E:cl)rﬂ.&ug}nc%ggrll \?v?t{l it}?egegc gx‘ljg%sﬂetv{frc?rﬂqgia?ego&a orrkrr%re exchange
clearing members (cm) 16 and associated computer systems. The clearing members 16 are in
commﬁnication with the exchange network 14 via communication links, including, for example,
electronic gateways and wired and wireless links using any protocol. The clearing members 16
interact with market participants 18, receiving transaction data from and executing transactions
on behalf of the market participants 18. As is known, trades are typically registered with and
settled through clearing members 16. As such, the clearing members 16 provide position

information, including transaction and position data for market participants 18 trading through

the communication links to the exchange network 14 and, ultimatély, the exchange server 10 and

database 12.



conpl i ance and ot her functions. [0033] Also, in

comruni cation with the exchange network 14 are one or
worenoe/oessghange clearing nenbers (cm 16 and aBSDUSBRADEGI9164

conmput er systens. The clearing nmenbers 16 are in

conmuni cation with the exchange network 14 via

comruni cation |inks, including, for exanple,

el ectroni c gateways and wired and wi rel ess |inks using

any protocol. The clearing nenbers 16 interact with

A T e T L UEE
s B RS BB St HLBH Aoy s

clearing nmenbers 16. As such, the_clearing nenbers
progmanuwingdarigue e, iimpuding for eranindm Criin Yiswel Bgsw,rl’éi&la&qbéh, Java and the
and position data for market participants 18 trading
like.t $ifdlaglh, the detabasemmuy eaglopany suiteblethardweee exd fudtvgree, including, for
network 14 and, ultimately, the exchange server 10 and

exanﬁﬂ%w @ﬁ@anc@thmkgoﬁfléé?@% Gfte RitIBASZRARI LDk 4or storing market

‘The software progranm ng that inplements the

partici %mt nt%ﬂ% 1511y r% Q&:Sﬁr?t d &%ﬁ%ﬁﬁ%&)ﬁ?fd@h@ﬁ&g gﬂﬂz Shame, contact

vers witten

oA AR R o e?%g%oﬁan?%esé@waomon .

Iike Slnllarly, t he, dat abase may % any.suitable
as tahlgs Swdieeking gaddoiransagiion mﬁ%%@m@y eacblmar stpapicpansagd Gach

DB2 and the like. In general, the database includes
partitiphhtéssacbount stpositiogs. n&rdheablemlﬁnmfmep@lntansmtmnmﬁu position as associated
i ncl udi ng account and market participant identifiers

with @lpgeBiculan paRicipadt) haokll ab Hetrssoidtandethilsqesps @ontdetype of position
account nunber and other account identifying

(lon% &Y B6AR {28 podfio dé mBshdr 3P| (ﬁ@ 54 othérahtrhe RAE). As used herein
ransaction entered into by eac mar ket parti ci pant

the t?rﬁb?agr;%%p}%?r{??‘[)éﬂt% Rl%%{t 1S iR o§sﬂ%§ﬁc§1§n‘2ﬂ§ls anli €fkities trading the

y “eac transactl position as
con g e BB e Rl § e b ShPa v 5 FhboFRtcplc
00! a8 18 Ao Sk S EPR tﬁagve@ﬂ@rwsé‘s&?ffponsohdatmg
the futures contracts according to the present embodiment will now be described. As initial
steios, fhe futures exchange issues the contracts "(step 110), and the market participgnts beginA
trading the contracts during the then current month—the first-nearby month (step 120). The
market participants continue trading the contracts during the ﬁrst-nearby month until contract
expiry.
[0036] As the market participants trade the contract, the futures clearinghouse tracks each
participant’s transactions and portfolio, updating the appropriate participant records in the
database. The Futures Clearinghouse also will enforce margin requirements and withhold

appropriate funds from each market participant, to fully cover the changing price exposure of the

10



the termmarket participant is neant to include al
possi bl e individuals and entities trading the

w@ooviesss4 whet her on the exchange fl oor or theongk2oas019164
approved el ectronic tradi ng marketplace. [0035]
Turning to Figure I'b, a flow chart illustrating the
overal |l process of consolidating the futures
contracts according to the present enbodiment will now
be described. As initial steps, the futures exchange

operl BSUES b Fosv, Mg feglie@ndrtOWwill Anchid tetilFaEK Bine as Ighysical delivery
participants begin trading the contracts during t

has ﬁﬁgﬁ Qoxﬁgfeﬁ : RNbnd AN bRl diRbaARADY bé@lrgaﬁsﬁeilt ep 120).

f part|C|pants continue trading the

ntrac during, the f near
1003881 1y Upeb Sty s ThapS S anke Es‘%{fﬁvﬁﬁ%% {pg 2P i¥ement price
contract, the futures clearinghouse trac
for st aFpN OB Fahd 40) 9 1BC BEPEBREY 157l O pfegesribaclow, these
appropriate participant records in the database. The
figuBsitrerssd Ghermadjngingusaket|moticipdnks’ asitioee mar gi n
requi renents and wi thhold appropriate funds from each
[0038Rr ket Péltdviag pepity ofithe tonttact, dlovmbrkehpartibipmgs ognsplidate their
exposure of the 10 WD 2004/068384 PCT/ US2003/019164

pos:t‘?cﬁﬁ Forf thE %&s’tﬂl@@t‘b? Yo P ibti19Re cé\{ﬁﬁﬂde@mg%hﬂlfr@%%ﬁcmlg lday. Step 150.
remain until such time as physical delivery has béen

5o GARUF 00 b5 L oBRULRL 08 MR BRP s, e,

h e determnes the final settlenment price for

EFF@Wg ‘%F’? TSAAMEy month (step 130) and the spread index -
step 140). As described bel ow, these ures are

[0039ked méﬁeraféaf Gglﬂﬁohéatmrd@é@hlﬁﬁa?ﬁ linéﬁcbﬁ’ﬁtd@% 8 §x¢hagge clearinghouse
[0038] Follow ng expiry of the contract, the nmarket

procgeds td maphopen poriis@isitd asserd plgisical gaivety. Step 166+ In He present
first-nearby nmonth until the consolidating deadline on

embdtRingit, Plglysitay deliSeBpis hbdhred HBubibseaniied pactdipamits Imyngdeargo-size, or a
achi eved t hrough any nunber of neans, including EFP,

multf?ﬁeﬁhex%gpo erffong 3P shot ﬁk?s‘itﬂrfsé}féﬁﬁé%tth@éb%solﬁ&@%ﬁ]deﬁfelhﬁr In so doing, the

e conso I datron deadline '"on matching day, th
Futufes efe%ﬂgghcﬂsg Q&dﬂgp&ﬁlﬁﬁaﬂs from, as appropriate, the First-Nearby Month futures

position of market participants with open positions that are not cargo-size. Step 170. As
described in greater detail with regard to Figures 2a and 2b, adjustments are made to such market
participants’ second-nearby month positions to offset the bringing their positions in the first-
nearby month to either zero or cargo-size.

[0040] Having assured physical delivery by having matched open positions and taken
open positions to zero or to cargo-sized positions, the futures clearinghouse updates the database
records accordingly and notifies the market participants of physical delivery and any adjustments
to their position. Step 180. Finally, the participants so notified take or deliver, as the case may

be, physical delivery of the commodity pursuant to terms of the contract. Step 190. The

11



proceeds to match open positions to assure physica

delivery. Step 160. In the present enbodi nent,
w@boogioesaB4 del i very is assured to those market PCT/US2003/019164

partici pants having cargo-size, or a nultiple

thereof, open long or short positions held at the

consolidation deadline. In so doing, the Futures

Cl eari nghouse adds to, or subtracts from as

appropriate, the First-Nearby Month futures position

foregﬁfnlgrﬂ?&,@g ls%gédtéd £RA tn?t)n‘ﬂﬁ (o oRRE PertBdsideRMBirdcd ¥y tBE Schange), with

car go- si Step As described in greater
._de re
ol 1 &mﬁa&ggﬂaﬂg RSP s
nmont h positions to off br|n g t hej p03|t|
[0041]n t he Hayiag th u,q@gmg& I:g?qeﬁg,t @lat(gﬁgllg process wi il'ow be

cargo-si ze. [0040] Havi ng assured phyS|caI del i very by
descriteediim grezter dhtad wilersfprosdetty Simiresd andidbn Asgpeast above, this process is

positions to zero or to cargo-sized positions, the
prefefablHingslembsad vighgesially pﬂagtmnememﬂmtmem rlacertaia embodiments,

accordingly and notifies the nmarket participants of

t 4 &ebifRU kime, fi le,
oA e o LA Bef s oyl

certaxﬁlﬂi}lg% I%iie% tfaéa nsgfldegec)#x dt\éﬁﬁhneaﬁft&h&mﬁ?ﬁgum %Qﬁ%ax%ml})ants first-nearby

rver ur suan

of the Ste 90, ,The 11 WD 2004/.068384

Inmﬁb@ﬁ?@ﬂ@ h@ﬁgi ce @?@6%1%@T%:ocess i s repeated each
nont h (or ot her period as determ ned by the exchange),

[00424i t h  ad¥f asinial stepnidd sysiem ordernerRBES the PWIE%“'Jﬁ{n@mmg open at the
second- near by nonth being taken into account. [0041]

consdiialiimg dedilise Hesdranbelsizhanddype Glel, lpm@me@grt) ohide position. Step 210. It
mat chi ng process will now be described in greater

is to Belrietstovd that thfsesteyie pelf@miedge htke A arthidip. of Aise dumétade for the open
above, this process Is preferably inplenented via a

positﬁ%@)ﬁig?é J:fﬁcf%hpﬁ’{@ RREREkof0 l’é’ﬂi}bﬁ%ﬁalsﬁﬁ&ﬁ&i‘nglyn it tek@tdembodiments, the

I ments, he natc INg process IS perforne

progrg%tcﬁ%?%tccﬁdérythe ?&%M&[ﬂuﬁ%&t s@an§ Chfhede %é f(gg%de(i Y identify first-

cer a ter e conso

deadl j ne. After conflr that par nt
nearyRth RBS BRSIORSY AESPBETEY B e aieeRRehoFUEEr JRghermore, s
and the |ike. [0042] Asanlnltlal step,, the sys
to be gndkspteodha ﬁwgrﬂfln% oﬁ@g OPPIHPRS I AR W@Jlbw%&ﬁe Fping, with each

position identified as either long or short, or as two separate lists — one for each long and short

positions. Additionally, the list or lists may either be in separate storage or memory or may be
logical (e.g., kept as a linked list).

[0043] As noted above, a particular participant may have an open position greater than
cargo-size. To handle these positions, the system of the present embodiment first divides the
portion into cargo-size portions, with any remainder. For example, a participant’s open position
of 1400 lots will be divided into two by 600, lot -~ the cargo-size -- positions and a 200 lot

position. Each of the positions are treated separately when matching is performed.

12



consol i dati on deadline based on the size and type
(i.e., long or short) of the position. Step 210. It
WO 2008064384 under stood that this step i s perfor medI/us2003/019164
make the searching of the database for the open
positions nore efficient and, therefore, is optional.
Accordingly, in alternate enbodi nents, the program
does not order the records but rather scans the
dat abase as needed to identify first- nearby nonth

[004?}’@‘:"” PO BRIy tBmACHEAEANE fanked PositithsaBE &d¥nfifies the largest long
t hodol ogy. Furthernore, it is to be understood that

positiqr}ﬂ%ﬁgc{éﬁﬂ%egﬁvhteﬁx%f ﬁ@segc 05 lsk7k BB iBRYr ﬁlﬁﬁ%ﬂ#@f téliﬁfégg Step 212. In the

ng, W eac position | dent
either long or short, ar two separate |lists .- one
event (10 GABHEITIRGORAT GBI Do BERTEIRENS. DAJEET SHROASH fpdomly
list or lists may either be in separate stora&g or .
selectsamerty ust inmagviding phagjcalalelipery galthopglppthgsmgthodolpgigs, which would
list). [0043] As noted above, a particular participant
prefef@ly bapeblishedpyp thepashdngon agrveidtie thet doape oftthe pwseitevention. Having
handl e these positions, the systemof the present
identBHAOM AEANLizE I0nglpositivh ABE whith thdpretdn® Bmbblitett p@Rakédhysical
portions, with any remai nder. For exanple, a
i L GURBAL, ) teQsi it 1R2bSst ¥hdd stBR position. St
a8 50 QO MRS i R ks Updd bR psiion. st
itions and,a 200Q.l ot ositiaon, Fach of. th
214. B3k et ofiReonbr 23 iam sy et ot AT TR FlinfeiEs g the marker
performed. 12 WO 2004/ 068384 PCT/US2003/019164 [0044]
partigipant’s firplenesghst mapnth PQFIEABES 19565SAked positions and
identifies the |argest long position and determ nes )
[0045het herHpweves, if thedangestdirstengadxyi mowsh shert positipmpisdess than cargo-size,
thereof. Step 212. In the event two or nore position
then the@naRétGartidigamt’s phsitisy Stteougiit td teegpsize bntadéinpaddimonal short
randonly selects one to use in providing physica
positidBl S¥ERY6. BbiMOUEMeGhAIRE: JRRidIRAR) tREbRSem WdnGidjusdthélsecond-nearby

preferably be published by the exchange,, are within

montg ff@%iﬁ&? Pfo et F}%eadeécﬁﬁﬁ?ttpdsﬁ%?x% R rst-BM BFmoh e Blp 189 The system

rgo-size ng positi‘on, for which the present
then (B P PRl ERB RO ErE el oy s g i apptcd to
the gl IGRCE5S APt AP gaFa e PGS SaR DSCRGRR 168 Ropiion of one
markcrart'51 pral;'t?gipant to provide physical delivery. Furthermore, because the system takes the short
position in order of largest size, the system first applies cargo-size short positions.
[0046] By looping to step 212, the system takes the next largest open long position to
match against. As will be appreciated, by taking the open positions in order of size, the system
will match all cargo-size long positions first, each time matching the long position against the

next largest short position. If, at step 212, the system determines there are no more cargo-size

long positions, the system proceeds to match cargo-size short positions to less than cargo-size
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participant's first-nearby nonth position is

necessary. [0045] However, if the |largest first-nearby
worRmtlesskort position is | ess than cargo-si ze, PCT/I82003/019164

the market participant's position is brought to

cargo-si ze by addi ng additional short position. Step

216. For that sane nmarket participant, the systemthen

adj usts the second-nearby nonth position to offset

t he added short position in the first-nearby nonth.

long §Bﬁﬁox?sl $herd)Bas it Hp@Rdse lneRet PRAR St R fRAS S 8% positions can

ranking to i'ndi cate whi ch positi'ons have alrteady been

he matchi ng process. Step 220. In
nmk€@§J(Spda8ﬁr "exchange has adjusted the short position

f one artici ant.to ovi d hysi ca
[004e | verqy;ﬂa SFﬁ’retDﬁg?ﬂﬁ’rléd E‘Wﬁ s@%g@ﬁ]ﬁ@ﬁﬁs&hqrﬁg‘)ﬂ“on is indeed
short position in order of | argest size, the system
cargd-ire tStempPpl3. df theanegblargestesheriposition ds edrgmsize,[iDOasitcisg against the
| ooping to step 212, the systemtakes the next | argest
next pgst long @osiﬁsh,t\izlﬁnh,tbecaumald: barggaizedong pssitvdns hatealready been
appreci ated, by taking the open positions in order of

addre%seae(stebb@@m)emeéénﬂhe{n daBrfz@l | cargo-size | ong
posi tions first, each time matching the long position

[004§g ai nst Tlliel?@tb{é1 ﬁ%\'} é RlHftda é%g>0%§htth9 Q}FTsIgénfx add¥an¥i8Rional long

he SyS erm nes e are no

posnffeﬁré’ﬂﬂ L of B B Bian R0 B P F Bl 1 BGER e siton (o

rgo-size. 13 WO 2004/068384 PCT/ USZOOS/ 019164 | on
ldent%é.n@ therdatabagryr 28 246 sOF Pl athes detepmipnaionsy Hersystemaniithe present

havi ng cargo-size short positions can nake physica
embodihént eandonilp 6elggts Theief, potdniaHgmultple sate-site pesitivms, alghough other
whet her the next |argest short position is indeed

methedul@iessare evithTi the s2ép2. oflthie prosent énstention.gest short
position is cargo-size, it is matched agai nst the

[00491ext | an@Rshe pSMTorA@Ad f)ﬁtﬂ@lﬁ)aﬁ\ﬂ) habedRagaiTRdathk s dystem brlngs the
cargo-si ze | ong positions have already been dr essed

posm_(ﬁi g?rgg Lo g%dmh erﬁet%?ﬁsglgfggné ?BQf?ox“f‘{oztﬁe %g%%t’s first-nearby

V|ng ong pOS|t

mont]? ﬁg&ﬁg} %S %,%n dl : k%)tnal éc&qngts esggSI Hﬁeg{nq%r p05180ns are then

ge | on 0Si t i 0
adjusteg to o?fset the e?djlg)stment to its %rst—nearby month position by adding a short position

equal to the long position added to the participant’s first-nearby month position. Step 228. The
database and ranking are updated to reflect the adjustments to the participant’s positions and to
identify the position as having been applied to the matching process so it is treated only once.
Step 230.

[0050] As with the matching of cargo-sized long positions, the matching of cargo-size
short positions is repeated until all cargo-size short positions are matched, each with a long

position of successively smaller size.
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identified in the database). Step 224. As with other
determ nations, the systemof the present enbodi nent
WO 200do6d394 sel ects one of potentially multiple BERESHIZE19164

positions, although other nethodologies are within

the scope of the present invention. [0049] Once the

position (and participant) has been identified, the

system brings the position to cargo-size by adding

the necessary long position to the participant's :
[0051] T St - N@AERIhe sFEBintIcROBIitds ditre St adafiondlnargmsikeshort positions in

participant's second-nearby nonth positions are then ‘

. h : , . = cargo.

the ﬁ@&g%fog Gndrfh ggépgz?tzg, JE??%QQ’I‘EW 16 Serblodt il FMaifi8@168 than cargo

ont’ osition c h posi tion ~equa
size St PREmBES oS S8 E el S BRE OB AT o s of ways and

and ranking are_updated to reflect the adjustnents to.
in any Redepdhe Piepiph sbedigat Hish B%ANAAES fge mﬁ‘ﬂ'@rﬂ'{df teripgnes whether there
posi tion as having been applied to the matching L
are apy oeashesidessttharscargesize thngrpoyitions Step Zt2e g1 s@the ¢mpodong position is
As with the matching of cargo-sized | ong positions,

taker! t0 €.efBByCAUdRG t0thEAfs@BedbY tonthsusitiopasTthd market articipant (as identified
repeated until all cargo-size short positions are

i Ak thbict B B8 onPOSHok Rfalah sBEES BRIpéRIlohg position.
mth%ﬁlgérjass}%?g% T4V 5004, 088384 PCT! USS003/ 019164 ©F

Step é‘%?ﬂ chH_tuI%th%lP \Gith Xﬁalg&s’}%g%gﬁ?ggﬁ n}tﬁ?{agxﬁi@fptgﬂggsecond-nearby month

go- ST ze "ons™ I

positiagripodebPY B HrRgorie sl zs ForSap e ASRA1S uictirseacarby

first-nearby nonth positions. Although this can ge
month phsitioedhérebyaeifsetingiha shesbrdded ipipdirdinppartyhognip. Biepepo. The
the present enbodi ment first exam nes the ranking and
procadeiceprimeshvthe staps totirergehe anmatghed, laspriltapivero-sizspaskipns to zero.
cargo-size long positions. Step 232. If so, the open
[0053]0NT PQSé:t] the system beikgaryorez@inindynmatdhedg ldso tHah @argo-size short
first-nearby nonth position of the market participant

positlodS 1d &%‘; Tlglb glii%)rb&s& Bengetvah asesydnhiavhiideNRy Suél gesitions by

position rt equal "in size’to the open |ong
can i e F SR 9%, it s
to the first-nearby month position of the participant having the identified short position a long
position equal in size to the short position. Step 240. As with the unmatched longs, the system
must offset changes to the first-nearby month position with changes to the participant’s second-
nearby month position. Consequently, the system then adds to the participant’s second-nearby
month position a short equal in size to the long position added in the first-nearby month position.

Step 242. In essence, the zeroed out first-nearby month position is carried over to the second-

nearby month. Once the system has brought all unmatched short positioné to zero, the process is

deemed complete.
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position is adjusted by adding a | ong position equa

in size to the short added to the first-nearby nonth
wEominesssd thereby offsetting the short added PaT/Uk®03/019164

first-nearby nonth. Step 236. The process |oops

t hrough the steps to bring the unmatched, |ess than

cargo-si ze positions to zero. [0052] Next, the system

bri ngs any renai ni ng unmat ched, |ess than cargo-size

short positions to zero. This subprocess beings wth

he sys I8 8Pdvel ¥djREmRRMY nSadeho RPaiticipans’ Ast-nearb th position
[Oosgxam' ni%gﬁ?%e rar?ki r%g. Step 238(.) ?f 1such a pogieetlri %rr]non P °

(whe )éi: E{Jgg]lgtg Eg’f?giﬁ% fc{?el% iopﬁscg%‘éoé#i?%)za% Serky bt 1305 hot e |fqgﬁicipan‘[’s

poSI he participa avi

the identified short .position | on 0si tion equal .
seconhnogF BemOB ISRV hiFoamopo eSS D e e i gfletting are
unmat ched | ongs, the system nust offset changes to .
withiniee $cope vf theardsyntripyrotioposits prgsant embedimek dhe priger the positions
partici pant's second- nearby nonth position.
that 160 PeREaCIEhynghbhe aslds tooon subeactaftos dng FidseNearby Month position will be
partici pant's second-nearby nonth position a short
at thEBUA Sdifleriéd Pric® AB&itibRNE), BRSdtire CRAEashdule Wilg offset any positions
rirst-nearby nonth position. Step 242. In essence,
o 7o ut fi ) e . . _
added o EREe® b bl eS8y AL Do 4wl Bfciftnc with an
br ought | ,unnpt ched. shor.t sitions to zerQq. t
oppoicsdond NeatiIBG REGHBR S 610 3o BT oI ReHR e Al tothe
__PCT/ Us2003/ 019164 [0053]  As not ed agﬁéﬁ, ag%ushqynts .
differengiebetween Padina Sgilsment Frigesnd therrigahiek (oI5 pPreciated by
(whet her bringing a position to zero or to cargo-sjzeg
thoseaskélledifih skt arh yalchlatigg thetpoice frethiamannsigwntels using the Final Settlement
second- near by nonth position. Wile various mechani sns
Pricef 08 SfdaRahdad haghs bedefobf seibling utares markdt iparticifaatssthe ppportunity to
of the present invention, in the present enbodi nent,

cons@lﬁt@#dsﬁﬁ)n@fwiﬁﬁﬁt Rpabirk Qﬁ&lan%ﬂﬁgtcoﬁlhﬁ)dﬁytpﬁb%(oﬁen referred to in the
ear

nghouse adds to or subtracts from any

First-Near 1ROk ' irell §oripdast lidati

RO 1 T R 1 o cotain
Cl earinghouse will offset any positions added to or

and 13pRIPgct ed from the First-Nearby futures position of

t he market participant with an o site Second-Nearb

[0054]ut ur eslnp?éf@mareoqmwuéau%uth%qlweg Whep 3 ustie %\P?)‘waénys first-
equal to the

nearbquonth position is not the final settlement price as describe above, but rather is based on a

basket of commodities or grades of a commodities, or a formula, algorithm, moving average,
weighted average, simple average and the like of a commodity, basket of commodities or grades
of commodity.

[0055] Once the open pdsitions have been matched or taken to zero or to cargo-size, as
the case may be, physical delivery is effeétuated according to the terms and conditions of a A
prevailing physical market contract, as required by the terms and conditions of the futures

contract. Alternatively, the terms and conditions of the futures contract itself may specify how
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di fference between the Final Settlement Price and the
Spread Index. As will be appreciated by those skilled
WO poottles3st t, cal cul ating the price in this manPEr/PS2003/019164
nanely, using the Final Settlenent Price and Spread

I ndex, has the benefit of enabling futures market
participants the opportunity to consolidate positions
wi t hout exposure to changi ng commodity prices (often
referred to in the trading vernacular as flat price

oy b P P o AFHEP R S pRAY bR matched i of
pmioggw?a?adtl@%ﬁﬁtgtapsgp%‘gec @%Eﬁ&orﬁr@g@r‘ ﬁé‘%%&? by gihichtop short pgticipant is

final settlenent price as describe above, but rather .
oblightsd badaliven ancithe Bongqetrticipant enohdigiatedde take agpeagesizenthysical delivery.
commodities, or a fornmula, algorithm noving average,
[00541ei ght € siaxed Bgendesitoq tharotkeragaching netiedoldgiesafiayebe used while
commodi ty, basket of commodities or grades of

stayir%\ggﬁgi&hé/ scop8 BP e friteht inDEntRAC FoP Ofdnipl01athBAMEn tbﬁhigﬂng the positions

or aken to zero or to cargo-si ze, as

case be hysi cal .delii.very:i cl: o :
ond sigdegpariy e PRRY RO SHNARY 80 BRIRYHEMAEe postiqns, e matching
physi cal market coptract, cias required, by the .I;L.errrs gtnd
couldsvandqrs 9§ Pesudpian ed oo AR ABET TG (Ee-PRpigay fpectng any one
the terns and conditions of the futures contragct )
or mart setetiansugh gp drise Withiwa astarpaoouisssd 3ulh cargo, will be matched, with
PCT/ US2003/ 019164 physical delivery is to be
any f@fifee eiatetting beihg ratdoay). Rortbismotdeviilerihe erabodimgui ofdigures 2a and 2b
each matched pair of participants to enter into a

first RABRdsHafz Y S10ag IpobidbHe hllera a8 tehdotimdiys mhay Ghst hiwtchsdangd-size short
participant is obligated to deliver and the | ong

posit@@%..t fncdtﬁél%ﬁmtﬂ@glggfﬂt%,%ﬁéﬁ@gﬁ QirfefKSp RatiRd BQuifdniedtAbBASi&ials at the

ivery. oul d be understood that other

.mat chi hodol 0gj es ] : [ :
loadify by AR ALag 0 PleRu o S SF Ryt £ sinbleDbh W matehing of
exampl e, rathe han ordering. the posijtions nd.. .
slteria RROMU PP ety BoGR e TRy S P b linls Proske P tigiaaps for
on the size of the positions, the matchi ng cqul d be
purpasanelaehisvingseerige-rign gosiion Ibaahpngmbadimeit,particippyts could express a
(e.g., positions neeting any one .
desire to have their positions aggregated when the system matches positions, and the contract

could guarantee physical delivery using any of a number of operating procedures, including

those described herein and partial forward contracts. Additionally, participants’ position could

be matched based, at least in part, on other factors specified by the participants, such as desired
port of delivery.

| [0057] Having described the process of the present embodiment in generic terms, specific

illustrative examples will now be discussed. For purposes of the present example, after contract

expiry of the First-Nearby mbnth, there is one market participant with a cargo-size (in this

example, 600 10ts/600,000 barrel) long futures position, and two market participants with short
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or nore criteria, such as those within a certain
percentage of full cargo, wll be matched, with any
wo eoottles3ssrat chi ng bei ng randon). Furthernore, REI/US20031€19164
enbodi nent of figures 2a and 2b first matches
cargo-si ze long positions, alternate enbodi nents may
first match cargo-size short positions. In other
enbodi ments, al though current operating
requi renents/constraints at the |[|oading ports do not
allo | & I es e et gqlot: ;
futurds pGiftoRY o A Sy PRI o D0 STBE APIA HRS Sk bR will have
aggregatj.ng. positions of nul.ti mar ket parti Gl t
200 19 Erav Yok mwtBiire shorty adeebioghAEpS o 3f e glifhd Shtement
such an enbodi nent, participants could express a :
Pricegithsicby bringing\ike posétion tp eaigoisiziss Saglyfietraealy wpavh adjastment will be
system mat ches positions, and the contract could
offseObysdiite20(pPacohd-Nearts] horeth Yutusek iangaty thef paticipaitéy position. The
operating procedures, including those described

priceREHR! SbcBRINRANy furdsQb NI dEDMIT BChs diffdlelidel tebdddnthe Final
particli pants' position could be nmatched based; at

st TPl DL SRS, BRI G st i

[ 0057]. Havi.ng, descri t he cess of the .prese
markeh SRR Y G RGP LoD dPGnE SES Prgton {eeR e fpe00 barre
exanples will now be discussed._ For purpaoses_ of the ...
physigaledstineryezempheanarket particpag paiithe %rwpﬁly‘{)ogfloi fhart futures position.
First-Nearby nonth, there is one market Barti ci pant i
[0058% t h a Addifonadlyzthe(markétpagicipeatimving $030D detshe dutoe will have its
barrel) long futures position, and two market
First-DREfbyGuRtaet fosiionftedlted to zeld atlik BOANSEA8A8HL Price, and have an offsetting
PCT/ US2003/ 019164 futures positions of 400 and 200

168l dedTiB ahdPSedofli-NedFti B i ROSH thé @iffe
200 l\l?mpﬁt}ﬂ%ﬂt%@z&%%%%%ﬁgpgedot? Fir s? iy Near bywno ntrﬁﬂ?tlrft Lr e erenee

betw%glt%% Eﬁ%g ?eqﬂﬁ%xgnttﬂ}f‘cie fand ﬁ%’y . O Inddx. tlt]‘ﬁ 85%59@41 d_eliver¥ results for this

I'’ce, there ringing t ositionto
cargo-si ze. Such first-nearby nonth adjustnment will be
markgfRE@HPa- addi ng 200 Second- Nearby month futures | ongs
to that participant's position. The ri

{ , ce of the
[005%e c ond-INeaThefiments Where PesiHenIMaL be Fgr g%%ie’tﬂ?%posmons of the two short
di fference between the Final Settlenent Price and the
markSraeapdntigee., thosg sborafllets audy200dets) arellogieally agigrggated and matched
result, wth the . x
against the cargo-size long position of the long market participant.
[0060] Another, more detailed, illustrative example assumes a First-Nearby Final
Settlement Price of $30.00, a Spread Index = $.50 (specified as a premium to First-Nearby
Month Final Settlement Price) and Second-Nearby Calculated Price = $29.50.
[0061] The example further assumes that, as determined on Matching Day (after the
consolidation deadline), the open first-nearby month positions are as follows:

[0062] Matching Day Open Interest = 1,200 lots

[0063] One futures long (participant A) with 1,200 lot position
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mar ket participant with the original 600 |ot |ong

futures position receiving a 600,000 barrel physical
wa@ledouwessys from t he market participant wth thePOF/Usinz019164

400 |l ot short futures position. [0058] Additionally,

the market participant having the 200 | ot short

futures will have its First-Nearby futures position

reduced to zero at the Final Settlenent Price, and

have an offsetti ng 200 | ot short futures position

0060950y Uy A B TRl s -
500 15%5&40&3 fl‘e ?Ewﬁgt"s{w%r%h'l erﬁdfﬁéﬁlimgﬁeth' )

positions may be aggregated, the positions of th

[006hor t Timﬂmre@@}eag@glwm gajchexB’s QQQde %QH@P@ C4§)60(P ’c% ghort with
and 200 lots) are logically aggregated and matched

the 1,20@10136ngd ¢feA tacreate siva physical cpgedst iU fofuresieng amers into physical
mar ket participant. [0060] Another, nore detail ed,

| |c dctih i SHAPR] Ry NostHIRE H‘Eiﬂrﬁde M&bﬁ&adt’ﬂmkibed below, a BFO
forwdrh erreglt Price of 530 00, a Spread Index = $.50

f
o NI A Wt i v

$29. 50 Q e_ex ef r assunes that, as
Ofth‘?ﬁ:tngﬁi‘@ﬁ‘ég‘fgﬁ’lwggﬁp %ts(é; cg ‘the consolidation
deadline), the open first-nearby nonth _positians
[0066ds f ol IA%erd 1{1@1%*5? changehinTy %@Haqf eé?PSmoﬁs é‘é)b’ts) asa
| ots [0063] One futures Iong partl ci pant_ A) th
resultlof2fiiching apasifoliovs (wigrens J0ndicgesdwy position and a “+” indicates a long
PCT/ US2003/ 019164 [0064] Four short futures
positioRpr ticipants B, C, D and E) with the follow ng
positions: B = 500 lots, C =400 lots, D = 200 |ots,

[006’)32‘1 E =3 100 0b 45t-NERB6 5 $T0160 FUDDSesordeaby 8l ER9sss;
ches B's 500 ot short - and Cs 400 |ot short with

[006§ghe 1, 200 1eh rF'irQ{‘ﬁea%YAt $30.60 £308 s%&%dmé’a%bﬁad $29.50;

argoes. The futures fong enters into physical .
o012 Gy DA B SUGOEL ] Sy 55588

[0070] E =+ 100 First-Nearby at $30.00 - 100 Second-Nearby at $29.50.

[0071] Accordingly, the final net result to the physical positions of the market

| participants are as follows:

[0072] Participant A receives one 600,000 barrel cargo from B; and
[0073] Participant A receives one 600,000 barrel cargo from C.
[0074] As noted above, many commodities; including those that load on large, ocean-

going vessels, such as any of the global benchmark crude oil grades, are within the scope of the
present invention. In one such embodiment that will now be discussed (referred herein as the
North Sea Light (NSL) Confract), operates similar to the foregoing embodiment. In general, the

Futures Clearinghouse identifies all market participants with open First-Nearby futures positions
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forward contracts pursuant to the terns and conditions
of term 12. Cuaranteed Physical Delivery of the
w@oovesssd with futures short partici pants B apdI/gS2003/019164

[ 0066] Accordingly, the changes in market partici pant

futures positions (in lots) as a result of matching

are as follows (where a "-" indicates short position

and a "+" indicates a long position): [0067] B = -

100 First-Nearby at, $30.00 + 100 Second- Near by at
remaifiiP- 3R a spAIGE] do§ and tinR) Bndiank thdNe by bysitidn $36). Vhe Putdft

econd- Near by at $29.50; [0069] D = + 200

S
Cleargfﬁg&fsgol\lﬁ' rak?i)é t@’glibﬁ%gtoﬁ%l ;aélt?cf_%gg g%ggﬁg;ﬁ%gg@goﬁfst%rb@%omh futures

...oecond- Near by at $29. 50, 007 ' VI
positipgy 3 op £5 CHaRa e e EIb TS ozt SQRERob irf € present
mar ket partici antaj a{,e as follows: [0072]
embo%qn,tqu}giﬁﬁntqu.p%zg@p dsliy#®- 600, 000 barrel cargo from
B; and [0073] Participant A receives one 600, 000
[0075Bar r el I€am gobalanceranaipObstuwrenthe momber efspbifiedreargo-size futures longs
commodities; including those that |oad on | arge,
and sitGathe TNIBYClatsgonse $ilbmath thaynatdet pdrdcighmbaith the largest
benchmark crude oil grades, are within the scope of

offsetﬁﬁ? fes?ﬂ?aﬁ%ﬁfgoi-sﬁ'%edﬂeh %urels;}o@i'ﬁﬁn SR P%@@N@&rﬂ? Riorithalf the largest less
W erred herein as e

now be di scussed (re t North
Sea Light . i .
than 5D PR et of i ARk e R o Bulu8 Exchange will

Cl. earinghouse identifi. | I rket participants w.th .
randopiEprEPSE ks Bjex R pepRTIoRL EEiea B Belion wil be
PCT/ US2003/ 019164 . remaining after a specified day and
increaspdrto, cangrisiza i Phydeal BPUYBE ti on si ze. The Futures
Cl eari nghouse will add to/subtract fromall open |ess
[0076] han caVha &l caegd-sizs tonle andshavtsthakie besrumaishedgysthe Fyhes
to the extent required to neet all cargo-size
ClearRBhige ttooptssicahdetivedynall Fgnginiag @pen Fastddetirbepdsitiens will be taken to

. guar ant eed physical delivery.
zero. Again, the Futures Clearinghouse will offset any lots added or subtracted in the First-
Nearby Month futures position of the market participant, with an opposite Second-Nearby Month
futures position of equal size.
[0077] All market participants will be informed by the Futures Clearinghouse of changes
to their positions and their delivery obligations by a set time.
[0078] The grades acceptable for physical delivery for the exemplary NSL contract, their
loading terminals, and quality differentials are Brent/Sullom Voe in the United Kingdom;
Forties/Hound Point in the United Kingdom at par; and Oseberg/Sture in Norway at par.
[0079] Out of these grades, Brent is the marker BFO crude. Quality differentials

between Brent and the other acceptable grades may be modified by the Futures Exchange from

time to time to reflect changing crude qualities and market conditions, with “par” representing no
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[0075] If an inbal ance remai ns between the nunber of

gualified cargo-size futures longs and shorts, the
wo-au0ess84Ll eari nghouse will match the nmarket PCT/US2003/019164

participant with the largest offsetting |ess than

cargo-si ze open futures position in the First-Nearby

month. |f the largest |less than cargo size position

is held by nore than one market participant, the

Fut ures Exchange will randomy, or through sone other

premg.glP bi E8&Hn Qﬁ’éj&glﬂzgxé» of 3G R R Br a2 16 P NASkE! Qe "Wdrlillustration

i ncreased to cargo-size for physical delivery.

pande R R RN B A S S o e

elivery, all_ remaining open First.- rby positi.d ”
of phygiegl dplivery L mall bg dinked taghe ﬁ?ﬂf[aﬁélzgﬁ{fpg@%swa} ¢BFO) forward
Cl earinghouse will offset any |ots added or subtracted

contraa, dltheugh pgier cawt@mrtyymaydretused. uFunttesmprss in drotegfativh embodiment
mar ket participant, with an opposite Second- Near by

wherdRtiaderd vihp e6Sniddiy id Opetdicweg pridust Arl ofl, JONG] ethidol, fertilizer, or
mar ket participants will be inforned by the Futures

' f - | 8 iph{9EH dalikebry ik of th
other FoF AN 3 Gad on 1FBAREan-EClnk DELSEISDOS LY ROS A8 BoinS of the

o S FPATR S B pREYBAGF L P e S b ot D

differentials are Brent/ Sullom Voe in the United
contrg§tngdom  Forti es/ Hound Point in the United Ki ngdom at
par; and Oseberg/ Sture in_Norway at par. [0079] Qut of
[008G]hese dn&lrerresapi embodiment; N Staeateq-sizrcytures éhqrt(@]}aﬁthliﬂ by the
differentials between Brent and the other acceptable
Futurgs @tbasngiaypsbforphgsital edlivary hives thatright® declehathggrddedeorbe delivered.
time totinme to reflect changing crude qualities and

The NSV Keﬁrgoié% dirfubedN6ng (¥ Hab thelddht t6 @geesiaatienmanity2F ci@e loaded within
2004/ 068384 PCT/ US2003/ 019164 prem um or di scount for

an anjdifit, 46 é.I}—“(or e, l%ge ?erp&_h{ HOW BF Y &6 pdcdneMBhYSEnt with the

crude. stration ‘purpdses, the commodity in

o AT b ARG (st
barrelts?. h}? in%lt)a Qn%ae rb%‘ir\%e%g e a?crtlltlal Q/Q%?Iilecl%!adeqo%l:t é)tan?i(gl‘r, \angcumented on the
Bill of Lading, and 600,000 barrel standard, may be cash settled at the NSL Final Settlement
Price within a set period, such as five (5) business days of Bill of Lading date.

[0081] Each terminal imposes operational constraints that require large, ocean-going
vessels load a minimum volume of crude (approximately 600,000 barrels). The NSL
consolidation process gives market participants until 12:00 PM noon EST on Matching Day, to
exchange their futures position for a physical position in the forward cash partial cargo or full
cargo market, swap matket, options market, and the like.

[0082] The Futures Clearinghouée will continue to require margin payments from market

participants with open First-Nearby futures positions remaining beyond 12:00 PM EST time on
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contract, although other contracts may be used.

Furthernore, in an alternative enbodi nent where the
waieeenbsssyg comopdity is a petrol eum product, PORUSINNGQ19164

LNG, ethanol, fertilizer, or other comobdity that

| oads on | arge, ocean-going vessels, the physica

delivery terns of the futures contract would be

nodi fied to conply with the industry standard forward

physical contract. [0080] In the present enbodi nent,

Matcgﬁ{g 19 A gc%dc\jelz the fol Whfag ?ﬁl%rcu‘rﬁﬂod'i‘?t SRR the Futures Exchange.

earlng ouse or physi ca dellvery have

ht. to dec to b
Mergin g S ST Lo BHGTE] e ERacE MR %%?ﬁ@fes
the quantity of crude | oaded wthin__an anDunt for
Exchengenplhen operepqsétions ar mo'es frma theafiigstdiagey Meptbdn ﬂ&g%econd'Neabe
consistent with the prevailing physical contract),
Monthher BleapeitindnGied oD aantedphysica clelivery, when the Futures Exchange
(594, 000- 606, 000 barrels). Any inbal ance between the

recei@ist ddafir{ i Rorh PREAaeRed Merke ipar@sthaogllioBlifaeidnolitave been
t Bill of Lading, and 600,000 barrel standard, may

fulﬁlek,)\,, AsNne & Is of t}?et é)&l{}gct gﬂﬂ?@'e wilkl 8RR 2. Physt@l Delivery of the

'h a set perio suc (5) business ‘days of

Bi | a [ 0081] Each term nal i nposes
n@t?é?’&’t%’&oé q“' gr?g@.yﬁ] nts that require |arge,

ocean vessel s load a m ni mum.vol u

[0083appr o%‘ pEes Eohangd “BlélgFléqr§5’t ﬁ{ggowlgllgrﬁSf pr1c1ng 1ndexes, or other
consol i dation process gives market participants unti|

indextR borkfieh] tomarkEsartinipheis thinaef daily priciag bepelHeailj@ecedsf commercials
futures position for a physical position in the

and HoArosaiaerciakiin paridusaime a0@e amund thd worddir Foeseamdiests, wiape no effect
mar ket, options narket, and the like. [0082] The

onthgldkééﬁﬁﬁxaﬂﬁéﬁhggiﬂgps%ﬁleﬂént G@Ntinue to require margin
paynents from mar ket part| ci pants with open

o e A SR R e
et B S B B S Bt R0 e

oos e 910 e LeTept z“@'phtn%@: o b0 s
Exchange, referred to as NSL Lightwave 2 (or NSL Line 2 Lightwave);

[0086] Average price each day of all First-Nearby trades executed on the Futures
Exchange during a set mid-day time range, such as 12:29 PM - 12:30 PM EST, referred to as
NSL Middex 1 (or NSL Line 1 One-Minute Mid-day Index); and

[0087] Average price each day of all First-Nearby trades executed on the Futures
Exchange during a set mid-day time range, such as 12:25 PM - 12:30 PM EST, referred to as
NSL Middex 5 (or NSL Line 1 Five-Minute Mid-day Index).

[0088] Although it is to be understood that the specific terms and conditions of the

contract will vary depending on numerous factors, including for example, the specific
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Exchange, when open positions are noved fromthe
First-Nearby Month to the Second-Nearby Month, or
WO ed0e@6s384 i N i nstances of guaranteed physical PBel/Usmoy919164
when the Futures Exchange receives confirmation from
bot h mat ched mar ket participants that all obligations
have been fulfilled under the ternms of the contract
(for exanple, under Section 12. Physical Delivery of
the exenplary NSL Contract, below). [0083] The
comrﬁbﬁig_f 71 &LERRRIRe Wil dwife BRI bfplabetchab e \¢dadithéak of the NSL contract
[

pricing 1 ndexes, or other indexes beneficial to
mar ket rti cipa 3 [ L :

of tnh B SyiraP oo Sy it iy BRRGIR b different
tine zaones aroynd the world. These indices w ll hav .

termsgnderondiiions GHYDS é“liié‘t‘deff’rﬁf#’ra?lﬁ‘iﬁpﬁ%Yaft%é PfER S discloSed herein.
settlenment price. [0084] Daily aver age price. of all

[008% r st - Nbdicope:t Fhaiprevisioas of tgsomlastshalFapnly Esalbsemigtjdought or sold
referred to as NSL Lightwave 1 (or NSL Line 1

on the iFghirseRechan g8 Mortbdeh V.ight ENaGECprde¢dl.of al |

Second- Near by trades executed on the Futures

[009@XC hange R&r&ERES @ddt Oi1as FdSthe utfdsvaltisZoptractNNorh Sea Light
Li ghtwave); [0086] Average price each day of al

Fiv st - Nea r ; . HAGR .
Sweef Sfru&e O El%gl l;r% %ﬁggc)l/ Eﬁt(zl?ﬁn%&tﬁ% &%y&fb%m%%ﬂhﬁ@em@i% ?/I 48Rl phase in

ring-a s range, such as 12:29
12:30 PM EST, referred t.o as, NSL M ddex. .
sty eprebe R raip Wi o FRsiins h s g Aplgpperic ressure

price each day of all First-Near trades exe d.on .

after ppssimehiough sm@@@wswgéﬁrt&ﬂ%e%@niiyonm%&awﬁﬁ %@%ﬂﬂﬁ‘é by weight.
such as 12:25 PM - 12:30 PM EST, referred to as NSL

[009NI ddex BoitloSeBight Sweet Crifle, Qilishallireferip grusigpil of sagapnt cargo export
[0088] Although it is to be understood that the

qualiBPRE édsel detinversy ans@rapendd téromsml afstdllhdonsasrfolaws: (A) Brent at Sullom
vary dependi ng on nunerous factors, including for

Voe 2488 Phfted m%d%ﬁﬁ‘ ng FértiéLat\ Mo APifa8 #8AUnited Kingdom; and (C) Oseberg
PCT/ US2003/ 01916 comodi ty and exchange, the

I w’p are exenplary ternms and conditions of the
at St‘k%ll_]l1 contér;"’éct

[0092] 3. Grade and Quality Specifications: North Sea Light Crude Oil meeting the

following specifications and designations shall be deliverable in satisfaction of futures contract
delivery obligations under this rule: (A) Brent Crude Oil; (B) Forties Crude Oil (Deliverable at
Par); and (C) Oseberg Crude Oil (Deliverable at Par).

[0093] Blends of these crude streams are only deliverable if such blends constitute the
terminal’s common stream shipment, which meets the grade and quality specifications for cargo
export. “Deliverable at Par” refers to no premium or discount for delivering substitute grade for
Brent marker.

[0094] 4. Definitions: For the purpose of the contract of this embodiment, the following

terms shall have the meanings set forth below:
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of the present enbodi ment. The follow ng twelve terns
are nerely illustrative, as different terns and
wa@eoudioss3ehs may be utilized to effectuate the REr/US83/019164

processes di scl osed herein. [0089] 1. Scope: The

provi sions of these rules shall apply to all contracts

bought or sold on the Futures Exchange for North Sea

Li ght (NSL) Crude G I. [0090] 2. Reference Crude Ol s:

For the purpose of this contract, "North Sea Light

[oooR"eet %%gﬁ 3 @t %5110%9 8f 23 bgivitetht R Pergalfordorietlcd f&f temperature to 60

ydr ocar at exist in a liquid phase in

d naﬁ:éﬁxal %,occurri ng underground reservoirs and remains
egraey FArenidiby state at atrmospheric pressure after

assi ng_t hrough sur e separatipng facilities d .. ..
100980t a1 SR Gop B VB bR oot R it which trading is
North Sea Light Sweet Crude G| shall refer to crude
beingirdnsadtedur r ent cargo export quality for vessel
delivery at storage and term nal installations as
[oogaol | owsSechAd-NaaghytMatith She hamth Mueediatetyhfollowingstie First-Nearby
i ngdom (B) Forties at Hound Point in the United
Mom? ngdom and (C) Gseberg at Sture in Norway. [0092]
? Grade and Quality Specifications: North Sea Light
ude Q N l | i ] i O] .
10098Fe 7 gnak Phmg T Sareh PR R AR ERER o hORBa 0pintes of
futures contract. deliver bl i gati ons der t.hi
wadipg rdhe g FEFEFarty GRRBUT Soray! ParEY. e &y jeflement (TAS),
(Deliverable at Par); and (C) GCseberg Cruyde QO | .
EFP, (HBS, By 6) sl B Eavolmaes shafldogaplugediian toe “ieré’il&‘é‘ 4Ftage price. The
streans are only deliverable if such blends constitute,
Futueh Exclizngerisind] publish thediing SetkmeshPpeewithingpprxineelys30 minutes from
the grade and quality specifications for cargo
the cR¥REHel], oiDRkilase dapdfraiing®dht Fired SesletnentPriqershail benesd for purposes
di scount for delivering substitute grade for Brent
: 094] 4. Definitions: For the purpose of the
Ofphg%%%q%gérgf this enbodinent,-the followng terns

[009%]882} ogggﬁ ﬁ%@ﬁ%@og%%e}%%%%&gg@@f AVboradiddirst-Nearby/Second-

Nearby spread transactions (a purchase in one of the two months executed simultaneously with a

sale of equal volume in the other month) executed on the exchange floor during the final 30°

minutes of trading on expiration day.

[00100] 5. Contract Value: The contract value shall be the settlement price multiplied by
1,000.
[00101] 6. Contract Months: Trading shall be conducted in contracts in such months as

shall be determined by the Futures Exchange. Trading in the contract month shall commence on

the day fixed by resolution of the Futures Exchange.
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[0095] Barrel: 42 gallons of 231 cubic inches per

gallon corrected for tenperature to 60 degrees
wo-amoes3ei t; [ 0096] First-Nearby Month (ExpiryP®bnsiops/o19164

the nost recent nonth for which trading is being

transacted; [0097] Second-Nearby Month: the nonth

i mredi ately follow ng the First-Nearby Mnth; [0098]

NSL Final Settlenment Price: the weighted average of

the final 30 mnutes of trading in the spot

[00162) ST - Neapdaes BB PACOFIUERBEGIRE Prie¥PiHall Hé@dote&'ﬁ@d]i.gl doBhrs and cents
Sett |l ement (TAS) EFP, EFS, EFO and EFF vol unes shall

e B ML L B SN 1B T s
AL N T Ak R T ——

Settlenent Price shall be used for purposes of .

[001@Hysi cal. Tading doprs: | BugdjuksExeiange shal mige e trading hours for the
wei ght ed- average of all bona fide First-Nearby/ Second-

conthetar by spread transactions (a purchase in one of the
two nont hs executed sinultaneously with a sale of

[0016Aual Vol Tdminafioh e TRING: TR Hullre§EREhHnge sitill seh®date each month
exchange fToor during the final 30 mnutes of trading

0 L@t 4.an r : ;
wherl e PR e ppE s day XD BG bt Urd chltidar day prior o
nmul tiplj,ed 1, 000...[,0Q101] .6. nt Mont hs: sq .

the Sty R G Yoy 2n R e R oo PRI By, MO s gty 1
as shal] be determ ed(ﬁ%ﬁth? F turgs.Exc ange. .
LondpagaNey Y Atke Ab2 BEpksge radipmshallamd ope dpsiness day BHor torfhe twenty-third
day fixed by resolution of the Futures Exchange. 24 WO
calend@0ddy068384 PCT/ US2003/ 019164 [00102] 7. Prices and
Price Fluctuations: Prices shall be quoted in U S
[00108]! | ar s1(GiBkchanesf Futures for, or in Connection with Physical and the Exchange of

Futures for, or in Connection with Swaps, Options or Futures: Any exchange of futures for

physical (EFP), exchange of futures for swap (EFS), exchange of futures for option (EFO), or
exchange of futures for future (EFF) involving the North Sea Light Sweet Crude Oil futures
contract shall be governed rules of the Futures Exchange.

[00106] 11. Position Matching: All open NSL Longs and Shorts are given until a set time,
such as noon (12:00 PM EST) on Matching Day to bring positions to Cargo-Size (increments of
600 lots) or to zero (0 lotsj through Exchange for Physical, Exchange for Swap, Exchange for
Futures, or Exchange for Option transactions. The Futures Exchange will determine the
Matching Day each month, such as one business day after the expiry of the First-Nearby contract
(All NSL expiry and matching dates will be published by the Futures Exchange). Exchange
Clearing Members with open NSL Long and Short positions after contract expiry, shall inform

the Futures Clearinghouse of the aggregate open positions of each of its Market Pérticipants in
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per barrel. The m ninmum price fluctuation shall be
$.01 (1 cent) per barrel. The Futures Exchange shall
wa@ledaoe/06838€ any nmaxi mum price fluctuation or speCi/EB2003/019164

price fluctuation limts. [00103] 8. Trading Hours:
The Futures Exchange shall determ ne the tradi ng hours
for the contract. [00104] 9. Termination of Trading:
The Futures Exchange shall set a date each nonth when
tradi ng shall end, such as one business day before the

the deldty Yndrth byl aged thnelaticlisys:00 PRI ESD on ekgirf d435 (The #yineés
the delivery nonth. If the twenty-third cal endar day

Cleahﬁ% ulé’é‘%l'l‘ fRscngl (BSﬁiﬁlCa!r%bnSﬂz@ E@Wb]og ILEYanPS ortsqbr ?hysmal Delivery

tradi ng i neSs day prior

t 00105] 10. Exch
atasgPtn,gﬁ,\tl\%rpléé 1%210 ﬂglﬁl %gﬁ{?]end i'on with ]Physi cal Caﬁgg;Ehe
(00T 1 o i usnii ety sicg sIRs AN SRy e dp Risrieg pesullng from the

physical (EFP), exchange of futures for swap (EFS),
Futuex Elieanigghaisefnustelring plosessoyitlibe oy &rg) by tre Geneotl Zegyes 1d Conditions
futures for future (EFF) involving the North Sea Light

of thEprRehiliok pesidl ImdrkéteofBact,cuch aatShellBrbht Teetig ovgedtesht”, and the
rul es of the Futures Exchange. [00106] 11. Position

“Shefﬁﬁ@ F&ﬁﬂed 1990 RPREmBRLIL AR SA1ATBraNAsEsd &RRleddi¥ 8A 15 Day Terms”
until a set tine, such as noon (12:00 PM EST) on

with (Nglhg r'emen 486@%%&] ?%?%;’ ﬁﬁ@ orelzlg rF gﬁ[ ot ng)”, almo‘é%h other
Exchange for Ph Exchan e for

hysiEghaBacts G OHEhaanY BTGB SRV B e BREaieh %ﬂd approved by
Fut ures Exchange will determ ne the Matching

the Frimst(;leaninghonse wﬂ@wwp%@gsedsvnwdé@n@ﬁ@né %ﬁhrrysp@f:t to Guaranteed
the First-Nearby contract (Al NSL expiry and

Physival Rélivegy datehsd eargbesbe publ i shed by the Futures
Exchange). Exchange C earing Menbers with open NSL

[00108)ng andSEiiatitespherits have sheadbilety t6 dedli@Brerts Portigs of Oa¢Herg under the
inform the Futures C earinghouse of the aggregate

tenmomﬁegpgfomﬂg cohtrgach of its Market Participants in
WO 2004/ 068384 PCT/ US2003/ 019164

[00109] NSL futures longs have the ability to determine the loading volume, subject to the
1 per cent operational tolerance under the terms of the BFO forward contract. Any difference
between the actual delivery and standard cargo-size, currently 600,000 barrels, will be cash
settled at the NSL Final Settlement Price within a set period, such as five (5) business days from
the Bill of Lading date.

[00110] As will be appreciated, the foregoing NSL contract assures market participants
with cargo-size futures positions at contract expiry, a physical forward contract with a financially
secure counter-party, resulting in a reliable, transparent method for commercials to lock in price
protection, refinery supply, or production outlets, while enabling speculators, financial

institutions, and hedgers the ability to participate in the contract with relatively small positions,
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the delivery nonth by a set tinme, such as 5:00 PM EST
on expiry day. The Futures C earinghouse wll match
wa@bkdo4op8384 Car go- Si ze (600 | ot) Longs and Short BCT/082003/019164

Physical Delivery at a set tinme, such as 3:00 PM EST

on Matching Day. [00107] 12. Cuaranteed Physi cal

Delivery: Al physical deliveries resulting fromthe

Fut ures C eari nghouse matching process will be

governed by the General Terns and Conditions of the

[ s 39 1/00Y Bhigalk. FRihkBhore Bcade the contiactds bided bly the futures
Suc}l%%@ﬁ?ddggrt i }agl Agreenent”, and the "Shell UK Limted

1990 A nkin
clearghops B B H: chfact %o R Bp Pl SPBEARE aldiedif tdyling

Day BFO (Brent, Forties, Oseberg)", although other
requipsegiscad sepitiact s may be used. Any agreement between

the trading parties, and appro,veg,by .the Fut.lﬁres . bodiment
[001 1] ear i nYhieths inyentios hpebecadiesarived & ¢ pRCUGR yv1th certain embodiments

conditions with respect to CGuaranteed Physical .
therebE Miri@rsymodifichions ead ghestutipBeodE nidle theretorviighoyh denagting from th

have the ability to declare Brent, Forties or Oseberg " ‘

ird h thd E8Et Rivedtitn, B ihwmnven Hacaily aiobeed 062084d wi

Splmﬁ‘l@ﬁgéoﬁeur es Iiﬁgngs have the ability to determ ne the

refer%n%? gé Q)ggéﬁé)(f%sg %}chf‘#@iaﬁ%nté@f& NRistrdtiREénl¢ oM tRRSH AN should be

ran e terns of the BFO forward contract.
) Any di fference,. between th ' :
impogtih e pLpgeiunte Satpl el By bitEAYort dnd spread index used

be cash settled at the L Fipal .Sett]enent Pri.ce .
may b¢ adinsiectosessensially aay e, dgemed ?Pém?@‘ﬁ e FA Vil patching and
from the Bill of Ladin? date. [00110] As mﬁLI bﬁ’eﬁ1
otherasppss eciua asdyell arcthe ordsyof shgh Neps.demt Fadlarly be ghangedghg gpntracts may
participants wth cargo-size futures positions at
applyERiffaeit cxphoditiesandhys be alodiftadiartios centreapert {firminags change
financially secure counter-party, resulting in a .
restritBbrsab bmit FRRSMAR 6A¢ mERchpAltitipantao howdrai @iisgle oetsek KFurthermore,
in price protection, refinery supply, or production

altholggli %e?’{aﬁ‘{ AlplidR ;ﬁlg %E(Bedgﬁﬁé RS Werh QEseribbd BaB&Gh@performed by a

utions, gers the ability to participate

paﬁiluqmtelggty? O Bie gy;ciulé]ngreecllga&iinéﬁ&}éef’ﬁ@h RS hE AR Sroc&Rires may be

performed by other entities. Accordingly, the scope of the present invention is to be governed by

the claims appended hereto.
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WO 2004/ 068384 PCT/ US2003/ 019164 such as positions of
1,000 barrels. Furthernore, because the contract is
whaokeas3sy the futures clearinghouse, the preBenUS2003/019164
contract also has the benefit of satisfying audit and
banki ng requirenents and scrutiny. [00111] Wile the
i nventi on has been described in conjunction with
certain enbodi ments thereof, various nodifications
and substitutions can be nade thereto w thout
Ihg. fromthe spirit and scope of the present
Vthﬁ%@%%%%g%f The i nvention has only al so been descri bed
with reference to exanpl es, which are presented for
illTustration only,..and thus no limtation should be
i npose .Iﬁé%%wﬁpeﬁnﬁy'-lin1ting exanpl e, the

particul ar settl enent [ and .spre i hdex used

beguamnm@ophyawé%ﬁwmpa%ﬁr ﬁl%éfﬁyoalﬁﬁ{%‘?fd R icipants Bfting open

equitable; the time at which natching and other steps
first-nmchyr tima positibhs efsa parécudardige; aid such steps, may

simlarly be changed; the contracts may apply to

di thilghe additomsnodir silsteactions fram open fitinkirby tims posisions of market

extent export termnals change restrictions to permt

. rik&bhariadlbd sikpant to load on a single
pam{/{g%lgse .a@ééﬁ??ﬁgﬁfor e? al t hough certain functions and

procedures have been descri bed as being performed by a

pparti C“h?erma%h‘iﬁ‘glaﬁﬂ‘i%@?ertcbﬁpﬁﬁﬁ ange cl earinghouse,

Such functions and procedures may be perfornmed by

ot her enti.ties. Accordingl e : t :
RSt LR (bRl S RRERrliphls BT incarby tme
_hereto. 27 WD 2004/ 068384 ECT/ 8%003/ 019164 \What is
positiona WiBPPPestieDAFEIRS ¢ & BFFER '§F?¥E¥ far ant eei ng physi cal
delivery for future positions of market participants
havi ng open first-nearby tine pqsifions of a . . final
3parti cuTlemethed of glaim Aaiergin rgrtfseEig qoggises determining a fina

subtractions fromopen first-nearby tine positions of |
negeltiiment price and a spread index, and offsetting the additions to and subtractions from

1

the first-nearby time positions at a price equal to the difference between the final

‘settlement price and spread index.

4. The method of claim 3 wherein the final settlement price is a weighted aVerage of
all first-nearby time trades executed during a first predetermined period prior to market

closing on contract expiration day.
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participants that are | ess than the particul ar size.
2. The nethod of claim1 further conprising:

w@bdogm643841g additions to and subtractions fronmP@BUER®D3/019164
partici pants' open first-nearby tinme positions with
opposite positions in a second-nearby tine. 3. The
nmet hod of claim2 wherein the offsetting conprises
determining a final settlenent price and a spread
i ndex, and offsetting the additions to and

ubtractions fr t.he, first-near Ire. posi.tions at
5o oo TGt od Tttt whirpin BERLRY skreRF e v &% Bage of all bons
settlement price and spread index, 4.' The nethod of
oI AKlenlaSteaiPSECamdaner P cad NS HipRS repted dyring a second
wei ghted average of all first-nearby tine trades
ex prdeeumhed pagodiof trading o eahditaet exipiretionpdayi, wdhersin @ bonafide first-
mar ket closing on contract expiration day. 28 WO

2004drbp8eidad-nedrb\YSpRad traddfivh 15 a pliichaseinhdd dfthecligi-neafby time or
wherein the index spread is a wei ghted-average of all

boRA onfingbl ik xXBERED %ﬁﬁﬁtﬁﬁ%sl@%ﬂpy sa1PbL8¢fhal volume in another of

transactions executed during a Second predeterm ned

R Bt et EB: SRelPRA R R cr by sprend

transaction is a purchase in one of the first-nearby

i me or_, secqnd- nearby fi execut ed si pul.t aneousl. .
G th T4 BGPILy GGG R SRRSO BHRing G Aebitg day and time
first-nearby time or second-nearby tinme. 6. The nethod
of or Whigh the pdditiprs and sublracsiongyate $aad6! i shi ng a mat chi ng
day and tine on which the additions and subtractions
are made. 7. The nmethod of claim 11l further conprising
Trat chi nghé methodofichingd fadhénngnipnisingpnatehiog ifetpreslongs having the
with futures shorts. 8. The nethod of claim7 wherein
f upartieulhosigswhhvitogs shatpar ti cul ar size are first

8. The method of claim 7 wherein future longs having the particular size are first

matched with future shorts having the particular size.

9. The method of claim 7 wherein:
matching comprises matching a first participant’s future long position in the first-nearby
time equal to the particular size with a second participant’s future short position in the first-
nearby time an amount equal to less than the particular size, and
wherein making additions to and subtraction from comprises subtracting from the second
participant’s first-nearby time position a difference between the particular size and the amount,
and wherein offsetting comprises adding to the second participant’s second-nearby time position

the difference.
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matched with future shorts having the particul ar size.
9. The nethod of claim7 wherein: matching conprises
woaoalosssgs a first participant's future | ong poRCT/USIN03/M19164

the first-nearby tinme equal to the particular size

with a second participant's future short position in

the first- nearby tine an anount equal to |ess than

the particular size, and wherein nmaking additions to

and subtraction from conprises subtracting fromthe

second arti.cip "s first-nearby tine position a

Wifere Snl?&qgeogﬁhi‘??eaﬁg?ﬂncm ar size and the anmount,

and wherein offsetting qonpriges dding to the secggp

pardding fruihe second PaHisINERE BRFOR ﬁ%ﬂrEISEF’FiP&ﬁmOPH%at the difference

difference. 29 WD 2004/ 068384 PCT/US2003/019164 10.
betwbbe a fidthsetilenient bracenar@ adpecadiindexaddi ng to t he second

partici pant's second-nearby time position is at the

difference between a final settlenent price and a

gpread iThdaetholibf cH@ Inwhdéreit thé methadis fbr wieatieg anianet in futures

method is for creating a market in futures contracts

fo ' i | pab il aieli§ BO@000 barrels.

si g%&%{s%gﬁg%'sggﬂggﬁ% AR, GO MAAE Sb e

PCT/ US2003/ 019164 12. A nethod of guaranteeing

physi cal delivery for market participants having

cargo- size positions, the nethod conprising:

identifying open first-nearby tine positions, the open

first-nearby time positions including: a first nunber

of open cargo-size |ong positions; a second nunber of

open cargo-si ze short positions;
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| ess than cargo-size |long positions; and | ess than
cargo-si ze short positions; nmatching any open
W@ 200goesssxe | ong positions with any open car goPGI/E82003/019164
short positions; if the first nunber equals the
second nunber, then bringing remaining open
first-nearby tinme positions to zero; if the first
nunber is |less than the second nunber, then nmatching
unmat ched cargo-size short positions with | ess than
19281 go-s 'Azrﬁethﬁg 9{ @%géﬁtt%tﬁrg%p@;sldapﬁawgﬁr fol flaRQP bém_cg)ra]u;tsthgvmg cargo-

Ihcreasing t rgo-size long positi
car.go-si.ze | on osj tions.and adjusting a

sell %Bg%é%{Pbﬁle%?%o‘i PHEBMM of the 1ong partici pants;
and if the first nunber is gr,eattgr thap t he second ..
nuidsatifying@en fastaeriiy RGReLER, 188 PRTL LUst-pearpy e positions
positions with | ess than cargo-size short positions of

inchwliig:t partici pants, increasing the |[|ess than
cargo-si ze short positions to cargo-size short

posi t i 0ASirsdRmBEl dfdpen argo SeRAGEL Pitiony;, time position
of the short participants, thereby guaranteeing

physi ca ' ey jihlg- car go- si ze
first- nlég%géa %@%ﬁtp&ofs' t@ 1|rl géﬁ%&%?ts%t %%%68384

PCT/ US2 03{h019164 :L3.1 A 9 uts_egndsystemfor

aut omat 1¢H Fﬂ’zc%rg?fg&ei ikl r%&?nu’c ures contract position

of to uar ant ee physjcal delivery of a commobdity, the

syst em E&H5AR §H8G-S1Z55808 POSHBPRS: cormuni cati ons | i nks

receiving market participant position information, the
posiatching anpifopemeargedize AaapiisHtpns sethtany open F%?E‘Jéfzeéb@ﬁ positions;
first-nearby tinme |ong positions and open

f i ifshe fivanlnybdrieqeals tersecqpuisivmtengherobringing repragning open first-nearby
processors configured to: match open first-nearby tine

time 8RB oROBIAt@Ns first-nearby time short positions
|Pecei ved fromthe communication |inks; .

if the first number is less than the second number, then matching unmatched cargo-size
short positions with less than cargo-size long positions of long participants, increasing the less
than cargo-size long positions to cargo-size long positions and adjusting a second-nearby time
position of the long participants; and

if the first number is gfeater than the second number, then matching unmatched cargo-
size long positions with less than cargo-size short positions of short participants, increasing the
less than cargo-size short positions to cargo-size short positions and adjusting a second-nearby

time position of the short participants, thereby guaranteeing physical delivery to participants

having cargo-size first-nearby time positions.
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make additions to or subtractions from open

first-nearby tine positions less than a certain size;
wapa4aci3est mar ket partici pant second- near by tPeE®EUS2003/019164

positions based on the additions to or subtractions

fromopen first-nearby time positions. 14. The system

of claim 13 further conprising an el ectroni c database

in comunication with the processors, the database

storing market participant position information,

erein,adjusting market partigi . -nearb e
e o PP AR RS B S SRS RE N oractposition of o
nmet hod of recejying guarantee sical delivery of a
caglgﬁlia@?ez@‘yﬁ%{ doligFeriof aa:omlmfﬂﬂg@%éwﬁwww met hod
conprising: establishing an open first-nearby time )
f uoner & mporsicoinomnidaionylinkstretedving maglet ppbieipaniepasiitm information, the
first-nearby tine future position of a narket

positisdl ihfoginadod incAidéhgaittfficagon of epen fbyisdatta) tim@idegtpositions and open
contract based on the futures contract with the market

’ L fiiRaRbrt phbiiRombysi cal market contract resulting in
frst B B P o W 2004/ 068384 PCT/ US2003/ 019164
16. The (r;rg
fi P

thod of cl ai wherein the.open

Ig)r/octelssr%s %Oggligﬁeéﬁoi S a cargo- size position.
17. The nethod qQf clajm.15 wherein t ope . .\
11 st - raichypen fist BERbY gt 1PaE pauConsanieadpgims phagt positions
the method further conprising receiving an_adjustnment
t orecdigedbpem the eenmppigetign ik  position, the
adj ustnment and the open first-nearby tine position
equal i ngalke adlitipms $6 aesybtsctonsironi Sperifst-nesrby imefpositions less than a
claim 17 further conprising receiving an adjustnent to
a &eengze; Bg@r by tine position, the adjustnment to the
second-nearby tinme position offsetting the adjustnent

adjust market participant second-nearby time positions based on the additions to

or subtractions from open first-nearby time positions.

14. The system of claim 13 further comprising an electronic database in
communication with the processors, the database storing market participant position
information, wherein adjusting market participant second-nearby time positions includes

updating the database.

15. A method of receiving guaranteed physical delivery of a cargo-size position in a
futures contract, the method comprising:
establishing an open first-nearby time future position;
béing matched to an opposite open first-nearby time future position of a market
participant; and
entering into a physical market contract based on the futures contract with the market

participant, the physical market contract resulting in physical delivery.
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to the first-nearby tine position. 33

WO 2004/068384 PCT/US2003/019164

16. The method of claim 15 wherein the open first-nearby time position is a cargo-
size position.
17. The method of claim 15 wherein the open first-nearby time position is less than

cargo-size, the method further comprising receiving an adjustment to the open first-nearby time

position, the adjustment and the open first-nearby time position equaling a cargo-size position.

18. The method of claim 17 further comprising receiving an adjustment to a second-

nearby time position, the adjustment to the second-nearby time position offsetting the adjustment

to the first-nearby time position.
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