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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, WTI 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 referencing

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




contracts, all open long or short futures positions at

contract expiry are financially settled against | an

i ndex. Due largely to | oad-port term nal and vesse
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devel oped international marker crude oil contracts
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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.



2 [005] The mmjor unsol ved probl em futures exchanges

have faced in the past when trying to structure a

physi cal delivery contract for conmodities that | oad

in bulk, is developing a product that trades in lots

| arge enough to neet the m ni mumrequirenments of

producers, consuners, and hedgers, commonly referred

to as "comercials,” and small enough to appeal to a
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[005F | oor | Fhaunsjor onsatwed probixime fteres enchesgestwve faced in the past when trying

comercials."” A physical delivery contract ideally

to sribiake Qﬁ]ﬁgdaﬁaaﬁ% cORARS ftfcobrh duiGentmtloadinsbulia/ig developing a

non- co rcials. TO06] In addition to not providing
hysi.cal, del i ' . _ &

prod 315 S b e Phol kG RN Dby EASR AL APE s cucers,
ocean-goi ng vessels present, othegr difficultiges or

consyrRFR ANChABeTE: GoRenITEEHEEING® (W RERSE i Sima Bipeh to appeal o

ri sks include exposure to pricing_ distortions «
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di fference between the futures exchange closing price

aﬁdn&ﬁ-c%’ﬁﬂhé%ﬁ&q the final published index price). [007]

posure to pricing distortions occurs, at least in
art, cause _exchan W .CaASh : .
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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
accumulate 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



3 because details of the physical transactions and

mar ket assessnents used in the calculation of the

i ndex are often del ayed, as price reporting services
gather, verify and publish price information. [009]
To avoid pricing basis risk against the index, market
participants with open futures positions on the fina
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contrh¢t meaken itadifficult tadiqpislete nasiipns atab pfzsl’-lﬁms&lpf’aﬁn gx period and, therefore, to

avoid basis risk.

[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



maki ng additions to or subtractions from open
first-nearby tine positions of market participants 4
that are less than the particular size and offsetting
the additions to and subtractions from market

partici pants' open first-nearby tinme positions with
opposite positions in a second-nearby tine. [0013] As
wi |l be appreciated, certain enbodi nents of the
present invention relate to the consolidation of
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Apportighikait of iR donahpditt oxaeiathrfenexampleat thodélivennpotabegby allowing
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articifianfsSth 1GAFINidel B8RRI tions. [0016] In certain
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subtractions from open ﬁrét—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 bereof, provide illustrative
embodiments of the present invention and are not meant to be limiting of the scope thereof.

[0018] Figure 1a is a schematic illustrating the system according to one embodiment of

the present invention.



[0018] Figure 1 ais a schematic illustrating the
system accordi ng to one enbodi nent of the present
invention. 5 [0019] Figure 1 b is a flow chart
illustrating the overall process of consolidating
futures contracts according to one enbodi nent of the
present invention. [0020] Figures 2a and 2b are a fl ow
chart illustrating the process of matching open
positions according to one enbodi nent of the present
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physiabidivennifiha cemtediy] instéad nf finansial s¢ttlemanfe Mpre spgaifically, certain
"cargo-size" shipnments, it is to be understood that
embdiiiestd aradiidciedan dusmbdspivnfracts) thet s conzelidatsd dsinglayspcess that
the term "cargo-size" is used broadly to refer to the
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di sclosure set forth herein, the futures .
crude oil, as it Joads 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



contract and consolidation process for guaranteeing
physi cal delivery according to the present enbodi nent
of the present invention provides convergence between
t he exchange traded futures for a commodity and the
underlyi ng physical commobdity at contract expiry. Such
convergence 6 is a function of the futures exchange
delivery terns being directly linked to the prevailing
i ndustry physical forward contract. [0024] In the
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mdus&)ﬁpml‘a‘ﬂ??’ﬁ‘@rgf LtFa(‘}\tm ng terms have the definitions set
forth bel ow. [0025] The "First-Nearby Mnth" shal |
[0024frean t hethergasent emendineph ke ftﬁur\ﬁmp@ﬁraci techdmynisteredhindrgpnsolidated
transacted and for which physical delivery will be,

by a fotesrentinage ahd asswoiatabfiturede edrighonst udiegpa byocb’kmihh#hich the
shal |l nean the nonth imrediately follow ng the

fOHOV\E%l% gmdaavdtheMRhRionk ketSBAK belowle under stood t hat

hough the present embodinment utilized nonths, other
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erw se,

end as set b e_fut exch t " :
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shall nean the wei ghted-average of all First-Nearb

Nearbydfertht shedlomeat themeorgh immediatedy falavane dhe Fing-Nsasbwuhypath. 1t should
floor, and/or on an approved electronic trading

be undblrﬂitbtfd)lﬂlm althobgh ehetpreseht eynboiienear atiingEmonihs hethedieisons time may
nore set periods for exanple, during the final thirty

be used3FhirtHirbre Ssueh pkriadi, Rehetar ohBRGr fotiRawikRy may bepinamd end as set by
the contract expl ry day of the then current nonth).

e s
b d, t [ .
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month\no;:gﬂdntggéf @E%ﬁ%&%gﬁ%}ﬂ{u ﬁt),x? %%2 é‘&{c‘a 2 gpo%qeggoved electronic

differential) executed on the exchange floor, and/or
trading:plafero A detgimined binthewxdharge, 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 transections, 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,



a set tinme period, for exanple, during the fina
thirty (30) mnutes 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 "fi xed-price"
released daily at a set tinme, 7 for exanple, fifteen
(15) mnutes after the market opening. The Futures
Exchange determ nes the fixed-price using a published
for ermhpledfilfiogy (153 nohutes aftérdhe masdmg openinge The Hhtuoes Exchiange determines
price in the opening daily range, an average of
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nth futures, physical partial car n si.cal ., )
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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.



whet her their First-Nearby Month futures position has
been reduced to zero (0), or increased to cargo-size
and matched wi th anot her narket participant for

physi cal delivery. 8 [0031] Having provided
definitions for ternms used in the present enbodi nent,
the process of consolidating the contracts, including
the matching process used to provide nmarket
participants with guaranteed physical delivery and to
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detailservers 10, or other processors, and an exchange
dat abase 12 coupled to an exchange network 14. In

I . \ L
0022407 L S R0E NG e H51GHERE b e prsen
oA NGE S UIRHE o RSBt S R e  compuier

participants' margins, conpliance and other .
systern imipplement tho pnuess) QBe exeMRIEM ANFRUET Systery 16 Ahqwie in Figure 1a and
exchange network 14 are one or nore exchange clearin

includee pheosmpomgxchengmunapmsercientessi 1 ¢, arpthes prapgstossnend T exchange
clearing nmenbers 16 are in comunication with the

databa#3¥ ¢Da@bgpled € wH exchhAgd h@woa TNl gériepal, thie ekehange servers 10, database
i ncluding, for exanple, electronic gateways and w red

12 anPRGWAHE B4 88Sackidiibie B HOfudYs SfDhAEOind ekdBarsde’iddrit@house. As such,
menbers 16 interact wth market participants 18,

e sl YIS MH386L: A Rk FALEMASEHSE A pricionpy i,
ades are typically registered with and

As is known_ tr.
Compléaé‘F?P’écﬁo'?‘ﬁgﬁﬁhoﬁ'eari ng members 16. As such, the

cl earing nmenbers 16 ﬁr ovi de position informtion,
[0033] nc| uditeg: in enmamapication Withhe pxchenegaetorls | 4 Atgqnstor more exchange

partici pants 18 tradi ng through ] .
clearing members (cm) 16 and associated computer systems. The clearing members 16 are in

communication 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, ultimately, the exchange server 10 and

database 12.



the comunication links to the exchange network 14
and, ultimately, the exchange server 10 and database
12. 9 [0034] The software programming that inplenents
the functionality and processes described herein
resides primarily on the servers 10 and nay be witten
in any suitable programm ng | anguage, including, for
exanpl e, C++, Visual Basic, PERL, Cobalt, Java and the
like. Simlarly, the database may enpl oy any suitable

[OOB%Er dwar - ggflffﬁgﬁ@'lﬁ; hifh g}?ﬁ'ﬁr{’iﬁlen’feﬁfs th€RaBbSalityhd processes

g andft . gEne , the database includes
ceschRE) BB ShRSLTETE PG DT VAT B siabe

(1Ds), name, contact _information, |icense er

progowDiia nEier InaWAIng: s BB AT VEHE B g ERL, Cobalt, Java and the
information, as well as tables for tracking each

like. t Siaikalyt therdatabass mey empivymnyesatabledheidsarpand softysagtincluding, for
and each participant's account's positions. Such

exant0! RIL OB hd heSBED Thi@RGAL ticalutatage PORIdes tbleafor storing market
ssociated wth a particular participant, as well as

parti%i%%ﬁtais go%ﬁliaf}ﬁlgﬂaag%lﬁigla%c%%} 92}} rzngg&tg)gﬁ'ﬁiﬁ:ipam’fggptgﬁfrs (IDs), name, contact

hor sitron

nunber_.of lots), and ot her contract detajls)..As .used ..
mforﬁ@.t@prﬂquﬁ%nwf)?& ARFORBY mﬂa‘ﬁriaeé ﬁﬁ}ﬁ' a?@‘lﬂt’é‘ﬁ%’“%’g WfciHhation, as wel

i ncl ude all possible individuals and entities,tradiqp
as tables fordraekingcrach Wawsanten entercH ante,byrrenk rarke partigipant and each

through an approved el ectroni ¢ tradi ng nmarket pl ace. )
partiCipatSd actonmt sygpsitionsi Gucke tdbles iderftifp waattzansadtidn and mgsitieg as associated

the overall process of consolidating the futures

with @ PRbERr pareciOifl] d33vd]Past the afoeiatidt detail Geligedhtrant) typsofiposition
bé described. As initial steps, the futures exchange

(lonéég'axfétﬁlggt%tsji%dgﬁgﬁfoﬁgéé QbR ddiBis), AabihdeofBEd Petails). As used herein

pant eqgl trading the“contracts during the _
t hen current. mont h-t he. f.irst.- . srading th
the tefiEmafi REFCIpRLs dropaficlbale REAEIy 3 il 8o Shles ading the
contracts dyring,the first-nearby nonth ti.l _contra
contgiipgiber o 41 SALATER o5 Pk Lo el 17 CRIBAIRCLE It pHic PR barcetplace.
contract, the futures cleari nghguse tracks eagch lidati
[003%kar t i ci PamingstorFiawesads p dlosv ehret iHystratingithe ovmall Profgsy ffonslidating
appropriate participant records in the ) .
the futures contracts according to the present embodiment will now be described. As initial
steps, the futures exchange issues the contracts (step 110), and the market participants begin
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 réquircments and withhold

eppropriate finds from each market participant, to fully cover the changing price exposure of the

10



dat abase. The Futures C earinghouse also will enforce
margin requirenments and wi thhold appropriate funds
fromeach market participant, to fully cover the
changi ng price exposure of the 10 open first-nearby
position. Margin requirenments will remain until such
time as physical delivery has been conpleted, and all
contractual obligations have been satisfied. [0037]
Upon contract expiry, the futures exchange detern nes

fikenbampositioh] M pin refhit@merdtowill ftndih LE! SMRBRINe ADFHyRical deli
open(lst gpﬂ%g&) and thegsprgad i%dexl(stes 140). As © i ehvery

SGL] , h QU
has bEFRSHATAE WA cobldER el LI BHEAS 1BLE pHSPEARTRT o
ol | ow expiry of, th ontract, th rket .
[0037har t 1 o R COm 5Pt Tutess exchymgs QFigBIeS the fpal settement price
first-nearby nonth until the consolidating deadline on-
for therfirst-mieandyy degnth Gitepp13Bend tigzispreasbindex (stent 140, Anylessaibed below, these
achi eved t hrough any nunber of neans, including EFP,

figureEaf®, uself hen RRfustiiginatitet haiticnaal pbsitdsns. [ 0039] After
the consolidation deadline on nmatching day, the

xchan | : : :
R S T e e g o

ositions to a
...th e t nbodi Fent.. physi deljvery i e
posiigr) TpP eI nee IV PPl R TR it D BRR Sy, step 150.
mul ti ple thereof, K open long or shprt positi,ons hel t
Such ¢uReodRISB TPRY-RS ASHIIER AR a%n%lagﬁcﬁfﬁa?mﬁﬁ@&“ﬂm EFS, EFO,
G eari nghouse adds to, or subtracts from as
EFF anppthspirpegastionsne First-Nearby Month futures position
of market participants with open positions that are
[0039hot caRdier iezwnsdidation deadlAg ondestchingelly] the gxelenge clearinghouse
detail with regard to Figures 2a and 2b, adjustnents

procedds fo fRAES dpen pesilioARidBbureHyEicsl REVES. SEPCIBI-1ATHE Hitsent
nonth positions to offset 'the bringing their positions

embod el B AT el B Pl R Rl fopving ey, or o
B TS 15k P35 BB S0 R B 50 doin, e
Fune O N L R T BEHESEy ot e
positio%ho)é'?liaagﬁclat p(gglléu\ala%rtsy maﬂq %pgzq )}Qo.?i?i{nllf ttth:rteSmﬁ 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 c]earinghouse 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



to their position. Step 180. Finally, the participants

so notified take or deliver, as the case nmay be,

physi cal delivery of the comobdity pursuant to terns

of the contract. Step 190. The 11 foregoing process is

repeat ed each nonth (or other period as determ ned by

the exchange), with adjustnents nade to the market

partici pants' second-nearby nonth being taken into

account. [0041] Having thus described the overall _
fore goirfCRd8esstib eepaied RhttompiithGerssther period ms/dbtermibed by itheekchange), with

In greater detail with reference to Figures 2a and 2b.

adj uﬁ%eﬂgﬂqu W Ematldt garﬂ E‘Jg 8 SsebSnd-RERb £ hdBiYbeing taken into account.
i pl e ed Via a speci

ment y progranmed comnput er
stem _Jln, ceftain. . di men 1

004X por 1 BeHisg T SR PR D e BB osetn PG e P now be

tine, for exanple, a certain tine after the . .
describpdgblarenier dste et irefirenceno igures ér Rdndbi A4 nptedabgys, this process 1s

participants' first-nearby nonth position data has .
prefeba@yinmsieriened, vian dpachaly ragramn@tiampiderapystemi thh gertain. embodiments,

step, the systemorders or ranks the positions

the n‘{aﬁéﬁ%é‘f)x‘&eé&ﬂ? ?eﬂﬁnﬁéaeaut&ﬁaﬁs@lw,%ghﬁmgda beified tinrg f@mexample, a

e si’ze and type (i.e., long or short) of the
iti t 150, i.s t -t-hi.q.» i
Cmaﬁﬁi‘be %@Qrptg? §$Srre°¥l§ Q?%A arraealgielﬁ?' r{glégggrclz [ ﬁgkg{i&itz{i]fe}?a&n&ﬁhﬁs first-nearby

dat abase, fqr the open ,positigns nore efficient and,
mmtbli’@?'é‘\"ﬁf"@f*‘%@%ﬁ? F‘%ﬁ’é’Fq’ aﬂéé‘@‘? }gﬂhgl y, in alternate
enbodi ments, the program does not qrder the records
[004Hut r atAeen iwtiakstem heRrsispndde T Futddae PRSiiensEmpining open at the
first- nearby nonth open positions in accordance wth
consélfiatiomtedling tas¢charitiesipe and typet(e srisme, orishortsof the ppation. Step 210. It
under st ood that the ranking of the open positions may

is to hedetstodd thabinghiep isgpidonged wi hkecthelsearphing toif tre database for the open
identified as either long or short, or as two separate

positi’&é§ hrore elg'F:F‘e;ﬁ 3hd ARERIrENY oftithab MUCbrdiRES| inl dM@fnate embodiments, the

dition the list or 1Tists may either be in

separat e, st ' : <t
progib-d n5 S B Te i TNH g eplitbe Htay o Rcat fucidentiy frs

particul ar partici pant .may have an n i 1] s
neartl ot PEhBRS iRy gGCaqIace iyt s CRRE SRRedeI MY, Furhermore, itis

the system of the present enbodi ment first. divi qes hrge with each
to be yoderstond that shecmpkime ol Hlzs orspPOSIHENSs MayHesin A EEYIng

For exanple, a participant's open position
position identified as either long or short, or as two separate lists — one for each long and short

positions. Additionaily, 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 fhc
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.
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of 1400 lots wll be divided into two by 600, lot --

the cargo-size -- positions and a 200 | ot position.

Each of the positions are treated separately when

mat ching is perforned. 12 [0044] Next, the system

searches the ranked positions and identifies the

| argest long position and determ nes whether it is a

cargo-si ze position or nultiple thereof. Step 212. In

the event two or nore position are cargo-size, the

[0044? yst emdxt!the sytéf eedrcipstithel raiksd positiclordangd iderifizs tise largest long

0 use in providing physical delivery, although other

positi?ﬁ tgﬂg g 3 ShES whitEC i%"%{:‘%r@o-s%‘jfo@ﬁﬁﬁ loy nifftile MheradteShep 212, In the

ange,, are w the scope of the present

i nvention. Havin i denti fj ed cargo-size | ong;.

event;5y8 OF RS PIROTR CATECIZ tRCEITErE R DA PRERT! SUarimegandomly
physi cal delivery, the S}/_stem proceeds to match the .

selectp oné td wae inpraviding physies deliveranaldioueh ofss methaslologiesy which would
214. 1f the l-argest open short position is also

prefer@Blydie-miblishedttyethe excladpels areewithih dhe svoperaf thetpresent invention. Having
participant's first-nearby nonth position is

idemtif}EF E%agﬁysize[lgﬁéé&,sj HONG¥Livhichithd PRséiicafblinidrt uanarRed physical
nont h ort position’is |ess than cargo-size, then

. th ket ti Gl X j, i i s
ST SR R B e TR B Brgtion S
210 ST B P £ B30 S B Y e

the added short position in the first-nearby nonth.
participanps f1ss-nearhy mnnth pesitiomisnagpiaties t he dat abase and
ranking to indicate which positions have alregdy been )
[00458pp! i e#avevet, httheddrgést figstpreathysmontStsbprt 226ition s less than cargo-size,
essence, the exchange has adjusted the short position

then tBE nd@t pAraEipeht Ppdsitici RaRbudhe toagodizedywalidir additional short
delivery. Furthernore, because the systemtakes the

positit?rlh (r.}brsto%p 2ROk R shifle PeREt RHidiPIAORE sPHSSR athélf‘&ij%%@%?%cond-nearby

applies cargo-size short positions. [00
| oopi ng _t Q. st vt 5 I -

o G 2 B RIS Sy HEFEH. Toe oy
appreci ated, by .taki.ng, the.open sitions.in qrder,of .
then upfiges e Raiegser T T it Do o8 barh AlfeeY b8n applica to
~ positions first, each time matching the lonq%l gosﬂti on,. .
the matghing processeSteneied. [mespenee, dropichapgs hasgdjusted thg short ppsition of one

212, the systemdeterm nes there are no nore
market parjoipantze 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 positioﬁs to less than cargo-size
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| ong positions, the system proceeds to match
cargo-si ze short positions to |l ess than cargo-size 13
| ong positions, thereby assuring those market
partici pants having cargo-size short positions can
make physical delivery. [0047] Thus, the next step is
determ ni ng whet her the next |argest short position is
i ndeed cargo-size. Step 222. If the next | argest
short position is cargo-size, it is matched agai nst
long pdwdtionse dierdbdrg3awing thowg maket pasticipidts hlvinp eagossizeadhort positions can
cargo-si ze long positions have already been addressed

ak(ﬁfé,@gﬂ&’é}ﬁ,— 20), is less than cargo-size. [0048]
make h refore,B aving identified a long position, the

ystem.adds ,an addi ti | Lan i $1i_0n h 0 s s
10047 e nor R peR it s R ahar R eRt bie b Brdshf ook position i indecd
| argest long position (as identified in,the, .
cargogfagea Bl 22. %f the nexplargest shortpasitinmyis gangersizss il giatched jggainst the
system of the present enbodi ment randomy sel ects one
next lefgeptdorg positiby, whikh,ibetaise alleagozsizelong positions bavieradregthy been
ot her nethodol ogies are within the scope of the

addrefie@%Q8ps 2 ILPG), BlesstRi@kgdBige, t he position (and
partici pant) has been identified, the system brings

i, D TN e e
positi BR T e R AP kG Tatict Frebeieres e Il ek livhst loe pgsition (as

. Qaffset the_ adjustnent to its first-nearby n'tggth
identified i1t theidatpastd aviep 249 -sAs Mithsben dederminaicns, the sysiem|of il present

position added to the participant's first-nearby nmonth -
embogiogint randongdy e¢leat? 8ne afterdiallairasitiplerramessikg pepitigns, although other
updated to reflect the adjustnents to the
methddaldgies gramithin thescipewfshapmsém invettiohi fy the position
as having been applied to the matching process so it

[00491 S tT e tRNpIsIGE@nd paitRbadBas bO&PRlnfiied)ithdsyshdn brings the

mat chi ng of cargo-sized | ong positions, the matching
psiBCBARS34 85 st HRUH TR R RRIO Ul oy
monthI ]90%%0119 gfc’elptii%n "ﬁ-fe ﬁa‘iﬁ&%ﬁiéﬁﬁ l ’sssrggé)ﬁcﬁxrlea%)z/ fionth positions are then
adjusted to offset the adjustment to its first-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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14 [0051] Wien the system determ nes there are no

addi tional cargo-size short positions in the

first-nearby nonth (step 222), the system proceeds to

zero-out all remaining | ess than cargo- size

first-nearby nonth positions. Al though this can be

achieved in any of a nunber of ways and in any order,

the present enbodi ment first exam nes the ranking and

determ nes whether there are any unnatched | ess than »
[005 lf ar go- Y&, the BestdA HelePiies e redladditfondbeargb8izeBRort positions in

ong position1s taken to zero by adding to the

first-nearhy Sit f k LG )
e ek S B 208, AREL el o Pl o BEEEAARAs than cargo
position) a shart equal in sjize to the gpen | o '
size fiporubBAonlspeptionss. AfRoue s tek PACHFYH gV 5f apmber of ways and
short position, the participant's second-nearby nonth
in anypdér ihepresnbehbedimentiirseextinngesthe sankippend deermigeswhether there
in size to the short added to the first-nearby nonth

are a.n? QB brdatched lets?ﬁ{aﬁ%gbf—iiﬁﬂdnggﬂsi&ibﬁsﬁﬂiw 23R dded, tha opérelong position is
irst-nearby nonth. Step 6. The process | oops

h H . n .
e A0 5 4 R B R s i s i
vt SR BB ARS8 00 3 g poion

the system jdentifying any such posjtions,by,

Step 234afn ponianation withhadding theishprt pogitions the @ewca’%‘ﬁé $#q0pf}-nearby month
exists, the systembrings it to zero by addi% to the

positidr setjustedtyyadding dlopg position eqbal ih sizp do theshpd dehipi the first-nearby
the identified short position a |long position equal

month pbsiicheiHefebly s itigtth@sitdrt adied iStiepfiBvhearbp memtth Stépe236. The
unnat ched | ongs, the system nust offset changes to

procestshg d izl B H¥psTB BrihgRRS hdh ACh¥M, 16bs Ehan@ego-tige bbsitions to zero.
par? ﬁt' S sepcond %

I Cl pa - nNearby nonth position.

nsequent L.y, .t t . o

(0052 arti c&%ﬁf’\f%ssygiel%oﬁ@%sea t{gﬁglmn%ﬂﬂwmgtg%%éﬁs ;hasn hcoaf %0 size short
..equal in_size to the l.on i tion added.ln

positg PEo AT, RBICRS: TSR iR e 8epT 230 ebfiuch positions by

the zeroed out first-nearby pmpnth posjtion is.carried by addi
examipingrthe mnking. Sepddd- Iheuchinpastienexisthdhe sistene Papesit fggero by adding
brought all unmatched short positions to zero, the |
1o the firnmeadbyinsonthl pesition ofthel rertécipa® 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 positions to zero, the process is

deemed complete.
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[ 0053] As noted above, adjustnents nade to a
participants' first-nearby nonth positions (whether
bringing a position to zero or to cargo-size) are

of fset by changes to the participant's second-nearby
nont h position. Wile various nmechani sns for

ef fectuating such offsetting are wthin the scope of
the present invention, in the present enbodi nent, the
price of the positions that the Futures Clearlnghouse

[OOS%ddS toaQ Eloﬁ:Hba‘bB?é: taajufsﬁﬂ@f 1@MadéEtd 55%)&“6@5&)! fizfhbarby month posmons

osition w Fi nal Settl enent Price.

(whe@%ﬁ %;Iagl?lg! lo%gmoggta ggrtouoé(?é Icggﬁasﬁiegg{ée l:llxeﬁgeg §Pthe participant’s
Fi rst-Nearby futures_ position of the . .
secongamearey Fonth RRsitionanVhip ﬁ%?ﬁ@%ﬁ&sﬁﬁ%tﬁ%@é‘ﬁh offsetting are

position of equal volune or size, at a price equal to
withih hie shiobt ef dreqaredzat inventidr én fiermtsesbernb nt, the précefthe positions
the Spread Index. As will be appreciated by those

that tRE Fhitupds (E‘l@aﬁﬁ@m%ﬁé addsab o kabitidee frdin apy Fast-Nearblyidonth position will be
nanner , narre Yy, usi ng the Final Settlement Price and

at theﬁ]nglafe par ﬁi Pril@s Aldd h&%ﬁgfﬂa Fofur& eRbiiAghousé *&U‘il*le dffset any positions

I cipants borfunity to <consolidate

a5 SRR AR e IBEN o e SRR SO g vit

as flat price risk) durlng the time perjod required

oppofity SqronitNesrby: BRwes PesitioBAT caiskvRRMEIRT SiZ> AR Gayel o the
alternate enbodi nents, the price used when adjusting

diffefeacd beivpantieFinalrSetilemen Prige aod the Jmread index.i Asyail hew@precxated by
final settlenment price as describe above, but rather

those skilRASA theort, 2 alduing thobricoitihilitarner, olan‘@badlemgahe Rinal Settlement
comodities, or a fornmula, algorithm noving average,

Price‘ﬁﬁ%@ ﬁ?y@&%%&?the%eﬁ%@oﬁéﬁ%&%ﬁ%l@s hfagket pkﬁlcﬁ}fan@s the opportunity to

et of comodities or grades

consﬁ%%o&hycps gl f@?:%ﬁre tg%h%?%f?% Q%Hddﬁg z)n'a@é’ @)fﬁﬁ%@fen@d to in the

zero of
tradirggqe;'pgﬁa @a? B geltrg eI I Iet%elgl& éq%.urg& ?‘%rr osmcfnI %Oélsohdahon
physi cal market contract as required by the terns and
and matokfngi ons of the futures contract. Alternativel Y,
the terms and conditions of the futures contract ,
[0054]t sel f Imeajtespée ehbodipwntssthe price used when adjusting a participant’s first-

nearby month 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 |
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 hew
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physical delivery is to be effectuated. In other

words, the contract requires each matched pair of

participants to enter into a separate physical forward
contract, by which the short participant is obligated

to deliver and the long participant is obligated to .

take a cargo-size physical delivery. [0056] It should

be understood that other matchi ng nmet hodol ogi es nay be

used while staying within the scope of the present

physic%]rﬁ’e?ﬂkgfn’ﬁ- 1o BRIFRYATRHE In bePRlordd) 81t R8st irBghifed @ach matched pair of

ositions and matching full cargo lots for physical

. .delivery based on_the, sj. |t L .
partcifgt i Fjer BoLs ey e 7 ek SRl by Siioh tig3han paricipant i
any other rule (e.g.,.positiqQns neeting any one or, .
obligated ie delverend ghe longparticipan iseobligatadrio ake sy qasgorsize physical delivery.

percentage of full cargo, will be matched, with any .
[0056]f ur t helt shetldiienmdemsiood thatrdierjmatehing esthostobogiesithaebe need while
enbodi nent of figures 2a and 2b first matches

stayinﬁ[tﬁﬁr e ZBopOdiahe pidséiit Giventioh! Fonatanslehadicntianh srdering the positions
irst match cargo-size short positions. In other

' | i | ii0size of the positions, the matchin

ot R 08 i KUK AGLTRL SR B Wi o he ptions, the mching
al l ow mul tipl arties.to share artition_a. singl

coud BBl PO £ o0 b A il e Bt any one
agqgregating positions of nultiple market partigcipants )

or mor eriterigy Fpdasdhede withina seRginpeseampregiall sargps Vil be matched, with
such an enbodi nent, participants could express a

any furdiees ima#tching fheirg rahdom). psittermoes, addledhaersbiodiment efifigures 2a and 2b
system mat ches positions, and the contract could

first mEtREsAIHr BE s 2B Y g sititels] altryatel sinbgdanantOman fina mimtch eHrgo-size short
operati ng procedures, including those described herein

positiofplE] drrPGthed &hb(@&iﬁl‘éﬁﬁ?@lﬂ%&ﬁ fifrent ?&%ﬁﬂg%é\hﬂ'&mmts/constraims at the

articipants’ position could - be matched based; at

. | east 41 . . i.fi ed: . '
oo 5554 a4 Bl it BEFid SELRF 2 RBAL S, i, matingof
0057],.Havi ng .descri bed .t he pr.ocess of.the present.

stermal RIS A eEEe SR B0 LR o P il gk B pigents for
exanples will now be discussed, For pufposes qf, the

purpospy @fsn%ﬁﬁe%ﬁﬁarep-saﬁetmsﬂ@@nhwb anéilﬁ?qdyg% parlicipants could express a
First-Nearby nonth, there is one market partjcipant

desire i lalve shainpagitieiszegtdgatedhvien thy aysitro, m@ciges| positions @nd de contract
barrel) long futures position, and two market

could gi@fdntedl (iiBBical délivershiig ady of a number of operating procedures, including

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

be matched based, at Jeast 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 month, there is one market participant with a cargo-size (in this

example, 600 1ots/600,000 barrel) long futures position, and two market participants with short
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futures positions of 400 and 200 | ots, respectively.
The 400 | ot futures short position will have 200 lots
of First-Nearby nonth future shorts added to their
position, at the Final Settlenent Price, thereby
bringing the position to cargo-size. Such first-nearby
nmont h adjustnent will be offset by addi ng 200

Second- Nearby nonth futures |longs to that
participant's position. The price of the

ﬁlmregﬁaf%gﬁﬁh%ﬁﬂw ahdib o R, tQpadivad ethe 0ol lobfitiire€ short position will have

erence between the Final Settl enent Price and the
d lndex. t i . ' i bel:
20015 EF s i cRg RS PSS Bl Rl K o Sopuemen
600 | ot long futures position receiyin 600, Q00,. .
Priceifhereby bripBip8itbaposien Perjed Hatn HHD Har Rev Py A piastment will be

With the original 400 lot short futures position, .
offse{ H0EAngr 20l §écondiNearby mentefukees lpags fodhgamuaticipantisgpasition. The
200 Il ot short futures will have its First-Nearby

price bE{HEIRoRONebitY TufieelIeBEk dddled @¥il) bathd diffeféntalbetween the Final
Settlement Price, and have an offsetting 200 | ot '

Setﬂe?r{‘??agﬁriéélm &%.sgagefédg%, 88 ZH %ﬁ%ﬁéﬁgﬂ E@'pgi%a‘ﬁ%em?&y Nefrreut, with the

r'es positi etween"t he Fina
Sett| enent .Prjce .and re | ndex.,. No _physi c
markel At Padune origae 60 ot ing R mret o re b He 0,000 barrel

I n enbodi ments where pgsitions may, be ated,. the .
physipa sieliverndrasn thematkgiopastieipant Wigh tbétorw%? %ﬁ{) S%ré'@ﬂ(ﬁ'mée.s, position.
t hose short 400 lots and 200 lots) are logically . )
[00581ggr egaidditiamadlyytiteahariet pagdcipstt haviagdhe g0 Wt short Sipygres will have its
position of the |long market participant. [0060]
First-Re&b) Shurdiyositdatraduced to kérbus tHedinal Seetlangit Privs samidmva an offsetting
irst-Nearby Final Settlenent Price of $30.00, a ,

F
Tion-added BRBEH ki &shdASedbp TtiidPokiion, at the difference
200 léﬁ%@?%%ﬁ{/&smﬁgﬁt he Final Settl en%nt?Pri ce;p and

v TSR oA a5 83 B2 g et

Mat ching Day (after the consolidation deadline), the

marke} PaRIARANSt - near by nonth positions are as fol | ows:
0062] Matching Day Open |nterest = 1,200 |qts [0063)

[0059%ne f utlnesbofiisnnty pheneinosisions may biaggregaisdo ed{°[sm°ns of the two short
position 18 .

market participants (i.e., those short 400 lots and 200 lots) are logically aggregated and matched

againsf 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 alpremium 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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[0064] Four short futures (participants B, C, D and E)
wth the followi ng positions: B = 500 lots, C = 400
lots, D= 200 lots, and E = 100 |l ots. [0065] The
Futures C eari nghouse matches B's 500 | ot short and
Cs 400 lot short with the 1,200 lot long of Ato
create two physical cargoes. The futures long enters
into physical forward contract (in the exanple for
North Sea Light Crude O contract described below, a

006450, | PRSP EBRLEGAMBHEIENE, g e 8 g pciions B -
50016 4 BaBTBBS bk b RS b Pt © o

participant futures positions (in lots) as a result .
[0065Df nat AhieFghaesChsringhdusewnatahiss Bés 500 Iot slapre and € ss4{if) Jpt short with
position and a "+" indicates a long position): [0067]
the 1,200t 16H3QI A fosdredie awd phyidhd Gadoes: TROfufaes tmbghmtarbintaphysical
$29.50; " [0068] C = - 200 First-Nearby at $30.00 + 200

forwa g B B L ey o G5 g 1o # BFO
d [0070] E = + 100 First- 00, . .
forwasguiac Raatgeci tpgm end ool 7 Mhren OPphysical Delivery

final net result to the, physical positions of the
of the gaptkast) wihfetoess short pagicipaats B anf Gns: [ 0072]
Participant A receives one 600,000 barrel cargo from
[0066B; and Accodigily,he thavigpnin markebpativipenichiurspposiiens (n lots) as a
barrel cargo fromC. [0074] As noted above, many o
result 6PMARMiRd &6 as Follwidiwigrd hoLdndicates Elartipositibmangbg “+” indicates a long
ocean- goi ng vessels, such as any of the gl obal
Posiﬁ(?ﬁpchmark crude oil grades, are within the scope of
e present invention. In one such enbodi nent that

[006712,”;2' i gt ??R@Eff?@%??g%{‘ﬁ‘fé%iﬁé'l@?gfé?“ﬁ' SRR
(0068 car i kuRodRerraoneaehy als E0 30 8ehas NHRth RS20

open First-Nearby future ositio 19
[0060] | =5 200 First-Nearby at $30.00 - 200 Second-Nearby at $29.50; and
[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 barre] 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) Con&act), 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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remai ning after a specified day and tine, and rank
them by position size. The Futures C earinghouse w ||
add to/subtract fromall open |less than cargo-size
First-Nearby Month futures positions to the extent
required to neet all cargo-size obligations, which in
the present enbodi nent is guaranteed physica
delivery. [0075] If an inbal ance remai ns between the
nunber of qualified cargo-size futures | ongs and
remaining dfer atdpecified dayanddimay andgaok Semmby Posien pize.hhe Futures
mar ket participant with the |largest offsetting |Iess

ClearlipbuseaivdPadi t6BuBRRA o bl eFerpress {HagRargo-sizecFirst-Nearby Month futures
Fi'rst-Nearby nonth. If the Targest |ess than cargo

3 LLion i | £ iof8AISE jn th t
posidhF, AEBIHPReL o0 AL, LoSELBRRAR LAY f he prese
t hrough sone of her, publ.ji shed net hodol ogy, determ ne
emboﬂm‘iﬂﬁI%BW@‘?tS?éPqWS}CPP‘E@VBWCreased to cargo-size for
physi cal delivery. [0076] Wen all cargo-size |longs,
[00754nd shdfes imbalendssemaingtbemecenghe npabeg efpuglified cargo-size futures longs

Cl earinghouse for physical delivery, all remaining

and sidreNite Matirebledin ghamsetwitinaateh the terkeapaticipant with the largest
Agai n, the Futures C earinghouse will offset any lots

oﬁ'setggg flds %mﬁ%’%t{;ﬁﬁé 8pkr ﬁtﬁr@ﬁ:&iiﬁ& in fe FRYNIABY Indnth U [he largest less

Itron of e market participant, with an opposite

v G BB pHE P R R 558 chnas v

I cipan

Fytures C eari nghouse, 0 hange to . their pasition .
rendofnlys G BICNER PTG SHUP BEPS TSt PREo oy SERRping T g gpions wilbe
The grades acceptapl e for physical delivery for the
increasgdtoptaagy-sineforphysicakdeliverei r | oadi ng terninal's, and
quality differentials are Brent/ Sullom Voe in the
[0076Yni t ed Whewgalb nargoFimetlongy dddushdrtPbave béen matehadry the Futures
Ki ngdom at par; and Oseberg/ Sture in Norway at par.

Clearin@d@k foiphy@ical beabergaiidemainng oper Birstiearisy jsesiti @#Gvill be taken to
.crude. Quality differentials between Brent and the

zero. %%%ﬁr HRISRRES P aridbRARE wiRomet ABdiotd ded¥r SiltRractddUn &Se First-

'3

ange from tinme to tine to reflect changi ng crude

Nemb&é@b%@bﬁﬁrggy%wg AR ARRipa, With RRbpposite Second-Nearby Month
futures position of equal size. g
[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 aﬁd 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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prem um or discount for the delivery of a particular
grade to the marker crude. For illustratioon purposes,
the conmmodity in the NSL enbodi ment will be the
contract crude oil, and for purposes of physica
delivery, NSL will be linked to the standardi zed Brent
physical ("BFO') forward contract, although other
contracts may be used. Furthernore, in an alternative
enbodi mrent where the underlying commodity is a

prcaxniuﬁle&lr &?%tﬁdéﬁ?ﬁ Rir Qi éhvef')t‘ﬁg t ﬁz*rga\ghlﬁadf{d‘lﬁg Markdr@irbdd, | Fdtillustration

connn ity arge, ocean-goi ng

pers RSl S B D of  r oe

st andard forward physical contract. lﬂ Inthe
of physinabdelineraiiShiwit be, lmlqs;itq:&p g@néarﬁl@eﬁl renté%wélﬁ@lr& PE ") forward
mat ched by the Futures C earinghouse for physical

contractl @lthvegly othar eoritheisrhgyhbe wsed d Fattherendré,an gn atternative embodlment
delivered. The NSL cargo-size futures |long(s) has the

where thé 8dert né{g{%or e)i}glé{‘gc il &}e oduef, Fas1uAIe LING &eshnol, ifiitilizer, or

an ano r-cent (1% (or any
o oS SF T SN RSB eI bRl e 8B by cmsor

car go-si ze (594 000- 606, 000 . parrel.s I mhal an .
futures pentiast WopkbbemogHied g |caweg1m§§ e laﬁug%st {forwauf physical
docunented on the Bill of Lading, and 600, 000 barrel

contrackt andard, nmay be cash settled at the NSL Fi nal
Settlement Price within a set period, such as five

[0080] (5) busilrgseseaymbodiniint, NSIL cdrgotisizg fomtres. shpfIQ) h].atﬁwdfby the
term nal inposes operational constraints that require

Futureslc%ﬁﬁl heGeAfbr PAYHGal MAFED have R ight 18 BedArBNOLAR tdbe delivered.
crude (apprOX| mat el y 600, 000 barrels). The NS

The N JA5E S S BEog  T hL GUa Sthonde vt
o e SRR, e B 7 B gl e
ket t ket d the | k 0082
prevailipgiphysida] SPagt Ghdhsssdarifard 6 0 bt Ef{fs%&!% @ﬁeﬂﬂ&‘?{’ﬁ 000
paynments from market participants with open
barrels)FlArrmmﬁéhmb? betwragn dlae astul vobmee loaded on Hy tB’é‘%ﬂ%ﬁ dogumgnted on the

PMEST tinme on 21 i
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 market, options market, and the like.

[0082] The Futures Clearinghouse 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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Mat chi ng Day, to cover the full value of the
comodity, as determ ned by the Futures Exchange.
Margin fund requirenments will be nodified in
accordance with the terns of the Futures Exchange,
when open positions are noved fromthe First-Nearby
Month to the Second-Nearby Month, or released in

i nstances of guaranteed physical delivery, when the
Fut ures Exchange receives confirmation from both

Matchiak TWglto@sveetherfall valuepd hiescdnnacdity, las dbterrgaed bpishenEntgres Exchange.
beén fulfilled under the terns of the contract (for

keih 1hie tearm@lof tHeeFutur
Margexenp}[&}m&ﬁ%ﬁﬁsc‘gﬁﬁéa@te d&%gldga&%&&@oﬂggs] The Futures oS

Exchapge will generate the.fo X
ExchingtoRben oben BRsTiaths org oy aC £p8) b i Enbithy ibfth Mthe Second-Nearby
parti ci pants to nmeet daily pricjn enchmar k s _of
Montbopnreioeiad 16 e ohe AL esaT GEDARY, 3@@#&%@%@@“@
around the world. These indices will have no effect

recei @R chifrnakeioer firom dbttomatched hrarket partticirants| thateabl obligatiens have been
[0084] Daily average price of all First-Nearby trades

ik 1@ iR st (Fncdhan@te, und@fRitionl 12.PhysichlMelivery of the
mlﬁ]ﬁﬁ%ﬁgf\g/\l’gﬁ% 1 (or NSL Li ne( 1 Ligbtwave); [0085] Daily

cxempﬁyg&ﬁud?gmga%}i%felr}oq‘hge%cond Near by trades executed on

referred to as NSL Li ghtwave 2

or t wave

0wy ST s Er BB ) B8R AUFEANENEL BB B o oo
Exchange durl ng a set md day ti e ran

indexts beraieivl 10 TaTkSOPRRIZSIS tp a1cet A4y Tt A8 bENGBITARK fepy of commercials
(or NSL Line 1 One-Mnute M d-day Index); and [0087

and nbuepagerpnlsie veras litag zofiesarour the oxkaripse indires will have no effect

executed on the Futures Exchange during a set m d-day

on tht HEErkiARESh ofhe finabseltPirddnt Pice. 12: 30 PM EST, referred
to as NSL Mddex 5 (or NSL Line 1 Five-Mnute M d-day

ndex) . pifPRRL 102 6@l iFirst-Neh® yiades dedcntedasth thé Butures Exchange,
[0081]he spe]?:lﬁlpc taerrlr}sf and condi ti ong of the contract ‘

referrgQ ?Rﬁﬁ g@f_t ﬂ%ﬂggsg’gnl? of Wﬂﬁ{eoluﬁxgﬁﬁ%\%,s i ncluding for
[0085] | Daily average price of all Second-Nearby trades executed on the Futures
Exchange, referred to as NSL Lightwave 2 (or NSL Line 2 Lightwave);

[0086j 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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commodi ty and exchange, the follow ng are exenplary
terms and conditions of the NSL contract of the
present enbodi nent. The follow ng twelve terns are
merely illustrative, as different terns and
conditions may be utilized to effectuate the various
processes disclosed 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

o 48 505 bt B3R AR B G L. cone

Sweet Crude Q1" s | be defined as a mixt.ure of .
of the prpsard mthodFmenth Jhe Elowing twgive ST AT RGIALY flfptrative, as different
natural |y occurring underground reservoirs and remains ,
terms and conHitipms enagt bet wilized to effeqitete the various progessas disglosed herein.
passi ng through surface separating facilities and

[opg9]JcoNt ai I‘.$c|og§:5 Thé gfbviﬁ&% Suthéseruley sl apply to dIDEHacts bought or sold
North Sea Light Sweet Crude G| shall refer to crude

on the gé{m%fE)?éﬁra{AE@ orWrﬂlOSe%ngfé{r %S}gf&ﬂaé’ jor vessel

IVery at-storage an installations as

o050 2% o Ehe B P R g g S i
Kingdom and (C) Oseberg at Sture in Norway, [0092], ]

Sweet Gride Qb shallbasialined ys BpUSNRT GERTdsnen DARS LR itk i A Jghid phase in
Crude G| neeting the follow ng specifications and_

naturaltiesdcgring wider gdoahd rdservoirs iand redmins i Equid stateati asmogpheric pressure
futures contract delivery obligations under this '

after pﬁsb‘in? ‘thnofph Badide depatdEnOficilitidanfebhtait 1€ssilkn S0V6 sulfur by weight.
(Del’i ver abl e at ar); and (C) Oseberg Crude Q|

[00913( Del 1 verabke, Ef%}'f ggvllmlet CRRAR Y 8lanefr & fﬁ.\ﬁ@%ﬂ of 'ciflent cargo export

streans are on verable 1f such blends constitute

ot 55 R UGS ARE BRI gy YAl V5 Shen a St
Voe in e Juisd KgdogeiBy Epei @b gued PerfL b8 sl BiGRggh{ind (©) Oscberg
mar ker. [0094] 4. Definitions: For the purpose of the

at Sturg i Nomeay. of this embodiment, the following terns
shal | have the neanings set forth below 23

[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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[0095] Barrel: 42 gallons of 231 cubic inches per

gallon corrected for tenperature to 60 degrees

Fahrenheit; [0096] First-Nearby Month (Expiry Month):

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

irst- y i ' ' rat

100951 71 e EaFY (Rgllons RSP RIES s Bur palidpon st B i dadberature to 60

be_excluded fromthe weighted average price. The
degreps Faireahsit change shal | publish the Final Settlenent

Price within approximately 30 mnutes from the ) ..
[00963] osi ndFirsiNeartanMont (Expiry Mgpthk the maptygcent month fog which trading is

Settlement Price shall be used for purposes of
beingifissacted; delivery. [0099] NSL Spread Index: the

wei ght ed- average of all bona fide First-Nearby/ Second-
[oogﬁlear by SbEANLfANIBEN $RSnéh PhEaRsely fHlleWias the Fir-Nearby

wo nont hs executed sinultaneously with a sale of
M qual volume in the other nonth) executed on the

OBty change floor during the final 30 minutes of trading

on expiration day. [00]100] 5. Coptract Val ue: JTh .

(00953011 1 Sk E¥ar Seilsmenyiceh hesu s rag of e fnal 30 minutes of
multiplied by 1,000. [00101] 6. Contract Nbnths:

tradingrin thergpos First-Nbaby owaticer gontract evpiradas Tradmgas Sglsmeat (TAS),
as shall be determ ned by the Futures Exchange. .

EFP, EFSJERQ dnd BRevalomes stedl bemxchudst fiom therweigbted emeragiprice. The
day fixed by resolution of the Futures Exchange. 24

Futuré O @ghod shall¥ pfbgish 8RO Sealdnhdift Pyiek viflsa approintatepn30Iminutes from
be quoted in U S dollars and cents per barrel. The

the CIg%’?é g%ﬁ? #{%@ EBUSI[ héﬁgéf’t?g&n?gn T3 hal R ttferfdnt Pice SMA) bd&ded for purposes

of physical delivery.
[0099] NSL Spread Index: the weighted-average of all bona fide First-Nearby/Second-
Nearby spread transactions (a purchase in one of the two months executed simultaneously witha -

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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Exchange shall determ ne any maxi num price fluctuation
or special price fluctuation [imts. [00103] 8.
Tradi ng Hours: The Futures Exchange shall determ ne
the trading hours for the contract. [00104] 9.

Term nation of Trading: The Futures Exchange shall set
a date each nonth when trading shall end, such as one
busi ness day before the twenty-third calendar day
prior to the first day of the delivery nonth. If the

[001 0%]‘3’?]3%72?1‘1#% a‘ﬁﬂ'oﬁ1r él,_’g.f}"rlué?igé‘ridh%k gﬁgékséth?gglé ﬁgadgﬁ g:?p.%nrligllars and cents
e B TR SR B PO ATl 5 g, o

Connection with Physical and the Exchange of A Futures _ .
Exchafgg shalrdetermipmascmpsimn i prcsHapyatiapen spaeiakpriqe flustuation limits.

Any exchange of futures for physical (EFP), exchange
[00103)f f ut 8rBadiprHewsp TheFSuresRxdhangeshall detérmiresthé atding hours for the

option (EFO), or exchange of futures for future (EFF)
contraknvol ving the North Sea Light Sweet Crude Ol futures

contract shall be governed rules of the Futures

[0010 oﬁg 2" Crer 0 5;%1§a%i§g:2 Tht B B0 Glabt Q0L BBhch month

noon (,12: 00 PM EST) qn Mat chi Day, to bring ,positiops .
when wl@aﬂ&ﬁegdz gnchy %cqnsﬁaélﬁwgsscfgyr%ﬁ@e?ﬁzﬁ@ﬁensfrﬂ%é Cf@qnear( y prior to
|l ots) through Exchange for Physical, Exchange for _ i
the firsday of theclelivery rhomth. Hitherwenty-trirdsed¢rslagdayf isra bgsinesmholiday in
transactions. The Futures Exchange will determ ne the
Londolyiat SleividofRayr e aclekemd) tiadingushhll asd onebisisisn dsspdanyto the twenty-third
after the expiry of the First-Nearby contract (Al
calend¥dayexpiry and matching dates will be published by the
Fut Ures Exchange). Exchange Cearing Menbers with

! LI AYSICE
its,Mrket
Swaps, Options, or Eutures: )ée{gg]fm

on expir ay._ The. Future ]
presdPE VAR (ﬁ%cﬁgewhévaf&f@%“(%b Brtigs (EFO), or
Lon?s and Shorts for Physical Delivery i
exchange of futures for future (EFF) involving the North Sea Light Sweet Crude Oil futures

g% %@Mes for

contract shall be governed rules of the Futures Exchange.

[00106] 11. Position Matching: All open NSL Lbngs 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 afier contract expiry, shall inform

the Futures Clearinghouse of the aggregate open positions of each of its Market Pérticipants in
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at a set tine, such as 3:00 PM EST on Mat chi ng Day.
[00107) 12. Guaranteed Physical Delivery: Al physical
deliveries resulting fromthe Futures C earinghouse
mat chi ng process will be governed by the General Terns
and Conditions of the prevailing physical market
contract, such as "Shell Brent Partial Agreenment", and
the "Shell UK Limted 1990 Agreenent for the, Sale of
Brent Blend Crude G| on 15 Day Terns" wth "Shell
the delivay spenthl by atset tie, srch B {08 BSTeen exmith dayed he Futures
OGseberg) ", although other physical contracts nay be
Cleatifgitbusémill agrstesib operbDCingeSizet (600 tothlongs ary Shoets, forPllysical Delivery
approved by the Futures C earinghouse will supercede

Eﬁl% Qe P b ] espect to Guaranteed
atas% ys?’cga"ﬁhgﬁfver@%ngggggﬁ%}g?%?gg [00108] NSL futures

orts ve the apilJit 0,.decl ane Bren Forties or

[00180ber o Hriauete@lPhisictl DRSER, AFRRsil AP ¥sh FeuBios rom the
[00109] NSL futures longs have the ability to ..

Futusgs Cleazingboyseaniishian igosssy Wikbe aensrrsd: byt GeiGraeral Tganps and Conditions
cent operational tolerance under the terns of the BFO

of thé prewailing physicalanarkéingontiiaétf schras &ShédbBres Pattind Agreanadnt”, and the
delivery and standard cargo-size, currently 600, 000

“SheUK EhrhitedV 990 A@reeafit fo¥ @id $86 ofBrdnt BldWAL.CFudeadil on 15 Day Terms”
Settlement Price within a set period, such as five (5)

' . . . 1 "
it R Yo ) D B 1 e D e aftibugh other
assures nmarket parti.ci pants i th ca -si.ze future
physiGHaOnTEHS Y BegEda Ay ERse Pyt beriRgL et parhg. and approved by
contract wiith a financially secure_ counter-pa té/,
the Fptazas| leagnghouse Wl supsresde thegniopms end capdiieps b réspect to Guaranteed
comrercials to lock in price protection, refinery
Physisaidpeliverpmatahed gargoeh outl ets, while enabling
specul ators, financial institutions, an d hedgers the
[cO108)i | | t YNSD fiardsishopahsve the tbititycondechee Brertt\Fortiesibt ©adbgrg under the
smal | positions, 26 such as positions of 1,000

termsBFthE€BFO forwildadonBe&, because the contract i s backed
by the futures clearinghouse, the present contract

[0010% S0 hagst ARuRRI6 dshaQk RIS b B6tef e the TehaR¥d1Bi e, 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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requi renents and scrutiny. [00111] Wile the invention
has been described in conjunction with certain

enbodi nents thereof, various nodifications and
substitutions can be nmade thereto w thout departing
fromthe spirit and scope of the present invention.
The invention has only al so been described wth
reference to exanples, which are presented for
illustration only, and thus no limtation should be

e R
LS LT ot -

occur, as well as the order of such steps, my
requireﬂienislaadlsyruﬁny.changed; the contracts may apply to
di fferent comodities and can be nodified to the
[oo1 uﬁét eNtWENP Helintatith hat BeesnlthB@sbedif Sbhjnattcanwith eesin ebodiments
re than one market participant to load on a single

thereof,’ f mcﬁﬂﬁ% cfsu ﬁ{lﬁlg %Qagz %?51 i?aefe?@ﬁﬁﬂa@ﬁﬁde@ﬂﬁmg from the

ures een descri el ng perforned by a

rtlcul r entlt such .as .the exchan n
spirit a4, 399PF 9 e RSrRe L0 B et BES Wgﬁé ﬂ@eaﬁ?"e? O&E&HS%S with
other entities. Accordingly, the scope of tfhé\ pr.ese
referentepexeinples; which am@p@w@v:q% illyptratioe opfyannd ﬁﬁ@d@@&?‘m should be
hereto. 27 What is clainmed is: 1. A nethod for an ]
imposed X Byangyeof ronalinitivig examipld, drespasficularsetleneat price prdhspgeadrindex used
a futures contract based on an underlying commodity,

may betaﬁ_ﬁlsféﬁttb QeseRRAPY ki dfourit dedthed ¥iuitible) thepiie atohich matching and
ivery of the commodity market participants having

other st\?\ﬁse%m (23 e SR tRY oldef Bf 's{ekag NRaPEindlaPB te! hdhgéd; ﬂhe?&‘mtracts may

Fefai n open beyond contract” expify, the narket
apply tga rf{“eﬁc l Egﬁq E}?eé'rarﬁg §F~§) D id 'dh@erf t[(}qﬁ‘é Q%te%f {ﬁ%oﬁqghﬁhﬁg Yhange
oS RS 5 BT o Dby o,

subtractions fromopen first-nearby_tinme 05|t| é){)
although certain functions and procedures have been described as bemg per rmed by a

partiéu]ar entity, such as the exchange clearinghouse, such functions and procedures 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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mar ket participants that are |l ess than the particul ar
size. 2. The nmethod of claim| further conprising:
of fsetting additions to and subtractions from market
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
index, .and of fsetting the additions to and

“HMIguggFggﬁTons fromthe first-nearby tinme positions at
a price equal to the difference between the fina
s?ttle nt Séice ang spread. i ndex, 4. The nethod of .
cllai m 8 WABPSLOr anpxchangs to adivsy Rasions pf magket pargjcipants in a futures
wej ght ed average of all first-nearby tine trades

contraskbased e an wrderlying commadity, the metodicRB@IIPART od prior to
mar ket closing on contract expiration day. 5. The
met hodidshtifying for phybicaledaliverdyeot thd econupeditydmarket participants having
wei ght ed-average of all bona fide
f bpat fineasdolyy gme qositioesshy paficwadsite whaatmainopen beyond contract
executed during a second predeterm ned period of
t _égﬂtyj theOiafk@nNparfibibaetx Rhviag oféh HRY neabb Kifierbolitida8 af the particular
fide first-nearby/second-nearby 28 spread transaction

| Siz8 BRHECIAR el o HMkeOr RE phidicil WRBAPY%f (thdTBoRmodity pursuant to
second-nearby tinme executed Ssinultaneously wth a

S ql.yme in another of the first-nearby
t?%@sgf&ggggﬁﬁ¥%%grby time. 6. The nethod of claim1

further conprising .establishin mat chi day apd .

e BRERR S St RobAdielR e rahatty e positons of

made. 7. .The nethod of clajm1.further conprising

Bt RTIFRER Bt PT5gsS URBVRS RATSHET S8, ¢ cul ar si ze

with futures shorts. 8. The nethod of claim7 wherein

f t ur e Thomgthof F clatm d Aarthes £oMPTiging: si ze are first

matched with future shorts having the particular size.
offsetting additions to and subtractions from market participants’ open first-

nearby time pesitions with opposite positions in a second-nearby time.

3. The method of claim 2 wherein the offsetting comprises determining a final
settlement price and a spread index, and offsetting the additions to and subtractions from 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.

5. The method of claim 4 wherein the index spread is a weighted-average of all bona

fide first-nearby/second-nearby spread transactions executed during a second predetermined

period of trading on contract expiration day, wherein a bona fide first-nearby/second-nearby
28



9. The nethod of claim7 wherein: matching conprises
matching a first participant's future long position in
the first- nearby tinme equal to the particular size
with a second participant's future short position in
the first-nearby tinme an anmount equal to less than the
particul ar size, and wherein nmaking additions to and
subtraction fronrconprises subtracting fromthe

artici nt s fir ti.me positi.on .

Spfea‘%ﬁrrfss o RS 453hs RERENY i G gRtpriiibaby time excouted
, , and erein offsettin es adding to the
simul Ry %@r ¢ ﬁ%h phRqual voluge dp 4n %ﬁ@ﬁq Rskngrsty figror sprond-nearby
. difference. 10. The nethod of claim9 wherein: adding
time. t o the second participant's second-nearby tine

position is at the difference between a fina

sét t | efentmephodod clemn afigtheecmnprisdgxestablishiipe masthingl dayf and time

claiml wherein the nethod is for creating a market in
on whiidhtthe edditi@anhd acitscfions aNombdle. Sea Li ght crude, and

wherein the particular size is 600,000 barrels. 29 12.

A7cOoMPThe ettt 8Mhih 12dirthet coepHasg imadhingd futiifes Hegs having the
participants in a futures contract based on an

pmﬁcﬂgpﬁhywhggn&gggggfty to guarantee physical delivery of
he commodity, the system conprising: one or nore

Cgm’ru mI'ﬁéaHe (Lf{ cnéﬁﬁl ¥ %ﬁ'ﬁre\{ﬁ %9}1{5‘31%}%& h rg:Tg]%!ﬂ%?tm.llar size are first

posi tion ornatlon e pos
) d niification. of apen first-nearby tine
mareh AR hsref;s biviee gﬁﬂrﬂagf fiear by time Short
SItI?F g g processors configured to: match
gen f i hetethad o 93¥? hetsiy positions first-near by
time short positions received fromthe comyunication
" 1§ nks, MalkBingcamprigesfaeteliag 2 Sy ipertisingngs futyrg long pasitiondy the first-
with phyS|caI delivery of the commodity pursuant to
t neatlpy e egenl tatha pegiculansirawith 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.
10.  The method of claim 9 wherein:
adding to the second participant’s second-nearby time position is at the difference
between a final settlement price and a spread index.

11.  The method of claim 1 wherein the method is for creating a market in futures

contracts for North Sea Light crude, and wherein the particular size is 600,000 barrels.

29



make additions to or subtractions from open
first-nearby tine positions less than a particular

si ze; and adjust market partici pant second-nearby tine
positions based on the additions to or subtractions
fromopen first-nearby tinme positions. 13. The system
of claim12 further conprising an el ectroni c database
in comunication with the processors, the database

=497 00 TR RALLLSUnRRL ROSLLLAD, PSR B n»
contr%t‘?lég%ﬁgg?s)%‘rt‘ I&%E‘Wip%fclogg?echi@ﬁg g{:&rgﬂg{ {:}peylsi&gfac&?i?/%%emﬁfélie4éom'§nodity, the

contract based on an wunderlying commodity with

systerp ROIGPEENE:del i very of the commodity, the nethod
conprising: establishing an open first-nearby tine
f ut ur eopo STt imMe véanmuricatipns elinksy secsivingat mirkefs tpagicipant position
portion of the position remaining open after
expgomadtioonthe fpokitien dofiotrmativin; incla@ingademifichtivn ofpepen first-nearby time
portion of the position nmatched by an exchange

C iR WosikiohPandbped ARR-9EdrBy BARRhG poditiciear by time future
position of a separate market participant; and

ent eri pgk bithérePprdieydlC@hapRed gl contract based on the
futures contract wth the  market participant, the

physi cg teCo . t L 0e: | S : rt it
oy, TS FRPAEAE e e O BLRR i o psiions
The nmethod of claim 14 wherein the open first-nearb
(e VR ER B SR gl RS sl R BRAGSOHRTE o be seted
met hod of .claim 14 wherein. the open first-nearby tinme
oS anet Qe o é fSmerlny P ot 1 st e Bl b
conprising receiving an adjustnent to the open .
first - make pdifiongdo opgbirestions fopeonea;fisstineaihy tapropaskions less than a
open first-nearby tinme position equaling a cargo-size
postitilensizel and The net hod of claim 16 further
conprising receiving an adjustnent to a second-
- adjust market participant second-nearby time positions based on the additions to
or subiractions from open first-nearby time positions.

13.  The system of claim 12 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.

14, A method of a market participant settling a futures contract based on an
underlying commodity with physical delivery of the commodity, the method comprising:

establishing an open first-nearby time future position via a computer system, at

least a portion of the position remaining open after expiration of the contract;
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nearby tine position, the adjustnent to the
second-nearby tinme position offsetting the adjustnent
to the first-nearby tine position. 18. The system of
claim12 wherein the adjusting of second-nearby tine
positions offset the additions to or subtractions
frommarket participants' first-nearby tine with
opposite positions in the second-nearby tine. 19. The
systemof. claim 12 wherein the.processprs are
Sont | gaRE 1 eR BPFHCRT 4 PRRdion SEERFLREAT ciihenge sqmpuer to an
a spread index and offset the addjtions to and .,
< QBRGSHE PPIHATSE RGHR WS FHTvIS pOSI e PhA SepRTe %@F&RW% and
a price equal to the difference between the final ,
set t | eptptinginte @ physicalspprrkadconiesbased onthe fulyres sppigget with the
claim 19 wherein the final settlenment price is a )
weiaghet ehrtciparag theophysadal mhirkst coeszachyresulting tin aplwsical delivery as
executed during a first predeterm ned period prior to
mesti@herttlo® Herfgturadvonwatt.r act expiration day. 31 21. The
system of claim20 wherein the spread index is a
wWes ght ete awdicdosr Qdim2l4 whbRiAtheidpen first-nearby time position is a cargo-
first-nearby/ second-nearby spread transactions

size pBiifGHt €d during a second predeternined period of
trading on contract expiration day, wherein a bona

fide Tigs Enetﬁb%agfbdélﬁeftﬁgﬂ?tféﬁlg@gﬁggr? E}E‘?—%&Bﬁ‘ﬁ%ﬁﬁ&ﬁ%&[i? less than

a purchase 1Tn one © y t1nme’ or secon
near ti xecut ed sinultaneously. wth le o -
cargo et L e rgearep e e ae i e By BB sy nearby dime
..second- near by éine. Zﬁ; The s¥stenLQf c“g%n112 wherein ..
positiphdhgyadjpsimensand Hieopep RFSEGHRY U ARSTICH SeuR Ig aSarepgipg dosttion.
having a particular size with futures shorts. 23. The
syt emTbe methadmf Zhinnk Bithen spmpsisingasesiying an @djustment to a second-
configured to first match future longs having the )
nearbp &intei positian, the 2djustineht tb ibaseeoshogathy time positie setting the adjustment
particul ar size. 24. The system of claim 22 wherein
to thetfhet-padyessofsitne confi gured to:

18.  The system of claim 12 wherein the adjusting of second-nearby time positions
offset the additions to or subtractions from market participants’ first-nearby time with opposite
positions in the second-nearby time.

19.  The system of claim 12 wherein the processors are configured to determine a final
settlement price and a spread index and offset the additions to and subtractions from the first-
nearby time positions at a price equal to the difference between the final settlement price and
spread index.

20.  The system of claim 19 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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match by matching a first participant's future | ong
position in the first-nearby tinme equal to the
particular size with a second participant's future
short position in the first-nearby tinme in an anount
equal to less than the particular size; subtract from
the second participant's first-nearby tine position a
difference between the particular size and the

agpunt .. and_ add .to.t second.partici.pant. s .

= 2onaTHEE of ol FRERH W Ypieef b is® weighipigverage of al

Sﬁte of CL? m 12 wherein the physical deli chré IS

pUfS ulFt e by searpdmeatPy  sBReahr HARBRENICIOXPEHeY heuring a  second

under|ying commodity. 26. The nethod of claim 25

predeigrained rperind of dedingopn coniragio AxRiEtiPpR ddaYe WhereR arbang fide first-
make additions to or subtractions fromall open

nearby/sacetd-nembpypreadrigansadioniio a pumhasevih ene phthefwst-nearby time or second-
processors are configured to adjust the second-near by

nearby time gegitéd sinmitaieoaslpwithea edjelal equal soludiefih @anethereof the first-nearby
between a final settlenent price and a spread index.

time 03 4ecdnid-ndBy it em of claim 12 wherein the processors
are configured to match or to neke additions to or

suptragfd Q)Fkgeéﬁ Bg@]aﬁhlnoﬁﬁ‘é}eiﬁitﬁé brdd6abRYaré tHBigured to match futures

posi tions. . conputer network for tracking

Jongs g%ﬁ{,é %g@ﬁgggr ket cpartjeipants in a futures

act’ based on an under ying comodi ty, the network
O RO St RS R ot bRl B sohffe o st mat
G B b o B T B bl

including: a first nunber of open cargo-size |ong
pédi t i dhasysiemselcdail Huvbapinghe prpesssarnpgsonfigued ivor t
positions; a third nunber of |ess than cargo-size |ong
posi t i tatch tyhthatchingou firdt pacticiant’s flutuess long [sition in the first-nearby
cargo-si ze short positions;

time equal to the particular size with a second participant’s future short position in the

bona

- first-nearby time in an amount equal to less than the particular size;
subtract from the second participant’s first-nearby time position a difference
between the particular size and the amount; and
add to the second participant’s second-nearby time position the difference.
25.  The system of claim 12 wherein the physical delivery is pursuant to a physical
forward contract for the underlying commodity.
26.  The method of claim 25 wherein the processors are configured to match or to
make additions to or subtractions from all open first-nearby time positions and wherein the
processors are configured to adjust the second-nearby time positions at a price equal to a

difference between a final settlement price and a spread index.
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el ectronic nmenory storing the indications of
open-first-nearby tine positions; one or nore
processors programmed to: nmatch any open cargo-size

| ong positions with any open cargo-size short
positions; if the first nunber equals the second
nunber, then updating the nmenory to bring renmaining
open first-nearhby tine positions to zero; if t he first

S | ess th econd nunber
natont TGS SURFR AT bf JPERD thHBFSr At PoiSiRid fp et or 1o
S than car go- S|ze | ong positions of |ong
make agﬁi?m taaﬁwtraa%ﬁt&%ali ﬂi@enﬁ‘trﬁbwrhycﬁm%msgwé the |ess
than cargo-size | on positions to cargo-size |ong
pé8i t i dneorapricrangtwatk forJeasking-nestiony of inskes artidippatsomn a futures
the long participants; and 33 if the first nunber is
contragt bastd pn tin anderlysgoeommlityuthie eetworheomprisinghi ng
unmat ched cargo-size long positions with | ess than
car go- she 6r #ioed tordanitatiunslinks fos Reeivingainticati@@dfopen first-nearby
updating the menory to increase the |ess than

C @h@QrositidRs MNBE FuturR@Shirdc B muRipleBReSpAcipaied, kthe open first-nearby
positions and adj ust a second-nearby tinme position of

tngwggghgnyﬁghﬁ& pants. 29. The network of claim28
wherein the rrark t participants with cargo-size

posi L1 ons. MRl Alimbak LY Bl ERLAIRELVELHpRUT Suant to a

physi cal formar contra

comodity. m.29 wherein the

mat ching | s3 56@PP€P%§ﬂ“€PP% R ROR S EPET pant s and
wherein the djustlng cond nearpy tine period

posi ti ons f hﬁf ssban GREasiAs sgosatf? shad
settlenent price and a spread i ndex and offsetting
changes in & {fousth-nyabenyf legsithen 4aega-tiee $hOEinopigiABs:wi t h
changes in second-nearby tine period positions at a

pri ce elgeradni¢ memory storing the indications of open-first-nearby time positions;

one or more processors programmed to:

match any open cargo-size long positions with any open cargo-size short
positions;

if the ﬁrst number equals the second number, then updating the memory to
bring remaining open first-nearby time positions to zero;

if the first number is less than the second number, and if so, then matching
unmatched cargo-size short positions with less than cargo-size long positions of
long participants, updating the memory to increase the less than cargo-size long
positions to cargo-size long positions and adjust a second-nearby time position of

the long participants; and
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di fference between the final settlenent price and the
spread i ndex. 31. The nethod of claim 30 wherein the
final settlenment price is a weighted average of all
first-nearby tine trades executed during a first
predeterm ned period prior to market closing on
contract expiration day and wherein the spread index
is a weighted-average of all bona fide

exeout 236‘83?4 %§°§”€g@%ﬁ%b% R D BB Bt then matching
tradin expiratjon day. 32, The nethod of
claim lé?dg?ﬁﬁgq -Hge }f&gd}ﬂsﬁ@m évx%épqs&p%aarg% sBizg jshort positions of

mar ket part i.ci pants. 34
short participants, updating the memory to increase the less than cargo-size short

positions to cargo-size short positions and adjust a second-nearby time position of
the short participants.

29.  The network of claim 28 wherein the market participants with cargo-size
positions make or take physical delivery pursuant to a physical forward contract for the
underlying commodity.

30.  The network of claim 29 wherein the matching is performed for all market
participants and wherein the adjusting of second-nearby time period positions further comprises
determining a final settlement price and a spread index and offsetting changes in first-nearby
time period positions with changes in second-nearby time period positions at a price equal to a
difference between the final settlement price and the spread index.

31.  The method of claim 30 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 and wherein the spread index is a weighted-average of all
bona fide (first-nearby/second-nearby spread transactions executed during a second
predetermined period of trading on contract expiration day.

32, The method of claim 28 wherein the matching is performed for all market

participants.
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