WD 01/ 48656 PCT/ USOQ 34022 SOURCI NG SYSTEM AND METHOD TECHNI CAL FI ELD OF
THE I NVENTI ON This invention relates generally to a sourcing system and
met hod, awmoomesess particularly to a sourcing systemand neChosof3an22

pur chasi ng products or services using a nulti- 5 paraneter auction.
BACKGROUND OF THE | NVENTI ON Cor por ati ons, busi nesses, organizations,
governnental agencies and other entities regularly purchase a variety of
10 office, industrial, manufacturing, conputer, comunication and ot her
products, systens, goods, SUpPRLI®GS, SEgUEMNBND BMRUHO®Der vi ces (i ndividually
and collectively referred to herein for brevity as "products"). The
process for awarding contracts for such purchases is often I engthy and
expensi verp A TE AN SPEE 1O NSE of € SPRhTESy conpl i cated by di scount,

delivery, tenance, warranty and ot her

i mport ant var iBbl esinkechiane na‘ltaeremegeneaalablybébor@ sbhectingnsacttieon is

f I d t | 1 d tiat th diff
vendor & 1 ETEF ROt he ABELI g0 B DULEL ST b “ERe beSTUpY 104, SUGHETerHY i es

pur chasi ngetsisd peedyshrsciesdald | phobidctBouse perehaskngidiopar hmentis or
out-source the purchasing responsibilities to consultants. These

pur chasi rigar@p%‘fﬁfalﬁuﬁ%l@h’pl oy well established procedures for obtaining 25
product specifications, pricing and other inportant information fromthe
vendors and conpari ng the products offered by vendors. These procedures
may i ncl \BReCKEROIND COMVEHE | INMENTDON s such a request for information

("RFI") and a rec!)uest for proLPosaI "RFP"). WD 01/48656 PCT/ US00/ 3640122 2
ratlons, sinesses, rganlzations, governmen

agencies and other entities regularly purchase a variety of
10 office, industrial, manufacturing, computer, communication
and other products, systems, goods, supplies, equipment and
services (individually and collectively referred to herein
for brevity as “products”). The process for awarding
contracts for such purchases is often lengthy and expensive.
15 Transactions are sometimes complicated by  discount,
delivery, installation, training, maintenance, warranty and
other important variables which are often negotiated before
the transaction is finalized. Purchasers typically conduct
negotiations with different vendors to obtain the best
20 products for the best price.

Some entities purchasing such products establish in-
house purchasing departments or out-source the purchasing
responsibilities to consultants. These purchasing
specialists employ well established procedures for obtaining

25 . product specifications, pricing and other important
information from the vendors and comparing the products
offered by vendors. These procedures may include using
conventional tools such a request for information (“RFI”)

and a request for proposal (“RFP”).



More recently, certain entities have inplenented on- |ine auctions to
facilitate the purchase of certain types of products. Existing auction
systens gemer/adoby focus on price of a product as determ PCTV@SeB=0UL CONE
of the auction, 5 rather than the total cost including price plus the other
costs incurred in using, operating, or ptherwise incurred in the ownership
or disposal of the products to the purchaser. SUMVARY OF THE | NVENTI ON 10
One aspect of the invention is an electronic auction system The

el ectroni ¢ auqiden Sy¥HeeBIgONPEesesisomidiariesohiawar eipaemestegerat e to
receive multiple paraneter bids on at_|east one product froma plurality
of vendorkinerictiprsafe facilitfbf bp8r RHFEhESSc At QK@ ithd ¥RRA%I O ost
of 15 th fauct topkk c ¢ kN S vedey j
accordi ngnf% a t%’)'t al E%%E}:P#%r erg?g?o{& ﬁge/rgﬁggge%é@gf%q?h@e invenot%i oﬁr?%ell be
descri bedbbelkowprdfiect nvent idet erad ndeger thei npareamt odchhhealaucithemt ages.

Various enbqdi mepnts_of_.the_ipvention ma aye 20 _sone, none,.or all of

t hesegadv%tﬁ'éeg%sgk?ﬂe q}?ﬁ/eﬁ?P%ﬁ ﬁqs&/vsl%%ﬂé%}??yptr&cﬁur%ﬁé%etf)l?oa‘ﬁtckf%r usi ng
an aucti aiostl ofessridat ihakesngnt epageetny, acrardteierwifsev aridalhaes) ofn
interest to the purchaser other than price. Qher araneters that may be
fact or ed Gt CWReBIRIP costdigpose b5 harhe M%@u%‘?%dg‘ét thayPyhehader - but are
not limted to, discount, delivery, installation, training, naintenance,
swi tching costs, and warranties. The invention thus allows a purchaser to
ef fici entdUMMARKE O THp| ENYENBI®f ers into account when nmaki ng a purchase
So as _to obtaipn a nore %O d s'gqabl.e out conme when purchasin .groducts. The
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software that is operable to receive multiple parameter bids

on at least one product from a plurality of wvendors. The
software is further operable to calculate the total cost of
15 the product to the purchaser in response to each vendor's
bid according to a total cost formula. Other aspects of the

invention will be described below.

The invention has several important technical
advantages. Various embodiments of the invention may have
20 gsome, none, or all of these advantages. The invention

allows an entity to purchase products using an auction
process that takes into account a variety of variables of
interest to the purchaser other than price. Other
parameters that may be factored into a total cost for a
25 particular product may include, but are not limited to,
discount, delivery, installation, training, maintenance,
switching costs, and warranties. The invention thus allows
a purchaser to efficiently take multiple parameters into
account when making a purchase so as to obtain a more
30 desirable outcome when purchasing products. The invention
may also facilitate competition in bidding by optionally

providing feedback to suppliers during the bidding process.



3 In sonme instances, a purchaser may wi sh to adjust the total cost fornula
during the auction to test different weighting of various factors. 5 BRI EF
DESCRI PTvablo#863¢HE DRAW NGS For a nore conpl et e under st anBCTviyS@i3401ze
present invention and the advantages thereof, reference is now nade to
the follow ng descriptions taken in conjunction with the acconpanying
drawings in which: 10 FIGURE 1 is a flow diagram of an exanpl e sourcing

met hod;, FIGURE 2 is a flow diagram of an exanple auction planning process;
FI GURE 3 i goifi OVhgtageas) ob aurekanere it wich RE® adfudeveltepnsstigl
review and issue process; FIGURE 4 is a flow diagramof an exanple auction
execut i orf$tocklsmufr aRELIBIj $hg far%wrag?%n%ﬁg Rl dhsrenss Wt Hcti%n

set up prcpfe\gasrfcflfg My bes used in accordance with the 20 invention;
FIGURE 6 1s an iIllustration of an exanple naster table search, selection
and creation interface accessible by the inplenmentor; FIGURE 7 is an
iIIusérat' Of Al e s éginformationinput interface
acces 5y P oF— G5 —+s an illustration of an exanple
product or catmgerys magbes i sbaplateonundpukbteAtiehbacefacagssi wednnt t he
implenentor; FIGURE 9 is an illustration of an exanple sub-product 30 or
sub- cat egdrseHERrandphhe| AEYAREEIST i HiTeUoe TRERERRFBI &ShyQrhdrade

inplenenhgg;tﬂg)Qéﬁﬂ§@§ﬁgpgggg§qgk§%9%2taken in conjunction with the

accompanying drawings in which:

10 FIGURE 1 1is a flow diagram of an example sourcing
method;

FIGURE 2 is a flow diagram of an example auction
planning process;

FIGURE 3 is a flow diagram of an example RFI and RFP

15 development, review and issue process;

FIGURE 4 1is a flow diagram of an example auction
execution process;

FIGURE 5 is a flow diagram one example of an auction
set up process that may be used in accordance with the

20 invention;

FIGURE 6 is an illustration of an example master table
search, selection and creation interface accessible by the
implementor;

FIGURE 7 is an illustration of an example user master

25 information input interface accessible by the implementor;

FIGURE 8 is an illustration of an example product or
category master information input interface accessible by
the implementor;

FIGURE 9 1s an illustration of an example sub-product

30 or sub-category master input information interface

accessible by the implementor;



4 FIGURE 10 is an illustration of an exanple paranmeter nmaster information
i nput interface accessible by the inplenentor; FIGURE 11 is an

i1l ustratwonvefesan exanpl e constants 5 naster informati orCT/upa34bazt er f ace
accessible by the inplenentor; FIGURE 12 is an illustration of an exanple
auction search, selection and creation, interface accessible by the

i npl ementor; 10 FI GURES 12B and 12C are illustrations of an exanple
auction identification and scheduling interface accessible by the

i mpl ement or; FEIGIRE 1301 S Ananl liustusatdaanicof an exanpkempadtegainameter
assignnment interface accessible by the inplenmentor; 15 FIGURE 14 is an

i || ustratMaftest ahnERERPF&OPenddPUtassiBRAEARCE Nt &I G ssPBl e TF t he

i mpl enentiqr(ﬁlé:nlle 15 is an illustration of an exanpl e sub-category

assi gnnent “i'nterface accessible by the inplenentor; FIGURES 16A and 16B are
il lustrations REGURE exanplse a0 igdneetedriget op iamt eekavelacceusitHi Dy t he
inplepentor; FIGJRE 17 s an illustration of an exanpl e.constant

assi gnnefPShit setl OF‘B?L&EPCUI%HR g tngFr§8§?s iarﬁcérgf Salcbge acggssitokfee by

t he i npl engitedisntdGURE 18 is an illustration of an exanpl e subcategory 25
assi gnment interface accessible by_the inplenentor; FIGURES 19A and 19B are
i |lustrations BECEE ekxdnpl és faft milladvesrpaisnetet assi ghaBRtSi METHiRe

accessi bl.g By hec. | BpLpORNLOYS L 208 208.anch 2 2010 d | bystaral | ons

of exanples total cost formulas for telemarketing serviceS, printers
and of fi cengslgmentess; respecti vel y;

10 FIGURES 12B and 12C are illustrations of an example
auction identification and scheduling interface accessible
by the implementor;

FIGURE 13 is an illustration of an example category
assignment interface accessible by the implementor;

15 FIGURE 14 is an illustration of an example vendor
assignment interface accessible by the implementor;

FIGURE 15 is an illustration of an example sub-category
assignment interface accessible by the implementor;

FIGURES 16A and 16B are illustrations of an example

20 parameter setup interface accessible by the implementor;

FIGURE 17 is an illustration of an example constant
assignment and setup for calculating total costs interface
accesgssible by the implementor;

FIGURE 18 is an illustration of an example subcategory

25 assignment interface accessible by the implementor;

FIGURES 192 and 19B are illustrations of an example
formula to parameter assignment interface accessible by the
implementor;

FIGURES 20A, 20B and 20C are illustrations of examples

30 of total cost formulas for telemarketing services, printers

and office supplies, respectively;



WO 01/ 48656 PCT/ US00/ 34022 5 FI GURES 21A and 21B are illustrations of an
exanple report assignnent interface accessible by the inplenentor;

FI GURES 2¢@dom#ds@2B are illustrations of an exanpl e aucti paTwsswfdrat i on
and notification interface accessible 5 by the inplenentor; FIGURE 23 is
an illustration of an exanple auction nagenent interface accessible by
the inplenmentor; FIGURE 23A is an illustration of an exanpl e purchase
accessi ble interface which enables the purchaser to view the 10 total cost

formula; FI GUREEKREs anal | Augt ratg oaref ian exarmd forigicidfonan achiamgle
view ng interface accessible by the inplenmentor and the purchaser; Fl GURES
25A and 25Bente d93igtnent ot offage acepitibhs Rentye HEREIEEBIRT| nt er f ace

whi ch enabl es d to nt t ve ' i or,d h j

par anet ers duréf@éﬁeggﬁct?r&ﬁ azﬁzr(? sgfgcteﬂglt Set?:%)&e%?rtlj% egffor%\llrldﬁ'le%f{nlgoleet he
vendor kyudthieorsystetf iERGIRE 24nd s nan iiflilcastioat | ont ef fane ey ss alrchaser
20 accessible interface which enables the purchaser to view bids entered
by thé vé?iﬁdﬁ'ée OMRIFMSRERY bl e parameters, nmake adjustnents thereto during

the auction ansigaiect 0t har af eatiungs Aa\dfled t oahhespakshasefudii dihe
system FIGURE 27 is an illustration of an exanple purchaser 25 accessible
i nt er f acendrovoatiespl ayitrrr ek aaeies3iple bmeth%u#l&mg%@?n‘él‘aﬂ ng the auction;

28 Lon BRSO g 30 AT st e chapn dnuesa e of
exanpl e saugysiblI Pigphface which enables the purchaser to view the
10 total cost formula; ’

FIGURE 24 1is an illustration of an example auction
activity viewing interface accessible by the implementor and
the purchaser;

FIGURES 25A and 25B are illustrations of an example

15 vendor accessible interface which enables the wvendor to
enter the vendor’s bids for the multiple parameters during
the auction and select other features provided to the vendor
by the system;

FIGURE 26 1s an illustration of an example purchaser

20 accessible interface which enables the purchaser to view
bids entered by the vendors on the multiple parameters, make
adjustments thereto during the auction and select other
features provided to the purchaser by the system;

FIGURE 27 is an illustration of an example purchaser

25 accessible interface for displaying bid activity to the
purchaser during the auction;

FIGURE 28 is an illustration of an example interface
having an example of a stock graph displaying bid activity;

FIGURE 29 is an illustration of an example savings

30 graph;

FIGURE 30 is an illustration of an example alternative

savings graph;



FIGURE 30 is an '"illustration of an exanple alternative savings graph; WO
01/ 48656 PCT/ US00/34022 6 FIGURE 31 is an illustration of an exanple

al t er nat iwe@o01/¢s8%¢ ngs graph; FIGURE 32 is an il lustration pE€T/@m0esd012pl €
interface having a vendor pricing feedback graph; 5 FIGURE 33 is an
illustration of an exanple interface ving an alternative vendor pricing
feedback graph; FIGURE 34 is an illustration of an exanple interface
having an alternative vendor pricing feedback graph; FIGJRE 35 is an
illustration ofiGUrREXanphe iai el fBaos radi diavoAgaan exlamylratd Mee medtiore
pricing feedback graph; FIGURE 36 is a schematic di agram of an exanpl e

ar chi t ectSA6L IS Hfakire for | npl ementi ng the systemand nethod of the
present inventpQiyr@nd  FlEREL3T; 1§, & SERIRL Le daragreamn%ﬁeawa@ml&
physi cal 15 network for inplenmenting the systemand nethod of the present
i nvent i orha\DEFRAl 4 ERRESCRMPIE Oy Creddia ¢ NVENTBION The preferred enbodi nent

of the present_] tign and__20. Jts ,advant ages are best understood b
ref er gi ng to I'—FI%.%%% 5% 37 of'™t HeleJrSaW%tg]so,n I ?Ee aﬁhr’rﬁfcﬁf“?ESeijﬁgt%fse%F or
| i ke and h£eimde o gl tgripet 1-8e OfehdiEr s i Olisg Of S¥EIBGSk JhgpBpurcing system

and nethod of the present invention generally enable a purchaser to use an
el ectroni c bi FAFFE 284pricteds thl Biftctrdsi©hr 88ucds. ctpiPoRal IRLCH AR r d

party | TARIEDL Of Y AR LY PUEGDASHE S obEaldd ok ObpmEhon on product s

offered by a urality of vendors, are the product ered by the
plurality of VENdHE Baseiks oant hidl lydtradlidry of par asshepde andedrehet a
Conp%%itiﬁgbfégzgn alternative vendor pricing feedback graph;

FIGURE 36 1is a schematic diagram of an example
architecture of software for implementing the system and
method of the present invention; and

FIGURE 37 1is a schematic diagram of an example physical

15 network for implementing the system and method of the

present invention.

DETAILED DESCRIPTION OF THE INVENTION

The preferred embodiment of the present invention and

20 its advantages are best understood by referring to FIGURES

1-37 of the drawings, like numerals being used for like and
corresponding parts of the various drawings.

The sourcing system and method of the present invention

generally enable a purchaser to use an electronic bidding

25 process to purchase products. Optionally, a third party

implementor may assist a purchaser to obtain information on

products offered by a plurality of vendors, compare the

products offered by the plurality of vendors based on the

plurality of parameters, and conduct a competitive total

30 cost bidding process or auction to obtain bids from the

vendors on a plurality of pre-defined parameters to

determine the best comparable total cost for the selected



30 cost bidding process or auction to obtain bids fromthe vendors on a
plurality of pre-defined paraneters to determ ne the best conparabl e total
cost for whel/sssbect ed WO 01/ 48656 PCT/ US00/ 34022 7 pr oduRCHUSWHME2022

i npl enentor could also be the purchaser itself. The sourcing system and
met hod of the present invention nay be, used for the purchase of products,
a category or a 5 subcategory of products. For sinplicity, the description
bel ow focuses on downward auctions where the purchaser is trying to obtain
the | owesirddidls cost ;THwowewel emeheopr esentld i aveat iloa che d mlsthdeer
adapted for upward auctions where a vendor is trying to sell products at

t he hi ghésttseijoﬁtal cost 10 to one of several purchasers. In such a case,

mul tiple parafgt esSufson t Hes6&h! ShasmBehsResll tae( ifHEMMH NG AHn N
limted to those di scussed above and bel ow fromthe buyer's perspective)
coul d be mconat egedorféomn aheoralrcheste fof npraducthe el takes@uydosi mply

use the sof.tware to obtain the 15 highest .possihle total cgs A .cat egory
may r fersﬁbocv%eggr%% 81% rr?cg%%t Sp'r odu}g?lé osrlmpsslelrcvlitcyés éﬁ%h %sédcrol%r%%l% y
product s k¥1 SOMpbexsper dras@owsRavicesictShaat egerees mypunehuderf urd her
subcl assi fication of a cat egori/. Each category or 20 subcategory may have
nul ti pl e Pardmkte? sokikabei Bhedl AVERT| F?taﬂ‘oFoé%anﬁloé’,evﬁrcatté‘t?orRFer%‘t

representixﬁ,&@]ao}semyd and.t he a%‘é@)‘t%@feﬂ?fi%wm hOekydast hpeassagi at ed
jobs (i.e., nolding, nmachining, stanping, etc.). As another exanple, a

conpany sesidawy b$ dsryonguppl peddpwnrbiv e sattrayhdaréghestpy 025 lmerddthe
category wth_subcategories such as heavy use, nel,(lji um use, and -l.ow-use.
5%% ﬁ?a SUG a  cage,

Par afrét er's f 8FCed HEAL go?lflrc At °i ncl ade T ht Enahces vvénrurle{‘n]tpyl,

paper, tfamedH Ll 8rom the seller's perspective (including but not
limited to those discussed above and below from the buyer's
perspective) could be accounted for in a total cost formula.
The seller would simply use the software to obtain the

15 highest possible total cost.

A category may refer to a group of various products or
services such as commodity products or complex purchase
services. Subcategories may include further
subclassification of a category. Each category or

20 subcategory may have multiple parameters associated with it.
For example, a category may represent a subassembly, and the
sub-categories may include the associated Jjobs (i.e.,
molding, machining, stamping, etc.). As another example, a
company seeking bids to supply copy machines may have a copy

25 machine category with subcategories such as heavy use,
medium use, and low use. Parameters for each subcategory
might include maintenance, warranty, paper, toner, sorters,
etc.

The invention may be wused for various purchasing

30 scenarios. For example, it may be used during the initial
sourcing of a category (or subcategory) after an RFP has

been issued to a screened set of suppliers. It may also be



etc. The invention may be used for various purchasing 30 scenarios. For
exanple, it may be used during the initial sourcing of a category (or
subcat egw@)i/afeser an RFP has been issued to a screened Betr/uséo/mopliers.
It may al so be WD 01/ 48656 PCT/ US00/ 34022 8 enployed during the
re-sourcing of a category (or subcategory) by a purchaser, and in
recurring sourcing situations to obtain the best conparable total costs
for a category of products on a regular basis. Thus, the auction 5
sof t war e enqpllad/die usied isepar ahel y 18- souxaiviy natdfon wi t hcategoRFl afwk RFP
processes. Wien a purchaser or buyer (referred to herein as a "purchaser™")
desires tORAREITS br fAicts @AYERASFoduAdYE T sT&ERIT gdls, S 1%s,
equi pnenty; SEIMAHGES 06 LBreQrbidial i 9ast t bergaihblkha S IChasst s ey rbegi n
the process by engaging a facilitator, auctioneer or inplenentor of the
syst em ( rasftegaeyy tef herefincas the 2" ingaudeentlorsyst o Fbubst thehaystricdiaser
to purchase .the prod . Aternativel th . apl r . t
purch%sersol tswea}]?e.o i@u@}%i%ﬁe%fs %?%?%byPrggcégg cﬁg@ g%l%tﬁdwno“@v%thoﬁee
dr awi ngs rM &rdl [REE ietd@ssdas . FI GURE 1, an exanpl e sourci ng net hod,
generally indicated by nuneral 10, incl ude?)éseven %ener al stegl(sj.aThe st eps
es

whi ch 20 are ditfus&edPPRCRIFEheCdePHY P hel BRECEHERSr 419 y rRer S ®)

pl anni ng L he autd,on 16o(LLy doyehopingdsandiaiidd an. oRFl pndnan PP 24;
(') issuing specs or bid sheets 20; (IV) 'executing the auction 22; (V)
conduct i mysftiewd, negobidsti onss@R1lias) aweddiipgeatcont raerv8esand qvi )

25 gfger%&%ﬁ%ﬁ%é¥géga§ﬁegég 5,3%héfp££@h§gg£ch%%'%ﬁ%fﬁnkﬁe process
by engaging a facilitator, auctioneer or implementor of the
system (referred to herein as the “implementor”) to assist
the purchaser to purchase the products. Alternatively, the
implementor may be the purchaser itself.

15

Overview of Sourcing Process

Referring now to the drawings and in particular to

FIGURE 1, an example sourcing method, generally indicated by
numeral 10, includes seven general steps. The steps which

20 are discussed in further detail below, generally include:
(I) planning the auction 16; (II) developing and issuing an

RFI and an RFP 24; (III) issuing specs or bid sheets 20;

(IV) executing the auction 22; (V) conducting final
negotiations 32; (VI) awarding a contract 28; and (VII)

25 generating a purchase order 30. If the sourcing system is
employed to re-source products or in the recurring sourcing

of products, steps two and five illustrated in FIGURE 1 may

be omitted. It should also be appreciated that if the
sourcing system of the present invention is implemented by a

30 purchaser without the assistance of an implementor, the
purchaser will perform those steps performed by the

implementor. Additional steps may be included or some or



enpl oyed to re-source products or in the recurring sourcing of products,
steps two and five illustrated in FIGURE 1 nay be omtted. It should al so
be appresvavedsshat if the sourcing system of the presenpCi/ms@m4dzen is

i npl enented by a 30 purchaser w thout the assistance of an inplenentor, the

purchaser will performthose steps perfprned by the inplenment

or.

Addi ti onal steps nmay be included or sone or WO 01/48656 PCT/ US00/ 34022 9

all of these steps excluded w thout departing fromthe scope

of the

i nventi omliTher ntthé$pl e Pos agrtBudadcivi enotet Hegaand ngs drtomarthareyecdye used

ed. in re
tlg’t%i. tion

Pl anni ng fcf]f)&%?xse (b 6Ppk) JRRIET 1H88p80%eh 01 §! SRR 12 s t hBobaRLeRRNtQIT 1

i ndependently of this process as well _as the processes descri
detai | betovthf t HHR™E 5P¥epaf PEnGUL F ORI ENB2ERBFESHT 3Hd LRy &t

presents t

e auction concept to the purchaser, as indicated by bl ock 34.

10 This resy itineol peOodespast réeseyibbd@ siour oomg sgstail ante tdw cusidimpt

Bef or e

benefits and risks of t sourcin ystemw th . the purchaser.
devel Opi n R i i%or%[qu}ﬁ esgcilo,p? ﬁ%éi%lp? eln%"r'ﬁ%rlorrlmy det ermi ne whet her an
on-line real-tine interactive 15 conpetitive auction can be successfully

i npl emented to source the products, category of products, or subcategory of
product s ARCtion Bhanping Fregess (S¢e h the discussion in this

appl i cati on freguentiy, refers,t prihreay

real -time, the invention does not need fo 20 be used in that nanner.
exanpl e, aue iauctdoncepestoothengadt dhasgacurasmnihdheat@dpbyclidssk ¥4 .an

i npl ntqr. may obt.ai n paper. bids or el ectronic bids using ot
and gggpl t5he i dﬁivé)]tvoept e“}ﬁfﬁqr&t%tv@"ree. ﬁoﬁlrcefﬂ%ﬁti% m

ther saoII
The %6

ctial 3%p1RGRE RN HdR A the

For

war e
t war e

can be usg@ideing hBenenidsr éddtkiBks of the sourcing system with

the purchaser.

Before developing an auction strategy, the implementor

may determine whether an on-line real-time interactive

15 competitive auction can be successfully implemented

to

source the products, category of products, or subcategory of

products as indicated by block 36. Although the discussion

in this application frequently refers to the auction as

being on-line and real-time, the invention does not need to

20 be used in that manner. For example, the auction does not

need to occur on-line. A purchaser or an implementor may

obtain paper bids or electronic bids using other software

and supply the bid data to the auction software.

In

addition, the software can be used other than on a real-time

25 basis. The time at which bidders and/or purchasers are able

to view the status of the auction may be adjusted such that

it is not in real time.

The implementor may evaluate the suitability of the

auction for the category using many different criter

ia,

some

30 of which may include: (1) the degree to which the category

includes commodity products; (ii) the clarity of wvendor

equipment specifications; (iii) the number of sub-categories



25 basis. The tine at which bidders and/or purchasers are able to viewthe
status of the auction nmay be adjusted such that it is not in real tine.
The i npl av@nt/es656ray eval uate the suitability of the auctpPonukarssvize
category using many different criteria, some 30 of which may include: (i)
the degree to which the category includgs comodity products; (ii) the
clarity of vendor equipnent specifications; (iii) the nunber of

sub-cat egori es WO 01/ 48656 PCT/ US00/ 34022 10 (i.e., whether there is a

| arge or ained |, muideic of theddabke a laeyd t@rsgnall vhumbetrherf noirddetlee
paraneters can be uantified; (vé whet her pricing elenments ancillary to
the baseldfifit Ee¥ts)inar Fint i e¥eBP8EoURPE PELES)  RPEERSELF 5 fdt i and
benchnar ked: (¥ ed he RYMRE @k NOPrPEIGS  PARITRIL! ShcliMhiaryhebhaimd he
val ue of nhon-price paraneters 1s significant conpared to base unit cost;
(viii) tHmseiwaity obsthe (vendentiaeketdi¢tqinihet hetctherareés easily

sufficien unber of .vendors fo ach sub-category:. (x) 1Q whether the size
of pugchéﬁeeéllrée ped e SPC?‘?a iﬁ%e engvul hct%}eo g%xn%k?é e ?i(%gninfcfr%:é)n]il&

conpet i t iivarieddrahethes) thike€nsts thkorvLhangbNgnyangelis eares re tead
(xii) whether the vendor pool has conparable peers; (xiii) whether the
vendor ddpabFignikicante strpared(xFQ) RAEEherNike ¥&FIGrs Cant e ©
grouped int equf | f to. sinmi,ar peshs Sahdhat separate
auct i ons ]'l(;&a\;r)lafk}? held; %?lxe\?) vég{eot%ﬁrerqul org%%t'i ca l}‘{j}i ssues are m nimal’ (xvi)
whet her enttrsiarte hambeirar ofi tvendomeb florowsechamsulened t egany: hal®e easy

i nt er net cctekgs ]é(xvi i.% ant her vendor,s in al el evant %Li ne zones can 20
parft?:.ei pdfE B Y581 FLFe Rt ke AR End) Bt exchange  Par&X 9 STELEhn be
easi |y mannggenetritsheubdilbecappr edniad dital; (hepewketheri ahar exganer al
gui delines for a successful

for changing vendors are minimal; (xii) whether the wvendor
pool has comparable peers; (xiii) whether the vendor
capabilities are similar; (xiv) whether the vendors can be

15 grouped into categories of three to four similar peers, so
that separate auctions can be held; (xv) whether logistical
issues are minimal; (xvi) whether vendors are familiar with
a web browser and email, and have easy internet access;
(xvii) whether wvendors in all relevant time 2zones can

20 participate; and (xviii) whether currency and exchange rate
issues can be easily managed. It should be appreciated that
these criteria are general guidelines for a successful
auction candidate, not prerequisites for conducting an
auction. In other words, the auction software of the

25 present invention may be used to conduct an auction
regardless of these criteria.

As part of the auction planning step, the implementor
may identify several (preferably three to four) major cost
drivers, as indicated by block 38. It should be appreciated

30 that the number of major cost drivers could vary. The major
cost drivers may be used by the implementor to determine the

comparable total cost for the products and generally include



auction candi date, not prerequisites for conducting an auction. In other
words, the auction software of the 25 present invention may be used to
conduct amoauedes®n regardl ess of these criteria. As partProf/uséves4ezrcti on

pl anning step, the inplementor may identify several (preferably three to
four) major cost drivers, as indicategd by block 38. It should be

appreci ated 30 that the nunber of mmjor cost drivers could vary. The major
cost drivers may be used by the inplenmentor to determ ne the conparable
total costhd orbhbe prmdied s abdsgergidlildablre] udarén01£4865Gneillary

PCT/ US00/ 34022 11 the base price plus applicable rranties, ancillary
char ges, Tt s, FEPEPWtaAnd of HeRtRPar g88d0r O&XSEndi FE5whi &F t he
system i degtd fd 88,88; ParHRYLr $he SHEBC PR’ APBLSE SriBY 14¢! Yo ddeandr-d or
which a price 1s 5 charged or other nore subjective paraneters. \Were

par amet er1clr e psuleimettainge, malfe puethdseritanl orf dmpéieht o prayceuamify

t he pgralr}frier and assi g}g_‘it a cost bas%d upon theadi,a ortance of hheeref act or
to the p faer. Ph a |}te|ron,mo16%e Srodore H'6r as rra%/e]f)e' used t0 convert
a par anetrdodtedd areosuubyjechevkakemd nberagsesant and/art dindd]l ed@sitor
formul a. For exanple, where a purchaser of equipnment expects equipnent to
fail peri%H ca@rdytifvethsaraiafetsd faid up8sSter duch egsfpReseonaPPBe used
to cal culgie j}r@ﬁ‘oﬂé&ﬁtéﬁ £Rst £a0f oFNeodenat LR hakelhe aquiRaent; dsuch
as, for exanple, 15 ere the downtine causes an assenbly line to be

hal t ed) . cilrisyr pereeref ersubay wayhee beegr toeconveat- gr inee anedreaNelrgrds .

i scolnt & TPFF) GEDHe e&o i) 17 eScgelEt dibeBur e Y viobt: At s

charges; Hot ) srhmpeeancemYechas gepurandseyi i Jomdnegusbmahton aiargas.

Exanpleséghggﬂgnt to fail periodically, the mean time to failure for
such equipment may be used to calculate the projected cost
of the downtime for the equipment (such asf for example,

15 where the downtime causes an assembly line to be halted).

Thus, parameters may either be price or non-price

parameters. Examples of price parameters include: (i) base
price; (ii) volume discounts; (iii) rebates; (iv) life cycle
discounts; (v) utilization charges; (vi) maintenance
20 charges; and (vii) administration charges. Examples of non-
price parameters include: (i) delivery timing; (ii) national
service coverage; (iii) quality levels; (iv) employee skill
levels and training; (v) dedicated account management team
resources; (vi) custom reporting services; (vii) online
25 ordering; (viii) length of warranty; and (ix) length of
contract. In addition to variable parameters, the cost

drivers may also include fixed wvalues such as switching
costs or other fixed costs of the supply relationship.

The implementor develops an auction pricing model, as

30 indicated by block 40, as part of planning the auction. In

addition to the selection of parameters, the implementor

works with the purchaser to select the products or items



price paranmeters include: (i) delivery timng; (ii) national service
coverage; (iii) quality levels; (iv) enployee skill |evels and training;
(v) dedi vapet4smscount nmanagenent team resources; (Vi) CuBCDWSEEOIZ i NQ
services; (vii) online 25 ordering; (viii) length of warranty; and (iXx)

| ength of contract. In addition to vafhable paranmeters, the cost drivers
may al so include fixed values such as swtching costs or other fixed costs
of the supply relationship. The inplenmentor devel ops an auction pricing
nodel , asxhal0 iwidilcatoed by dbl eek BO, ahepavéndﬁ)r.‘ﬁ)l amﬂixirghthﬂqaucst}imm n

addltlontothe sel ection of paraneters, th nt o works with the
purchaserlq%“'sleﬁleec? 3 eSPPodd ?goﬁ?‘e?terrEOV\%eé gg’@ A057 12

that willche Bhd-Ondyrt hequgpderss Woheh h'ﬂ@hé}éﬁtemmpa@tnt llfuee@ asfor
sub-categories. To define the sub-categories, the purchaser identifies the

hi ghest iinpdotsiqrensnf ghe |&R:ijs¥bn(¢r9thetbacttle@1 Yteews | thpk feke tWhs
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categori es ar @t glca egorles sub categorles
coul d repjaaf@jttrlae§etax@f phaba grdmiﬁ)éi:lng,n ﬂTagﬁ]baﬂ.ngca’Sé@.@pldélg
associated wth the production of a subassenbly, he cat(?rg ou

r epr esentSUNE AEIUHRS e AN FB‘?PE%?%BrlaessﬁFt rPfhél? Znds” of ‘?%t%’rﬂsg t he

auction nﬁa&lﬂgﬂ{gﬁdegtsﬁﬁlﬁe s Wpéééé@&ﬂca'dd@yehomnw rodBéKEbn bagket of
representative itens. For exanple, in the office supplies category, the

pur chasersutmsssilelgt, t hearohe thendr exh gy makingl dip theP¥REANS| griilfd cant
P S AR Blok I BAURDAN SR Oskl e
provi de plucdigh f @riedely pmodett ¢dnt he @ﬁm@&hfb@sﬂkeby sdbvé bbpieg at the
sub-category | evel. ,
market basket of representative items. For example, in the
office supplies category, the purchaser may select the one
hundred items making up the most significant purchases from
15 the thousands of items and group them into ten sub-
categories. During the RFP process, the vendors bidding in
an auction may provide pricing for each product in the
market basket, sub-totaled at the sub-category level.
During the auction, the vendors may bid at the sub-category
20 level. This enables the system to handle bidding on a
relatively large number of items in a manageable fashion.
Bidding could, however, occur at the product level.
Using the selected parameters and sub-categories, the
implementor creates a total cost formula for each vendor.
25 The total cost formula may be the same for all participants
in an auction or may be specific to each vendor. The
ability to use a formula specific to each vendor allows the
software to take into account cost items specific to a
particular vendor such as the cost of converting from one
30 vendor to another. (For example, there may be costs in

setting up accounting/payment systems to take the new vendor

into account as well as a cost of physically changing out



During the auction, the vendors may bid at the sub-category 20 |level. This
enabl es the systemto handle bidding on a relatively |large nunber of itens
i n a nmanageablsssd ashi on. Bi ddi ng coul d, however, occur apCT/sogqm4ouct

| evel . Using the sel ected parameters and sub-categories, the inplenentor
creates a total cost formula for each ygndor. 25 The total cost fornula
may be the sanme for all participants in an auction or nay be specific to
each vendor. The ability to use a formula specific to each vendor all ows
the sof tasarieodient Ake | nt2os acpaunt oSt deétmiagecidiie t foamuparti cthar
vendor such as the cost of convertjng fromqn 0 vengor t o_anot her. (For
exanpl e, ¥HIGRELHe IEFEETINGS SE{"‘Fi g tp i AGPpa§HEht SR t o
take the Of | BLELACEOUNLAS piRLheRerd CASt AlrPhysi Galdda Glangi ng
out WO 01/ 48656 PCT/ US00/ 34022 13 equipnent.) As part of defining the
formul a, heleow i npTeuent 86 defénsidndeneigr urfietdlabedst ahd Ebst aastst dmM
assi gped .to each .of the_paraneters.as, further i Q as
defi ned ht&eei%lfrcfkb?%?rc%cg ?}%et?lgoglég’t:g £o gattﬁéeg%gr g’%g%‘% uoc}rlt\ést %%er%ducts
or categ¥y tafe pFOEisd hnsethe tofrd hend ed@ist et pasades er s and
sub-categories._ Planning the auction may al.so include assessing the
category appr dRGAHERI i hdicca®Bat by bl Bk A?Zl.sqf13‘33&58g0‘?§lseﬁ%gnﬁottkﬁeen
sour ced j apRLo i F d ;RR fe@sSes.
I f the c%ﬁﬁrﬁaéﬁﬁgﬁé%bu%egﬁ%g? (t):%g, Lﬂéﬁdbl%héeﬁ]\eﬁeﬁdor ans?e di%}st%wel I

known, t Hexs t hetcdteegorgouresdobefipng, ora r e¥pE e hg 2PONCGIANY BPpLeactts may

be used. RFI RF el opnent and S Praoce S I 5 3
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strategy, as _ . ,
re-sourcing or recurring sourcing approaches may be used.

RFI and RFP Development and Issue Process (Step II)

15 FIGURE 3 illustrates a process for developing,
reviewing and issuing an RFI and an RFP. Before developing
the RFI, the implementor develops an auction strategy, as

indicated by block 44, considering such factors as the:

(1) number of auctions; (1i) number of vendors;
20 (iii) auction sequence in the vendor selection process;
(iv) pricing model ; (v) auction disclosure plan; and
(vi) pricing feedback format. This auction strategy guides

the development of the RFI and RFP.
The implementor assists the purchaser to develop and
25 issue an RFI to determine the interested vendors in addition
to defining the product specifications and requirements, as
indicated by block 46. The RFI 1is typically a relatively

short survey sent to a number of potential vendors in a

product field or supply 1line (i.e., a first 1list of
30 vendors) . The vendors receive the RFI and provide a
response thereto to the purchaser. The implementor assists

the purchaser in evaluating the RFI responses and selecting



i ndi cated by bl ock 44, considering such factors as the: (i) nunber of
auctions; (ii) nunber of vendors; 20 (iii) auction sequence in the vendor
sel ecti ow@ooessse; (iv) pricing nodel; (v) auction disclpeusood4ezz; and
(vi) pricing feedback format. This auction strategy guides the devel opnent
of the RFI and RFP. The inplenmentor asgjsts the purchaser to devel op and
25 issue an RFl to determne the interested vendors in addition to
defining the product specifications and requirenents, as indicated by

bl ock 46.vethibd¥F| baseldypbnal tiye ir r edeaiparedes  shor theurREY, sefbriing reunber

of potential vendors in_a_ product field or supply line (i.e, , a first |ist
of 30 verffi¥®d FRESTBRA0rL Stec vé’ePﬁ@rﬁFla%ngBGgS?Fﬁg Y rBLpGKsé & heret o

to the pyphAasehosdnediPIENOiadss| ohs chdesBURaRasElst Noevaldiddag the
RFI responsés and sel ecting WO 01/ 48656 PCT/US00/ 34022 14 vendors based on

their respensent an ERFI, formng a second screened |ist of vendors as

i ndi cated by ocC NG t-hose, sel ected vendars. on. econd.4l | of
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Factors considered in devel oping the RFP include, definin :Lél _

equi prentfuEEs/ c&aGFEEIS | ERRFSAETEM | $ni APHEHPPERP vi tae r g%f r e (i)
a mni m lide ] 0By ecerappticabl e (i6.)9mini

war rant i rease%\s/rgﬂg]rre Eg)lr séc%\gln%{grpg{ c.) ;P{éﬁld iv) t heEscopé o(1£l t)hgle?v\]/én;uc;n
(e.qg., siagwisfe awerd;itémsmys; t atfel) nanbeindhumenbessltioebe fosel ddieed,

etc), .The purchaser transmts_ or, comuni cates the REP a 15 _of the
scr ebfed F5r & Eted Wgﬁﬁ&s a(PrP]t]hceangsweecon %I'Pstr ofwarrér?tléé' v SHurtd

discounts, etc.); and (iv) the scope of the award (e.g.,
size of award, timing, target number of vendors to be
selected, etc).
The purchaser transmits or communicates the RFP to all
15 of the screened or selected vendors on the second list of
vendors. The vendors receive and provide a response to the
RFP. The implementor assists the purchaser to evaluate the
responses to screen and select the vendors based on their
responses to the RFP, forming a third list of vendors 14 who
20 will participate in the auction as indicated by block 52.
Alternatively, the second 1list of vendors can simply be
allowed to participate in an auction. As noted above, the
RFP and RFI process 1is not required as part of the
invention. It should be appreciated that the RFI and RFP
25 may be issued electronically, sent by facsimile, mailed or
sent by any other well-known means to the vendors.
After forming and finalizing the third list of wvendors
14, the implementor or purchaser sends an auction invitation
to the 1listed vendors as indicated by block 54. The
30 invitation may include, for example: (i) the schedule of
key dates for the auction; (ii) the auction vendor manual;

(iii) the auction information sheet; (iv) the practice



vendors. The vendors receive and provide a response to the RFP. The

i npl ementor assists the purchaser to evaluate the responses to screen and
sel ect tweovessdes s based on their responses to the RFP, Por/mseug4e22t hird
list of vendors 14 who 20 will participate in the auction as indicated by
block 52. Alternatively, the second |jgt of vendors can sinply be allowed
to participate in an auction. As noted above, the RFP and RFlI process is
not required as part of the invention. It should be appreciated that the
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t he vendor by: (i) providing an .
server failure and other ©potential problems. The
implementor may prepare the vendor by: (1) providing an
auction help desk having a toll free number and email

15 address; (ii) conducting a vendor information session;

(iii) monitoring vendor participation during a practice
auction; (iv) troubleshooting technical problems including
calling vendors that do not submit bids in the practice

auction; and (v) ensuring that the wvendors understand the

20 auction process.

Issuing Bid Sheet (Step III)

The purchaser or implementor may provide the vendors

with the sub-category specifications and a bid sheet for

25 conducting the auction. The bid sheet 1is a simplified
version of the RFP which includes: (i) subcategories; (ii)
parameters; (iii) product specifications; and (iv) minimum

service requirements.

30 Executing the On-line Bidding Process (Step IV)

Referring now to FIGURES 4 and 5, the implementor

executes the auction by setting up the auction, managing the



auction help desk having a toll free nunber and enail 15 address; (ii)
conducting a vendor information session; (iii) nonitoring vendor

partici pav¥®on4sdss i ng a practice auction; (iv) troubl eshoptT/mgodaeini ca
probl ens including calling vendors that do not submit bids in the practice
auction; and (v) ensuring that the vendars understand the 20 auction
process. Issuing Bid Sheet (Step IIl1) The purchaser or inplenentor nmay
provi de the vendors wth the sub-category specifications and a bid sheet
for 25 conducdhncanidie qutdidingdherd dashegtzing aocaenpbif i @dryer 51wl of
the RFP which includes: (i) subcategories; (ii) araneters; (iii) product
speci f i ca¥$PAEES aRASERV PIImtAIEMAHC SV @S r 28ET FRReAt &Y FF BRI Pt he

On-line Bigding Pr 98§§éc£§9§@¥|.\/) Refer ré5g. neved 01§ GRES handpS, cade

i npl enentor executes the auction by setting up the auction, Tanagi ng t he
WO 01/ 48656 PG USGDY 34022 udks: auct(iidon aspdagéner athag madtanal gziagpeome or

nore final eports based on the auction, as_i.ndicat.ed .by bl gcks 58, 60
and 62, r%%%%%givgpﬁ.Iﬁ%%FspéngﬁgﬁI)ﬁsseﬁpgﬁﬁaﬁﬁﬁrmpyau%ﬁpgﬁ My
include: (i)) upgedt Nggt hanmashert dat abase 5 imfilces dor bhat rauwed ons@s

i ndi cated by block 64; (ii) creating an auction, as indicated by bl ock 66;
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(vi) setting-up the parameters and total cost constants for
the auction, as indicated by block 74; (vii) assigning sub-
categories to the selected vendors for the auction, as
indicated by block 76; (viii) assigning a formula for each

15 parameter to calculate the comparable total cost for each

vendor for the auction, as indicated by block 78; and

(ix) generating the auction summary and passwords, as
indicated by block 80.

The discussion below addresses several example

20 interfaces that may be used with the present invention.

These interfaces are only examples and other interfaces

could be used without departing from the scope of the

invention. In addition, the interfaces could accept more or

less information and organize the information differently

25 without departing from the scope of the invention.

Updating the Master Database Tables

Referring now to FIGURE 6, the system may provide a

master database table 90 interface which enables the

30 implementor to add new supplier, category, subcategory,
parameter and total cost information to the database. These

elements constitute the building blocks of the auction set-



i ndi cated by block 76; (viii) assigning a fornmula for each 15 paraneter to
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i ndi cat edvoy1/idesck 78; and (i x) generating the auction sSPOTVESY)/BNZE
passwords, as indicated by block 80. The discussion bel ow addresses
several exanple 20 interfaces that nay-be used with the present invention.
These interfaces are only exanples and other interfaces could be used

wi t hout departing fromthe scope of the invention. In addition, the
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need not be used in accordance with the invention. The
invention may encompass any auction software that uses a
plurality of parameters, rather than simply cost, to

determine the outcome of the auction.

15
User Master Information
Referring now to FIGURE 7, the system may provide a
user master information input interface 94 which enables the
implementor to input relevant purchaser and/or vendor
20 information for the auction. Relevant user information may

include the company’s name, address, contact information, e-
mail address, time zone, currency, language, company logo,
DUNS #, e-mail address, login name, and other implementor
defined fields. Additional information could be included or
25 some of this information excluded without departing from the
scope of the invention. After the implementor inputs this
data, the system stores this information in the appropriate

database.

30 Category Master Information

Referring now to FIGURE 8, the system may provide a

product or category master information input interface 96
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i nputs t MREQETRr iR | DR Ohe PRRECR ALY s{ahfR2®Fes this information in the
appropri ate dat abase. Sub-Category Master Information 10 If the inplenentor
creates a new category, the inplenentor may create and assign

sub- cat egih Cattegere Magre R P2 i npl emrentor nmay al so create new

T 10 If the implementor creates a new category, the

implementor may create and assign sub-categories to the new

category. The implementor may also create new sub-
categories for existing categories. Turning now to FIGURE
9, the system 10 may provide a sub-category master

15 information interface 98 which enables the implementor to
input the subcategory information relevant to -the auction.
In particular, the interface enables the ihplementor to
enter the sub-category name and description of the sub-
category. The implementor also selects which categories to
20 add the sub-category to. After the implementor inputs this
information or data, the system stores this information in

the appropriate database.

Parameter Master Information

25 The implementor may also set up the plurality of
parameters for the total cost formula for the sub-category.
Turning now to FIGURE 10, the system provides a parameter
(or variable) master information input interface 100 which
enables the implementor to input the name of the parameter

30 and a description of the parameters. After the implementor
inputs this information or data, the system stores this

information in the appropriate database. Such information



categories for existing categories. Turning now to FIGURE 9, the system 10
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which the constant is assigned. After the 1mp1ementor

inputs this information or data, the system stores this

information in the appropriate database.

15 Create/Update an Auction

Referring now to FIGURE 12A, the system may provide an
auction search interface 104 which enables the implementor
to copy all elements of an existing auction, or modify the
auction identification information for an existing auction.

20 To determine if an auction already exists in the database,
the system provides a search interface as illustrated in box
105. The interface enables the implementor to modify a
selected auction, to copy a selected auction template or
structure if desired, or to create an entirely new auction.

25 By copying an auction previously set-up, the new auction
includes all the information from the previous auction such
as the purchaser, the vendors, all categories, sub-
categories, parameters and the constants for the bid formula
for determining the total cost.

30 When the implementor selects, copies or creates a new
auction, the system provides the implementor an auction

identification interface 106 as further illustrated 1in



information in the appropriate database. 15 Create/ Update an Auction
Referring now to FI GURE 12A, the system may provide an auction search

i nterfacavQ0n4sshé ch enabl es the inplenmentor to copy all pCEwsewmoz an
exi sting auction, or nodify the auction identification information for an
exi sting auction. 20 To determne if agoaucti on already exists in the

dat abase, the system provides a search interface as illustrated in box
105. The interface enables the inplenmentor to nodify a selected auction,
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enabl es the-dHad&MENkPP hAmbBRY! el enddttidiOne idenl i bideatkisen) |dixddiedn on.
The auction identification interface 106 illustrated in FI GURE 12C
enabl es tdfe thpl everden tonehpding héhgetHhast c8aker Mg 28dsFed fdate

auction, Jingeludi ucti n na#[g_ﬁ s dhe oePuLghasel onRFBs NWher ,
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di f f er engeypRiveeNpar¥endagesS tdWrference between a vendor’s two
consecutive bids, minimum percentage difference between a
vendor’s two consecutive bids, the maximum vendor idle time
in minutes after which a vendor will be sent an e-mail
15 message prompting him to bid, the gap between the current
lowest bid and vendor’s bid which will cause the system to
send a message to the vendor to make a more aggressive bid
to become the best bidder, and the definition of a new bid
which is the elapsed time in minutes between the two latest
20 bids of any two vendors. When the implementor wants to séve
the changes, the implementor selects the “submit” icon and
the system stores the inputted auction information in the

master database tables in the database server discussed

below.
25
Category Assignment
To set up the auction, the implementor assigns
categories to the auction. FIGURE 13 illustrates an example
category assignment interface 108 which enables the
30 implementor to select an auction and categories. The

interface enables the implementor to assign selected

categories to the auction. After the implementor inputs this
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Referring now to FIGURE 14, the system may include a vendor
assignment interface 110 which enables the implementor to
select an auction and input the 1list of wvendors who will
participate in the auction. The implementor selects the
15 vendors from the vendors previously stored on the system
database using the vendor master information input interface
discussed previously (referred to as “vendor master list”).
The implementor selects each invited vendor from the vendor
master list so that the invited vendors are displayed in the
20 appropriate box (referred to as “selected vendors”). After
the implementor inputs this information or data, the system

stores this information in the appropriate database.

Sub-Category Assignment

25 The implementor may also assign sub-categories for each
category on which bidding will occur during the auction.
Referring now to FIGURE 15, the system may provide a
subcategory assignment interface 112 which enables the
implementor to select the particular auction, category and

30 associated subcategory. In addition to using interface 112
to select the subcategories for the auction, the implementor

may use this interface to define the quantity for each of
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by the sysiEMlfte the purchaser savings as explained below.
Baseline values may reflect, for example, prior spending by
the purchaser. This baseline information is not accessible
by the wvendor. The interface enables the implementor to
15 select the auction, category and sub-category to which the
parameters are assigned. The implementor also defines the
unit label of measurement and the direction of bidding
(upward or downward) for each of the parameters. After the
implementor inputs this information or data, the system

20 stores this information in the appropriate database.

Constants Set-Up

The implementor may also establish constants for
calculating the total costs. Turning now to FIGURE 17, the

25 sgystem may provide a constants assignment and setup
interface 116 which enables the implementor to assign a
constant to a selected parameter and define a value for that
constant. The interface enables the implementor to select

the auction, category, subcategory and parameter for which

30 the constant is assigned. The interface also enables the

implementor to select and define a value for each parameter.
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that some@irddieatandenst maymbe dfnvw@dvtaﬁdb'ré may be invited to bid

on all the subcategories, while other vendors may be invited
to bid on only specific sub-categories. The implementor
also uses this interface 108 to enter switching costs (fixed:
15 costs to set up non-incumbent vendors) or other supplier-
specific fixed costs of the supply relationship. This
information may be used in the total cost calculation. The
implementor selects the specific auction, category and
vendor for which the subcategory is assigned. The sub-
20 categories table enables the implementor to select those
sub-categories of interest to each selected vendor from a
table of currently available sub-categories for a specified
category. After the implementor inputs this information or
data, the system stores this information in the appropriate

25 database.

Formula Assignment

Referring now to FIGURES 19A and 19B, the system may

provide a formula assignment interface 120 which enables the

30 implementor to input a total cost calculation formula. The
interface enables the implementor to assign a formula for

each parameter within a sub-category. The individual



on all the subcategories, while other vendors may be invited to bid on
only specific sub-categories. The inplenentor also uses this interface 108
to ent er wowt/edsbg costs (fixed 15 costs to set up non-i neOMbSew34vEndor s)
or other supplier- specific fixed costs of the supply relationship. This
information may be used in the total cggt calculation. The inplenentor

sel ects the specific auction, category and vendor for which the

subcat egory is assigned. The sub 20 categories table enables the

i mpl ementpardmetset ectothodee Subrecategarddes b | deeeesinto edeh Ssdtexl ed

vendor froma table of currently avail abl e sub-categories for specified
cat egor y. CRFrAR e iGR5itemdifor ti}fgﬁpuﬁgbfﬁﬁgegﬁﬂf mat i oft*®r t?i%ﬁ‘ﬁ, RS ICE

system st QL.68, 14U S o4 OLERL §OP; h84 T he: apPr apfikalkest251 dakabasenefordny a
Assi-gnnment Referring nowto FI GURES 19A and 19B, the system may provide a
formul a asslgipeied i hyettheceatz0l widthmenabl e t $iEStS0 icaplcadetesr the i nput
a total cost calculation formula. The interfa enahl es the i r to
assi g% ac‘i‘oé-f%l §°P5r foe%cﬁaﬁgtja\ﬁ%?&e_?rm SHi P a&g%b&zc%ar!tmé%&ey. e?Egklgﬁg%ﬂ?dual
WO 01/ 48656 PCTHMESFHa340221024 padangier Hior nvhaaear eestaped tloy detathrn ne
the total conparable cost for the sub-category) The total cost fornul ae
may be déf§H¥F at a unit-cost level, then are multiplied by the total
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edit and/or copy the formulae. The system verifies that
only one formula is input for each parameter. After the
implementor inputs this information or data, the system

stores this information in the appropriate database.
15 FIGURES 20A, 20B and 20C provide examples of formulas
for each sub-category or category, defining the formulas for

converting the vendors’ bids to total comparable costs.

Example A
20 FIGURE 20A illustrates a total cost formula for an
example sub-category, laser printers. In this example, the

total cost is driven by three parameters: price, warranty
and toner cost. The total cost calculation is: Price +
Warranty + Transportation cost + (Toner cost * Pages per yr
25 avg), where price, warranty, transportation cost and toner

‘cost are biddable parameters, and “pages per yr avg” 1is a

constant.
Example B

30 FIGURE 20B illustrates a total cost formula for an
example sub-category, Tires. In this example, total cost is

driven by price and tread life (miles ﬁsage per tire). The



edit and/or copy the fornulae. The systemverifies that only one fornula
is input for each paraneter. After the inplenentor inputs this information
or data, wie1/e86s¢ em stores this information in the appropei/ase/deizabase.
15 FI GURES 20A, 20B and 20C provi de exanples of formulas for each
sub-category or category, defining the2t50r mul as for converting the
vendors' bids to total conparable costS” Exanple A 20 FI GURE 20A
illustrates a total cost formula for an exanple sub-category, |aser

printers.cdtnl hicoexamuldteion otad: cost (T Ari wein dy/ theee pad fdreter s:
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il lustratespartat alivosisdge nih anfbeshn  exanpl e sub-category, Tires. In
this exanple, total cost is driven by price and tread life (mles usage
per t?re) The WO 01/ 48656 PCT/ US00/ 34022 25 total cost calculation is:

(Tot al Mﬂ:,@ﬁﬁé]_’@aﬂ Life Price), where Tread Life and Price are biddable
an

par anet er’s, otal Mles is a constant (the purchaser's total expected
tire usage i n MAGERS . B0ExanplesCrrLESRE 200G 13 ist Fabs &odidid cor

formila for o Jebemy ket i Secyl cesys | Mthl s Sxagple, tabaly cosiad s 3 gri ven
by price, volure. di scount s 4 %/wotlerqievels 10 an ]10 and
trai ni ng dosten Bhe fdrateed, costumay discounts at two tier levels ($5SM
10 and $10M) and training costs. The total cost may be
calculated under two scenarios. If volume is concentrated
with fewer suppliers, the total cost will reflect the volume
discounts at $10M. If a larger number of suppliers is
included in the award, the total cost will reflect the
15 volume discounts at $5M. Whichever scenario the purchaser
wishes to test, the total cost calculation will be adjusted
as follows: For the $10M discount scenario, the total cost
calculation is: Price + (- volume discount at $10M * Price)
+ (Training cost per hour * training hours/total hours),
20 where Price, "“volume discount at $10M” and “Training Cost
per hour” are biddable parameters, and “training hours” and
“total hours” are constants. For the $5M discount scenario,
the total cost calculation is: Price + (- volume discount
at $5M * Price) + (Training cost per hour * training
25 hours/total hours), where Price, “volume discount at $5M”
and “Training Cost per hour” are biddable parameters, and

“training hours” and “total hours” are constants.

Assigning Reports

30 Referring now to FIGURES 21A and 21B, the system may
include a report selection interface 120 to assign a set of

reports that will be viewable by the vendors during the
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appreciated that the system could be adapted to provide
other graphs and other useful information to the vendor.
Where desired, some of these reports may be suppressed by

15 the purchaser.

Generating Auction Summary and Password

Referring now to FIGURES 22A and 22B, the system may

include an auction verification and notification interface

20 122 the system provides to the auctioneer or implementor at

the end of the auction setup. This interface is preferably

the last interface displayed in the auction setup mode,

enabling the implementor to view a summary of the auction.

The implementor can make modifications to the auction by

25 returning to the corresponding pages using the navigation

links or buttons provided on the interface 122 as discussed
above.

Interface 122 also enables the implementor to print or

send auction information. If the auction setup is complete,

30 the implementor can print out a hardcopy of the auction

setup. Additionally, the implementor can transmit auction

notifications to the participating purchaser and vendors
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noti ficat}qn RiouHess i he: ¢ Pastikd Pafigs W th such information as date,
start and end tinme of the ‘auction. This feature also provides the vendors

5 and purchasers with a user name and password required to access the

auct Ilﬁg. I;I'het.usriarﬁariiallso receive a "View Only" password, so that renote

t eam nbe‘%lhcs—l%-y—v-hev?—elzﬁ%n—%udion, wi thout the ability submt bids.

The system enables the implementor to monitor and
manage the auctions, end an auction and send or broadcast
messages to the purchaser or vendors using an online
messaging feature provided by the system. Turning now to

15 FIGURES 23 and 23A, the system may provide an auction
management interface 124 which enables the implementor to
select a specific auction for monitoring and to view
specific details of that auction. The interface 124 in
FIGURE 23 displays the category and subcategory for the

20 specified auction (i.e., printers and printer cartridges)
and shows the current login activity for the auction. The
auction management interface also allows the implementor to
view the high level purchaser interface 130, the bid
information interface 126, the total cost formula display

25 interface 125 illustrated in FIGURE 234, the analysis
section which shows selected reports, and the top supplier
monitoring interface 132, which are each described in the
purchaser interface section below.

Although not shown in FIGURE 23, the interface 124 may

30 enable the implementor to change or modify erroneous bids as
requested by the vendors and approved by the purchaser. The

system may also enable the implementor: (i) to send email



10 Auction Managenent The system enables the inplenmentor to nonitor and
manage the auctions, end an auction and send or broadcast nessages to the
pur chaseweopi/¥ssselor s usi ng an online nessaging feature proviUdeddsde t he
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System 10 may transmit messages for various scenarios
using an electronic mail device in communication with a
15 central auction management system. Such messages can be
broken down into two categories: (i) user specific messages;
and (ii) general messages, and can be further classified as
automatic and manual messages. Examples of user specific
messages include an alert message to a vendor suggesting the
20 Dbest bid, a message indicating fhat a bid is not within a
range defined in the auction set-up or too low; or a message
that the vendor is inactive and should participate and bid
actively. General messages include, but are not necessarily
limited to, broadcasting auction time extensions, auction

25 end time countdowns, etc.

Vendor Interface

Turning now to FIGURES 25A and 25B, the system may

provide a vendor accessible interface 128 which displays

30 relevant information enabling the vendor to participate in
the auction. This interface 128 enables the wvendors to

place bids on the various parameters for different sub-



transfer HTM. data from vendor bidding into a worksheet for carrying out
cal cul ations and analysis using this interface. 10 Al though this enbodi nent
uses HTMwaat/&6s@any type of data could be used w thout degmuUseosgoizr om t he
scope of the invention. System 10 may transmt nessages for various
scenarios using an electronic mail deypce in comunication with a 15
central auction nmanagenent system Such nessages can be broken down into
two categories: (i) user specific nessages; and (ii) general nessages, and
can be fwddwjoriassiihi eshals caiticeymiyi.c amrheminglerfeseagesspEagepl s of
user specific nessages include an_alert nessage to a vendor suggesting the
20 best Biender nesageeihdrtdt $RePL Aat thepVEnASTnEP WieH Fhe hr%‘ﬁi;eb fined
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not necegsaratgtexs it edie¢wingr gAticabei ngeaucthioh thye st enpiwressedict i on
25 end ti countdowns, etc. Vendor Interface Turning now to Fl GURES 25A
and 28B, &Syt Tty provide a vendor accessible interface 128 which

di splays 30 rglesvefdcd niogmatdamdnabki kg dkee vendehet gt dr Coatiehd n t he
auction. This interface 128 enabl es the vendors to place bids on the
vari ous paresmiagse f6prdi Eemdmyidish 93228856 toCT/ o/ 380der 2@nd
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vendor suggeéting the best bid, messages indicating that the
vendor’s bid is not within a specified range, auction time
extensions and auction end time countdowns. The interface
may also include a clock that adjusts to the bidder’s time

15 zone, that flashes red ten minutes before the auction end
time. Interface 128 also includes multiple 1links that
enable the vendor to jump among related vendor interfaces to
view bidding information, view reports and graphs, transmit
and receive e-mail messages, and view a message log. FIGURE

20 25 discussed above provides an illustration of the bidding
interface accessed through the bidding screen link. The e-
mail to implementor link enables the vendor to communicate
with the implementor using the electronic mail device (i.e.,
send and receive e-mails). The message log link enables the

25 vendor to view a log of messages transmitted during the
auction. The analysis section of the vendor interface
allows the vendor to select and view pre-selected real-time
graphs and reports, examples of which were described
previously in FIGURES 32-35.

30



interface for displaying nessages to the vendor and providing useful
information to the vendor during the auction. The vendor specific and
general measagssS6to the 10 vendor regardi ng the auction ipct/udeosgorl ert
nessages to the vendor suggesting the best bid, nessages indicating that
the vendor's bidis not within a specgpi ed range, auction tinme extensions
and auction end tinme countdowns. The interface my also include a clock
that adjusts to the bidder's tinme 15 zone, that flashes red ten m nutes
before t e rddde Mbridde. Interface 128 al so includes nultiple |inks
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in the selected category. The system also indicates the

current best comparable total cost by displaying a low icon
and a new bid by displaying a new icon.
Turning now to FIGURE 26, the system may provide a
15 purchaser accessible interface 130 which enables the
purchaser to view high-level bid information, view total
savings by supplier and make total cost adjustments by
supplier to test different scenarios. Interface 130 also
includes multiple 1links that enable the purchaser to view
20 other interfaces to obtain the general bidding information,
bidding information of specific vendors, bid details,
reports and graphs, transmit and receive e-mail messages,
and view a message log.
In FIGURE 27 another illustration of a purchaser
25 accessible interface 132 is provided and is accessed by
selecting the “Watch List” link. This interface 132 enables
the purchaser to view bids entered by the top five vendors
on the various parameters (e.g., the largest vendor in a
particular industry and the closest competition). Selecting
30 the bid details link enables the purchaser to view in-depth
details on a specific vendor bid. The e-mail to implementor

link enables the purchaser to communicate with the



savi ngs and savi ngs percentage. For the selected auction (i.e., printer
auction) shown in FIGURE 24, interface 126 al so provides the inplenentor
wi t h auctweont/ssstor mati on on 10 all the vendors partici pat POyUSSD/HbDE aucti on
and paraneters in the selected category. The system al so i ndicates the
current best conparable total cost by dijsplaying a lowicon and a new bid
by di splaying a new icon. Turning now to FI GURE 26, the system nmay provide
a 15 purchaser accessible interface 130 which enables the purchaser to
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General System Structure

Referring now to FIGURES 36 and 37, system 10 includes

15 a central auction management system (“CAMS”), generally
designated 150, comprising two central servers which host a

web application and the system database. The implementor
uses an implementor computer (not shown) to communicate with

the CAMS 150. The purchaser uses at least one purchaser

20 computer 152 (which may be remotely located) to communicate
with the CAMS 150 (via the internet 154 or other suitable
communication methods) to access the auction, view the
bidding process in real-time and make adjustments as
described above. The vendors each use at least one vendor

25 computer 156 (a plurality of vendors use a plurality of
remote computers 156 each of which may be remote) to
communicate with the CAMS (via the internet or other
suitable communication methods) to enable each of the
vendors to transmit bids for the products and to obtain the

30 information on the best total cost submitted by the other
vendors participating in the auction. After each vendor

transmits a bid, the CAMS 150 determines the total cost for



5 reports and graphs, as described previously in FIGURES 28- 31. The system
descri bed herein provides only one exanple of a systemthat can be used to
i npl enentwo he4gssesent i nvention. Various features describetvaimmse22ay be
omtted 10 or other features included without departing fromthe scope of
the invention. General System Structurg,Referring now to FI GURES 36 and 37,
system 10 includes 15 a central auction managenent system (" CAMS"),
generally designated 150, conprising two central servers which host a web
appl i cat i tre andntibe sysiem dakabhnse:ddihienddipbesent fisrmubes aad | ¢gpdiehent or
conputer (not shown) to comunicate with the CAMS 150. The purchaser uses
at | east o HIRtHERRYOD AR PUEISB2E5H ER Wﬁ?wbEh?eﬁﬁP§P§sfoEé gd) to
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each of the vendors to transmt bids for the products and to obtain the 30
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venddPs aHfplementor. urthermore, wnile ~ on Tee ote
computers are shown, it should be appreciated that the
system 10 can be used by more or less users and in
particular at least one purchaser and a plurality of
vendors. CAMS 150 may be a Sun Microsystem® or other
15 suitable hardware'platform able to support a database server
and a web application server. Any other computer may be
used, however, without departing from the scope of the'
invention. In addition, a web server need not be used and
the application could be implemented using another type of
20 server without departing from the scope of the invention.

In one embodiment, CAMS 150 includes an auction manager
and electronic mail devices, but these may be omitted
without departing from the scope of the invention. CAMS 150
includes at least one web application server 158 such as an

25 IBM Websphere or other suitable server. Web server 158 may
act as the electronic mail device providing communication
between the system 10, and the implementor, purchaser and
vendors; in addition to securing the system, providing the
system 10 with wuser authentication, secure socket layer

30 (SSL), CGI Scripting, and encryption. Further, the software
that generates the screen interfaces may run on the web

server 158. Where a web server is not used, other suitable



i npl enentor and the CAMS 150 in this enbodinent is 5 facilitated via the
Internet but could be facilitated using any other suitable conmunications
net wor k M@ 01/4868¢ t er nat i vel y, communi cati ons may occur uspPeyUstdsan22
comuni cations techniques and the rel evant data may be nmanually entered
into the CAMS 150 by the purchaser andhgr 10 inplenentor.) Furthernore,
while only three renote conputers are shown, it should be appreciated that
the system 10 can be used by nore or less users and in particular at

| east onespfrwdwesermand peplfoial i tthegfe wvantlorsth&AVSELbRtAByshe a Am
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manager %%%raeﬁ’%cr??%}ﬁ"g ?rﬁ?il Qgngggg?rbgfﬁt?g@gg #ﬁgeﬁe “om tjtse(fi]e ai(f’#o%t
departi ngid reretke stope ah vRacilBPest BamabGANS skhrer naldesigit diast one
web application server 158 such as an 25 | BM Websphere or other suitable
server. \RPEFYefefdgNeayColéd e t Nee&l-ect MEHIRY nd&i | AaEIPRESprIfA g
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vendors; 1 n addition to securing the system providi'ng the system 10 with
user aut herdefatbensteeedr enscrketmpaer B8adS8SLe, s€CraSer imdingy sunch
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funCtloniétAéL storage medium capable of storing computer software.

CAMS 150 may also include an auction manager device
that enables the implementor to manage the auction. In one
15 embodiment, the auction management device 1s an auction
engine comprised of a collection of daemon processes
operating on the database server 158. These processes
monitor the status of all the auctions in the system 10 and
start, stop or extend the auctions. The auction engine
20 periodically (for example, once every 60 seconds) checks to
see: (i) If any auction category needs to be started and
sends an “auction will start message” to all 1logged in
appropriate purchasers and vendors; (ii) if any auction
category needs to be started immediately and sends an
25 auction has started message to all such purchasers and
vendors; (iii) 1f any auction category needs to be ended in
the next five minutes and sends an auction will end message
to all such purchasers and vendors; (iv) 1f any auction
category needs to be ended and sends an auction has ended
30 message to all such purchasers and vendors; and (v) 1if any

auction category needs to be extended and sends an auction



addition, sone of these 'functions may be omtted. CAMS 150 may i ncl udes at
| east one storage nedium In the enbodi nent depicted, database server 158
i ncl udes wrel/4$56t or age nmedi um and t he nast er dat abase fi PewmUsNB4IR
depicted in FIGURE 37 as an Oracle(r) 8 database server, although other
storage nediums could be used. Using a,database server provides for

dat abase access and security. CAMS 150" may itself be stored on a conputer
readabl e storage nmedi um such 10 as a hard disk drive, floppy disk drive,

optical disk dsdare, exoafload aceessagenoty, aead enlch npEichasedsperdi ve,
of any other storage nmedi um capabl e of storing conputer software. CAVMS 150
may al so ¥&idaKRe an aucti on manager device that enables the inplenmentor to

manage the auckian.,hd one eﬁiggggf%geggnbeecgww QF HRRAGHPAN Slevd ce s

an auction engi ne conprised ction of daefon processés operating
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vendor s; {EAOrGS iy BIREFBHCS cBRRYoEY gé@d§PP5OB§1§F§rQM?Q“%%%%%H%Q@'and
sends an &%ggion has started nessage to all such purchasers and

(11

vendors; 1T any auction category needs to be ended in the next five
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10 of the present invention. While only one remote computer
152 is shown, more than one computer is contemplated
allowing multiple employees of the purchaser to interact
15 with the system 10 and view the on-line bidding process at
the same time. While many types of remote computers are
contemplated, in one embodiment, the remote computer 152
includes a personal computer running a World Wide Web
browser. It 1is contemplated that the system 10 will not
20 limit the purchaser to one auction, but will enable the
purchaser to conduct concurrent on-line bidding or auctions
running on multiple browser sessions.
Further, the purchaser’s remote computer 152 may
include an input/output device, such as a printer, etc.,
25 connected thereto and 1is operably <connected to the
telephone/data network 154 via a suitable device. Other I/O
devices could be utilized to transfer data between the CAMS
150 and the plurality of remote computers. Further, the
remote computer 152 1is operably connected to the data
30 network 154 by a connecting device 162 which could include

telephone wires, optical fibers, cellular communications,

etc.



has been extended nessage to all such purchasers and vendors. This auction
engi ne also periodically (for exanple once every 10 m nutes) checks to see
i f therevaderassye auctions 5 that ended recently for whi chCEUSeI/3@3M2r eport s
have not yet been generated. For all such auctions, it generates auction
reports and transmts themto the apprggriate purchasers and vendors.

FI GURE 37 further reveals the renote purchaser conputer 10 152 operably
connected to the data network 154, which enables the purchaser to interact

with the sourehig $¥S46M rdfodé theppresentl Senvery i Silowihiihe FOGUREO T
remote conputer 152 is shown, nore than one conputer is contenpl ated

al | owi ng aRATAe dapmgRiad ofta hédhsur Sd%er 4301 nterisdt  FRARLTE t H'ystem
10 and vigw { on-J i ng i, dding ‘A{{rtqlcesc%éat s r%bgg:g?nsé)ngtgeem Whid e many, types

of renpte Conputers are contenplated, 1 n one e the renote
conput er giRrident| ewtebiar pewhdhal teonuererta wwnmgt er\Wibd Aree Shgwn,

browser. It is contenplated that the system 10 will not 20.lim.t. the

pur chaseM3L§ O’H_%a%uE‘fqgoﬁf’mBHFeﬁFI Ilt}’én ]%r?sfﬁon%\flﬂ%h%%e? PIuEstdiet °f
concurr eRferdstd Nex kil ddb g Sfp BAEEA ONSa118RNhEY AL1EEDLED! &elidoiser to
sessions. Further, the purchaser's renote conputer 152 may include an

i nput / outimitedesti celtButheasy®yam nt @r angt art izg redithetl e@heheettc-Fhd i s
operably co t 0.t t J t ia i I Vi ce.
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operably connected to the data 30 network 154 by a connecting. devi 162
whi chOcoAF R IdaRIe = t SFESHOAT WPPBSLEGRL| EANNTTBars, Wet 14l dfide  Heb

comuni CHARBr. etBach of the plurality of remote computers 156 may
include an I/0 device, such as a printer, etc., connected
thereto and are operably connected to the telephone/data
network 154 wvia a suitable device. Other I/0 devices could
15 be utilized to transfer data between the CAMS 150 and the
plurality of remote computers. Further, 1like the remote
computer 152, remote computer 156 1is operably connected to
the data network 154 by a connecting device 162 which could
include telephone wires, optical fibers, cellular

20 communications, etc.

Turning now to FIGURE 36, a schematic depicting an
example system architecture of one embodiment of the present
invention is shown. The system 10 may be portable, robust,
flexible, scalable and secure to handle. In this embodiment,

25 the system 10 builds on an open multi-tiered architecture,
using Java® technologies such as servlets, applets and
Enterprise JavaBeans®.

The multi-tiered architecture lends itself naturally to

the portability and scalability requirements and 1is
30 developed and deployed using a middle-tiered application
server from IBM® (IBM Websphere) . In one embodiment, tier 1

(Presentation tier) displays data and ©performs | user



WO 01/ 48656 PCT/ US00/ 34022 35 Two vendor renote conputers 156 are shown in
FI GURE 37 operably connected to the CAMS 150, which enables the vendors
to i nteravoowidshs t he sourcing system 10. As provi ded ear PCEUSOMIDI2E t WO
remote conputers 156 are shown, 5 nore than two conputers 156 correspondi ng
to a plurality of vendors are contenphated, allow ng nultiple vendors to
interact wiwth the system 10 and participate in the auction at the sane
time. Wiile nmany types of renote conputers are contenplated, in one

enbodi menint éhect £HmE e Ot ar 4S8 My saigy i 368 acperabhgl LospdiLted
running a Wirld Wde Wb browser. Each of the plurality of rempte

conput er Wit e PREPudBSERCFFO Wi ¢ 1ldirdmTasIavascatiert, apg. Java
connect ed 4§f§€§,t orapd aje(??@é@ﬁ‘:}{t?eﬂn%ﬁ%ﬂggﬁ\ii theetel ?)?i]% §ledat @at o

net wor k 1‘35p via a suitable device. Oher ces cou 5 be utilized
t o transf&or datredichve e prasernCAE b0 fagthatlse upliopal ahy BTTPen®eevlet

. Further,.like th t t 52 t t 156 i
operabl y STRTEEt Sh0iBE TRE P MU TSI TRA 7L hneRe: (o e das
whi ch couishk iamel uge gielrephiane Wifr esavdpisesatl etisber 58 arl | yhrabte200TML

communi cations, etc. Turning now to FIGJURE 36, a schematic depicting an
exanpl e BRI APENIHNECtREV' T Db enbodinfentCHfLlehe pPEseIRe PwsEMTDNn is

shown. T m r , us exi al ab n
secure ORGSR (R s Corhad mene, B REo o ent IR TRy RS or el hen
multi-ti etBdsomeds t ebdgre, tusrhg Ppavaespetechmel odivesi s lagyiser vamd s,

T oelP ek AT t O THSDortabl 1117 LR bodtabi 458, equl Femarte SR | s
q is
30 devel opefeansl depl ayed distpylachiddl eft isptb@apPpthedt ir@present the
business intelligence of the system 10 (e.g., auction,
category, purchaser, vendor, parameter, bid, etc). The
business object layer is specifically scalable as these

15 objects can be distributed across physically separate
machines running on their own CPU and memory space, thus
enhancing performance. Tier 4 (Data Services tier) performs
physical storage and retrieval of data in a master database
file using the database server 160.

20 The business object layer further creates discreet
database objects. These discrete database objectsrcan be
used with external systems to enhance sourcing performance.
For example, the discreet database objects can be exported
to an external purchaser contracting system for generating

25 contracts and purchase orders. Although the illustrated
architecture is one possible architecture, others can be
used without departing from the scope of the invention.

In operation, CAMS 150 accepts data reflecting multiple
parameters associated with a product or group of products.

30 CAMS 150 may be used to collect data desirable for an on-
line auction. It may then enable the auction as of a

specific time and optionally provide notification that the



server fromIBMr) (1BM Wbsphere). In one enbodi nent, tier 1

(Presentation tier) displays data and perforns user WO 01/ 48656

PCT/ USOOM@ 022886586 | nteractions using a web browser 164 opeTt/abboyssamsoci at ed
with the data network 154 utilizing JavaScript and Java applets; tier 2
(Presentation Services tier) prepares dagta for specific presentation
formats using an HITP Servlet 5 server engine 166 operably associated with
the data network 154 and a plurality of Java servlets 168 to create HTM
pages foraudieidi avserisedod. Thenders| mbg bGA use sbymicdkes cabjeeip 19O to
obtain the data to be di sgl ayed. T er 3 Bg}@ness Logic ti ezﬂ%\aE rocesses
the busi RIRIYYGT cUahRO 18°F8qBEsfe sPSr&&g ViFethS nagd LU

busi ness p0hj fd Smh{0 ﬂﬁ@l@d@olﬂbqetlbqe %a?Qﬂn@Eén?st hadsdenesent i the a
busi ness intelligenCe of the system 10 (‘e.g., auction, category,

pur chaserpradneoror papaaepely, ofi drostusts TheThgueuﬁesenobjte@ttlSI apatr 9B
speci tél cal I}y scal abge ag, . the%eLe15 .Qbj egls, cap. b be dbstl’l b% ] Acrass,

physi cal |r§,a separ Crachi nes runnlinng on 1 her 7 own " €PU Van rrermry pace

t hus enf‘;amemgs@mf or marczeMs Ti 8604 (ddgt a 1Serviueesl tiws) penbaldy physical
storage and retrieval of data in a naster database file using the database
server 160t IREIRAbLS RS BBFeRTCP afer VERAPREr dMrdateShH SUSEON dit abase

obj ects. -Fﬁeﬁ@aéiésceeheee%ebesem%eq{gs ca{ar@ﬁ?hue@gws@ceﬁﬁrnal systems

to enhance sourcing performance. For exanple e discreet database
obj ect s curdimseamonagdalso ahargeethal fpumehaseuse@iorttor astiighy syestteanf or

generatin 25 contrats a rchase orde Al.t ho the il]ustrated
ar chi-t ect{*E o 833?%?%@ hi fectq e, SEWEr swgggebean use g\%\noflholu%

departi ngbrigdingd h@oS@@@e Phribesi e&eﬂ&r@es.l NnRepefrtlsl @y GAVgekh-aceept s
data reflecting nmultiple
during or at the conclusion of an auction. For purposes of
this application, multiple parameters are considered to be
associated with a ©product even where such multiple
15 ©parameters are associated with a category or subcategory of
products.

Although the present invention has been described in
detail, it should be understood that wvarious changes,
substitutions, and alterations can be made hereto without

20 departing from the spirit and scope of the invention as
defined by the appended claims.

To aid the Patent Office, and any readers of any patent
issued on this application in interpreting the claims
appended hereto, applicants wish to note that they do not

25 intend any of the appended claims to invoke paragraph six of
35 U.S.C. § 112 as it exists on the date of filing hereof
unless "means for" or "step for" are used in the particular

claim.



parameters associated with a product or group of products. 30 CAMS 150 may
be used to collect data desirable for an on line auction. It may then

enabl e t veoauedss®n as of a specific tinme and optional |y peDVS@Es4022
notification that the WD 01/ 48656 PCT/US00/ 34022 37 auction has begun.
Vendors may bid on a product or group g products using some or all of the
above referenced features. Bidding may include nultiple paraneters
associated with a product or category of products. The auction status may
or 5 may wgdAT bes ereneE®e f®:real tinme by vendors and/or purchasers. CAMS
150 may be used to manually or automatically send nessages to vendors
during the auction A e}erteaREC cohpétrei v¥Sbeadi Fg et PABIt he auction. A
purchaser may al50s chapge 416 £:08 mubanused §opueight (Gerdai ReldiRar amt ers
to calculate a total cost Ilean auction Is™ ongoing to test various
scenar i ossuliRepor bs dsayoe agenbeased twiur paganetarst s sonic ued owich an

aucti gn. For pur poses of this application, nultiple paraneters are

consi der &F P %e’ associated with a product even where such multiple 15
paranmet ers ar enass9Crat edaMelin ad 163t eger tHalsubsat eger yhef prudditctiso

Al t hough the present invention has been described in detail, it should be
under st ocdl PWEEN39RT ofeT chafhe¥endsubif FEEPERSE 4%d thS efendys RGP be
made her Wi 2 parting.fr he Lt ane sc f i ntion
as defi ﬁéekge by&?ﬁ%f ap(g%%ged{;%kg?ﬁs. 9I:In(-igai 8E?Eghﬁﬁat g(rilllte Ofi cgl,eéagr}g at{n%@
reader s obamamyetpatedssossateed onithi shapptodatt pnand i nterpreting the

clains appended hereto, applicants wish to note that they.do not i ntend
any of the app&mitfed g?ﬁi r?él%%&tl%ﬁ\;&ee%@? a@?aﬁﬁ’esi&erb or%5¥b.g§. énd 1!_1'2e as it
exi sts oncdig) dader ofr fithd NGrb@i€Ofto the purchaser.

2. The bidding system of Claim 1, wherein the bids

include a plurality of parameters for the product and the

15 total cost calculating means determines the total cost of
the product to the purchaser using a pre-determined total

cost formula.

3. The bidding system of Claim 2, wherein the total

20 cost formula includes at least one pre-defined constant.

4. The bidding system of Claim 1, further comprising:

means for communicating a vendor bid having the best

total cost for the product to the vendors without revealing

25 the identification of the vendor with the best total cost to

encourage competitive bidding by the other wvendors.



unl ess "nmeans for" or "step for" are used in the particular claim WO
01/ 48656 PCT/ US00/ 34022 38 WHAT IS CLAIMED IS: 1. An el ectronic bidding
system ovwopriassang: nmeans for enabling each of a pluralitpcpUsweaozyr s to
submit bids on at |east two paraneters associated with a 5 product; neans
for calculating the total cost of the pgoduct to a purchaser for each
vendor in response to the vendors bids;” the total cost taking into account
the at least two paraneters associated with the product; and 10 neans for
outputting each, of tie WeagiDES dysiSeranslf tdEaih ot Al fepshedf cohprpsofget to
t he purchaser. 2. The bidding systemof Claiml1, wherein the _bids include
a plurality ofMgaRaINEPEr $7PH 1R rodbrCcARerhéC Mpkotaf deest one
cal cul ating e ] tptal,.c 0 t dde haser
using a pr -get er rfn%§£?%t§§?naglg te%orar?uﬁ?a% él'rE% ﬁifdgiﬂﬁgvtseglstemﬂ(}}ﬁ% aim
2, whereiwhidie tist ahse@0 mosthiorcal @ulacindesnerng edst daecepmendeftimed
constant. 4. The bidding systemof Cai,ml, further conprising: neans for
communi cdt95Ry & tha%# %?%I %ﬁﬁt t%%atb}é%tpu?%ﬁ?%?e]éom for the product to
the vendors without revealing 25 the identification of the vendor with the
best total cost to encourage conpetitive bidding by the other vendors. WO
01/ 48656 PCT/ 8500/ timpoiddimy Sy=Eem ol gl aist bm bRrarar nfarPF LiFt Res
comprising: —IRAlssfOF.£Nabhing: hhe BUhENASEL i8aMRE Bl |east Alifiors
adj ust mrent corresponding to at tedst “one of the vendor |é:s

during the bidding.

10
7. The bidding system of Claim 6, wherein said
communication means enables messages to be sent to the
vendors to encourage further bidding by the vendors.

15 8. The bidding system of Claim 7, wherein said
communication means enables messages to be sent to the
vendors regarding the status of the bidding, ending time for
the bidding and extensions of the bidding.

20 9. The bidding system of Claim 1, further comprising:

means for calculating the amount of savings for the
purchaser and means for communicating the savings to the
purchaser.

25 10. The bidding system of Claim 1, further comprising:

means for setting up the bidding on the product.



which is used by the calculating neans to determne the 5 total cost of
the product to the purchaser. 6. The bidding systemof Caim1, further
conpri si mgo o1/msads for enabling conmunication with the venrdsoo/doz2 ng t he
bi dding. 10 7. The bidding systemof Claim6, wherein said comrunication
nmeans enabl es nessages to be sent to t vendors to encourage further

bi ddi ng by the vendors. 15 8. The bidding systemof Claim?7, wherein said
comuni cati on neans enabl es nmessages to be sent to the vendors regarding

the status of the HAdiTg:t e OoaddtEoh osystde, bisahnys ang: ext ensi ons of
the bidding. 20 9. The bidding systemof Caim1, further conprising:
means for cal cul @RTRHFSher e o¥tLRIAGEEE VY™t he purchaser and neans

for communi catdfig [N SauiAas LR LHE cBbaREsCeadani® oThe Rt wyst em

of Claim1l, further conprising: nmeans r setting up the bidding on the
product. aNd 06p486bbePCH USOO¢ 846221440 fltlomAn a@dlectalbriyx edictvardaessst em

conprising: ., a.conmputer readable storage nedium_software stored on the
conpu#_er ?C’ae%aﬁl stor8hE ABdi uin p;‘ﬁ? é:ryabf)g tRP T R Ve° bi VT ot eaé1
pluralityofh vepdoesst rRAGH-AiE-€pNBRlsUNgtd RiNe adtal obopar aifetiis
associated wth at |east one product, calculate the total cost of the at
| east onetfpr dG@Et tena RIFHNEer Hoor e RWSRARRF iTPT r 836HnSESRBOE heln

vendors’ Dl dsonddiecb0lile COshabalt Nl O cACCRURE! NG Q) UEaldhbY Ofneo
paranmeters associated wth the at 10 |'east one product, and out put each of
t he vendarscdirds ahd plllueratldtcyd ebspavhmeherpr aduscticitad eéchewpuh clihserat

10 least one product, and output each of the wvendors bids and

the total cost of the product to the purchaser.

12. The electronic auction system of Claim 11, wherein

the at least two parameters are selected from the group

15 consisting of price, discount, delivery, installation,
training, maintenance, the risks covered by warranty, and

length of warranty.

13. The electronic auction system of Claim 11, wherein

20 the software is further operable to send data, comprising a
vendor bid having the best total cost for the product, to

the vendors during the auction without revealing the

identification of the vendor with the best total cost.

25 14. The electronic auction system of Claim 11, wherein
the software is further operable to send data to the vendors

during the bidding to stimulate competitive bidding.



12. The el ectronic auction systemof Caim1l, wherein the at |east two
paraneters are selected fromthe group 15 consisting of price, discount,
del i very wonstsabé ati on, training, nmaintenance, the risks POvVEsadBshe
warranty, and |ength of warranty. 13. The el ectronic auction system of
Claim1l, wherein 20 the software is Q#rther operable to send data,
conprising a vendor bid having the besf total cost for the product, to

t he vendors during the auction without revealing the identification of the
vendor with thespesthd okabcEdShic25uddiohheyekeat bdnidlAikction wystein of
Claim1l, wherein the software is further operable to send data to the

vendors i AgfENRTSi d&i g ntdiest i FRATRR TohpetNEPYE BilGdim ChAB U1/ 4B656
PoTl US00/ 2 2ae Hh cbe TG eggﬁﬁégﬂéﬁta%@&%ﬁﬁfi@@ of o Chal Mkl Whes ei n

the software is further operabfe to enable th rchaser to nmake at | east
one adj usterdtr cbidespdrdi ngst osatl byastheneenveadorusitd oshitdnagensed by

the central auction agenent systemto calcula the total cost_.of the
product t¥THE® pHor c‘%%g%'gfati%. e té?t—e%q[ rSF?igg a tﬁ:gﬁ‘? s%?‘glfﬁa%f %81 AT 11,
wherein phe-tpiad. cost calculated for each vendor uses a single 10

formula for all vendors. 17. The electronic auction systemof Caim11,
wherein the total cost calculated for each vendor uses a plurality of

fornul as, each,yen hayi o I Lty ¥ 1Ll of oful @Sere i
associated wt aitgﬂQ%.?Y%ﬁgrg ggt%%%?gogu%P?on sf%ten1of %Idin1£?feﬁ%erein
t he pl urathé¢y toftapar anstersalsularederfcasseacht edeiioh aisqs upal $ingt

prOd%%tS'fg¥hula for all vendors.

17. The electronic auction system of Claim 11, wherein
the total cost calculated for each vendor uses a plurality
of formulas, each vendor having one of the plurality of

15 formulas associated with it.

18.  The electronic auction system of Claim 11, wherein
the plurality of parameters is further associated with a

plurality of products.

20
19. The electronic auction system of Claim 11, wherein
the auction results take into account vendors bids on a
market basket of products.
25 20. The electronic auction system of Claim 11, wherein

bids from vendors are received through the Internet.

21. The electronic auction system of Claim 11, wherein
the software is further operable to provide a vendor with
30 data about the status of an auction while the auction is in

progress.



19. The electronic auction systemof Caim1l, wherein the auction results
take into account vendors bids on a market basket of products. 25 20. The
el ect r oniwo auedes®n system of Claim 11, wherein bids fronreEudarsoz e
received through the Internet. 21. The el ectronic auction systemof Caim
11, wherein the software is further opgrable to provide a vendor with 30
data about the status of an auction while the auction is in progress. WO
01/ 48656 PCT/ US00/ 34022 42 22. The electronic auction systemof Caiml1l,
wherein the softwariee i Sléditidelc opecabbe bogspenvde Ciapur dlgserhawdin data
about the status of an auction while the auction ii,s in progress. 5 23. The

el ect r onitdQRITHHRES st Bnf BFL PR APTILWRFRI RTOVAESs 6 R aSET W Her

oper abl e&&acozm&ﬁé phicheuendobs Af enddd aWedyh 01 ParhChRak8ohn 1@ in
auction. 10 24. The electronic auction systemof Caim1l1l, wherein the

sof t war e prodngssher operable to allow a total cost formula to be defined
for egch product in an auction. 25. A nethod of conducting an on-1line
auction, 15 conprising: receiving bids froma plurality of vendors, each
bid conprisimpa prhs adléytodnparanet €68 agsoemab&d Qliatim atl, |wiesteone
product, cal cul ating, usi ng a conputer, the total cost of .the at |east one
product ttde PAFEWaser ¥or TEAEREP0 QRSFAL § ntPeGIHIRt oWRAERY SHIWIYS bi ds,

the total, Gosty 3k ng, i 10 acoouwt {heplyrality, of parameters associated

with the at | east one product, and outputting, using the conputer, each of
the vendors bids and the total cost of the

10 24. The electronic auction system of Claim 11, wherein
the software is further operable to allow a total cost

formula to be defined for each product in an auction.

25. A method of conducting an on-line auction,
15 comprising:
receiving bids from a plurality of vendors, each bid
comprising a plurality of parameters associated with at
least one product, calculating, using a computer, the total
cost of the at least one product to a purchaser for each
20 vendor in response to the vendors' bids, the total cost
taking into account the plurality of parameters associated
with the at least one product, and outputting, using the
computer, each of the vendors bids and the total cost of the
product to the purchaser.
25
26. The method of Claim 25, further comprising:
defining a plurality of parameters for a category of
products; and
defining a total cost formula for the category of

30 products in response to the plurality of parameters.



product to the purchaser. 25 26. The nmethod of C aim 25, further
conprising: defining a plurality of paraneters for a category of
product s;wand4sded i ning a total cost fornula for the categbPCyUSH/34812
products in response to the plurality of paraneters. WO 01/ 48656
PCT/ US00/ 34022 43 27. The nethod of C,gi m 26, wherein the total cost
formul a i ncludes at | east one constant associated with at |east one
paranmeter. 5 28. The nethod of C aim 25, wherein the plurality of
paraneters i ncirudesTh i @etdad noh- prliLiem pacanetiesseiR9.tHEhetoethododt A ai m
28, wherein the price _paraneters include at |east one of ase %ri ce,

C

a
vol ume 1frumekdudnslufefatds, LPPFE QRS eCARSEBTRt SSIRTFIFLET T ¥R tlcHAr ges,
naintenanﬁgaquﬁggﬁpégghéggQ¢ﬂ stration charges. 30. The nethod of C aim 28,

wherein the non-price paranmeters include at |east one of delivery timng,
nati onal 15 service coverage, mninmumaquality |evels, enployee skill

| evel s, a dedicated_ accou nagegent_ team eci.al ._yeponti .
requiFenents, ohlin %r@ggﬁﬁg?cagrﬁgﬁiw g%dI%ﬂ%ﬁﬁ%ncﬁhgoﬁ%ngg}tfbcgi. The
met hod ofp 3 @hdR26s WRET @l def i 6k ngna@ neh sl ¢4 ypatapataseters conpri ses

defining at |east tw sub- categories for the category of products, and
defining at |east two paraneters for each subcategory. 25 32. The net hod

of O aim 25, L%%.ﬁ hefp CONPLERLAY: o£ONAYYE Gat iz_@gd_t henbesinvenger' spbigkto

the other ve s to encourage conpetitive bidding.

parameters include at least one of a base price, volume
10 discounts, rebates, life cycle discounts, utilization

charges, maintenance charges and administration charges.

30. The method of Claim 28, wherein the non-price
parameters include at least one of delivery timing, natiocnal

15 service coverage, minimum quality levels, employee skill
levels, a dedicated account management  team, gpecial
reporting requirements, online ordering, warranty and length

of contract.

20 31. The method of Claim 26, wherein defining a
plurality of parameters comprises defining at least two sub-
categories for the category of products, and defining at

least two parameters for each subcategory.

25 32. The method of Claim 25, further comprising:
communicating the best +vendor’s bid to the other

vendors to encourage competitive bidding.



