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SYSTEM AND METHOD FOR REVERSE SEALED BID AUCTIONS

CROSS-REFERENCE TO RELATED APPLICATIONS
[0001] The present application is based on and claims priority to U.S. Provisional Patent
Application Serial No. 62/403,546, filed on October 3, 2016, and is a continuation-in-part of U.S.
Patent Application Serial No. 14/967,301, filed on December 12, 2015, claiming priority to U.S.
Provisional Patent Application Serial No. 62/246,987, filed on October 27, 2015, the disclosures

of which are all incorporated by reference herein in their entireties.

FIELD OF THE INVENTION
[0002] The present disclosure relates generally to online auctions, and more particularly, to a
system and method for sealed bid reverse online auctions for tangible or intangible goods and/or

services that include anything of value (e.g., goods, services, space, financial resources, etc.).

BACKGROUND

[0003] Reverse auctions are auctions in which the roles of buyer and seller are reversed. That is,
in traditional auctions, buyers compete to obtain goods/services from a seller by offering
increasingly higher prices. In a reverse auction, sellers compete to obtain business from a buyer
(i.e., offering to provide the good/service sought by the buyer), and prices typically decrease as
the sellers underbid each other. An objective of a reverse auction is to enable a buyer to solicit
goods/services from a plurality of seller-bidders in order to minimize the cost of the buyer for the
goods/services desired. In other words, the bidder-sellers compete with one another for the buyer’s
business by offering increasingly lower prices at which they will provide the goods/services. For
the buyers, such reverse auctions facilitate access to new suppliers of goods/services.

[0004] In sealed bid reverse auctions, the sellers and buyer are not privy to the values of any bids
until the auction closes, which helps avoid various problems associated with open reverse auctions,
most notably, indecent bidding activities. Unlike open reverse auctions (i.e., where two or three
sellers may be sufficient to keep lowering the price of the auctioned subject as they try to underbid
one another), in sealed bid reverse auctions, the sellers are unaware of what all other sellers are

bidding. Therefore, the sellers will strategically submit bids they feel would be an appropriate
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amount for providing the desired goods/services without the benefit of knowing what any of the
other sellers are bidding for the same goods/services.

[0005] A number of deficiencies are present with existing sealed bid reverse online auctions. For
example, the uncertainty associated with existing sealed bid reverse auctions may dissuade many
sellers from even participating in these types of auctions, since they will not know how their bids
compare to the bids of other sellers. Accordingly, existing sealed bid reverse auctions have a
problem with attracting a sufficient number of bidders to ensure a buyer’s likelihood of obtaining
the lowest reasonable price for the requested good/service. Because the bids are sealed, the bidder-
sellers have no incentive to resubmit lower bids based on other bids. Another deficiency with
existing sealed bid reverse auctions is a fear of the sellers that they may significantly under-bid,
then win the reverse auction, and be obligated to provide the auctioned good/service for too low a
price.

[0006] From a buyer’s standpoint, a low number of bids raises the question of whether or not the
bids are a reasonable and fair price for the goods/services. Buvers desire a larger number of bidder-
sellers, which are likely needed, to increase the probability of obtaining a sufficiently low, fair and
reasonable bid. A buyer wants to obtain the auctioned subject at a low price, but also generally
desires good quality of service. Therefore, a buyer does not want a winning seller who experiences
“winner’s remorse” for fear that the quality of the goods/services, and/or the safe delivery or
provision thereof, will be inadequate if the winning seller realizes that he/she bid significantly
below market value. While all auctions provide inherent risk, these practical realities can diminish
participation in existing sealed bid reverse auction, and by extension, their likelihood of success.
[0007] In an open reverse auction, since bidders are able to view other bid amounts, they may
engage in illegitimate or unfair bidding practices. For example, once a buyer submits an on-line
reverse auction request for an auctioned subject with the expectation of obtaining the auction
subject for a lower price, two or more colluding bidders may unfairly or illegally preserve a high
bid. Although a live reverse auction on-site does not allow a bidder to withdraw a bid, an open
online reverse auction may allow bidders to withdraw bids at any time as a general or routine
practice. Thus, two colluding people who place lower bids withdraw, allowing a third colluding
bidder to win the reverse auction at a higher price, forcing the buyer to pay the artificially elevated
price. Current on-line reverse auctions offer no effective solutions for this specific on-line or

internet-centric auction problem.
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[0008] In order to combat this technological problem, the present invention overcomes these
deficiencies by offering an online reverse sealed bid auction platform that offers a fair bidding
process. Such an improved system and method encourages more present and future participation
in sealed bid reverse online auctions, and provides consumers with the ability to obtain goods

and/or services at the most desirable possible prices through a fair and reasonable process.

SUMMARY OF THE INVENTION

[0009] This summary is not intended to identify or point to essential features or limit the scope of
the subject matter claimed herein. The present invention relates generally to methods and systems
for conducting a sealed bid online reverse auction for goods and/or services and utilizes alternate
classifications for bidders such that at least one category of bidder commits to pay a fee to
participate in the auction, where the fee may be allocated in various ways. The system and method
also preferably uses the values of particular bids (e.g., the winning bid and a designated bid) to
compute a final recalculated winning bid amount for the auctioned goods/services. Generally, the
methods and systems for remotely conducting a sealed bid online reverse auction in accordance
with the invention have at least the following objectives:

[0010] To mitigate the risks to a buyer and a bidder in an online sealed bid reverse auction, or to
help optimize the interests of the buyer or the bidder in such auctions.

[0011] To offer options for the buyer, bidders, or third-parties to customize the auction through
various predetermined rules, settings, values, etc.

[0012] To provide incentives for both bidder and buyer participation by reducing uncertainty,
encouraging lower bids, reducing “winner’s remorse”, increasing the likelihood of a fair and
reasonable final bid amount, and allocating a price-protection fee paid by the winning bidder for
distribution in accordance with one or more predetermined rules.

[0013] To establish multiple bidding categories for bidders associated with different
predetermined rules and settings, and identify a winning bid from bids in the multiple categories
according to the different predetermined rules and settings.

[0014] To provide bidder-sellers with the option to select a bidding category with an associated
commitment to pay a price-protection fee related to the bidder-seller’s bid, and, if the bidder-

seller’s bid is a winning bid, to potentially receive an upward adjustment of the winning bid.
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[0015] To provide a reverse auction in which a price-protection fee paid by the bidder-sellers is
allocated in various ways to one or more parties based on predetermined rules and settings.
[0016] To establish a bidding category in which a recalculated winning bid amount (i.e.,
recalculated price, recalculated amount, recalculated final price, final recalculated amount, etc.),
is computed in accordance with a formula based on the value of the winning bid, a price-protection
fee associated therewith, a value of a designated bid, and a predetermined percentage of the
difference between the value of winning bid and the value of the designated bid (e.g., next-lowest,
second lowest, third lowest, fourth lowest, etc.).

[0017] To enable a bidder to withdraw a bid before a close of the auction and submit a new sealed
bid after withdrawing his/her bid before the close of the auction, and to enable a plurality of bidders
is enabled to submit new sealed bids within a certain time frame when the plurality of bidders
submitted identical bids identified as a winning bid amount.

[0018] To establish a ranking, before a start of the auction, by a buyer, the system, a third-party,
or by default, corresponding to which of a plurality of sealed bids received will be selected as the
winning bid.

[0019] To provide an online reverse auction utilizing an open (i.e., visible) or hidden (i.e., closed
or not visible) reserve price as determined by the buyer as the most the buyer is willing to provide
for the auction subject.

[0020] To identify a single bid as a winning bid, and utilize a reserve price established by a buyer
to compute a recalculated winning bid amount.

[0021] To enable the auction to be cancelled, provide a buyer with an option to buy the auction
subject for an amount above the reserve price, or provide a winning bidder with an option to sell
an auction subject at a reserve price pre-set by the buyer if the submitted bids all exceed the reserve
price.

[0022] In one aspect of the invention, a computer-implemented system for conducting a sealed bid
online reverse auction is provided, which includes a computing system having one or more
processors configured to provide an online platform for remotely conducting a sealed bid online
reverse auction, a buyer computing device, and at least one bidder computing device. The buyer
computing device and the at least one bidder computing device are configured to communicate
with the computing system over anetwork. The system further includes one or more non-transitory

computer readable program storage medium capable of storing instructions to instruct the
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processors to perform the auction in accordance with a set of predetermined rules. The one or more
processors are configured to receive, from the buyer computing device, an auction request for an
auction subject in the auction, and receive, from the bidder computing device, one or more sealed
bids each specifying a bid amount for the auction subject. At least one of the sealed bids is a bid
associated with a commitment to pay a price-protection fee.

[0023] The processors are further configured to assign an anonymous identifier to each of the
sealed bids automatically, and to transmit, during the auction, to one or more bidder computing
devices, a first representation of the auction including one or more of the anonymous identifiers.
The first representation does not include the bid amount, and the bidder computing device displays
at least a portion of information related to the first representation.

[0024] The processors are also configured to determine a winning bid from the received sealed
bids, and, upon the winning bid being associated with the commitment to pay the price-protection
fee: apply the set of predetermined rules to an amount of the winning bid to calculate the price-
protection fee; determine a designated bid relative to the winning bid; compute a difference
between the amount of the winning bid and an amount of the designated bid; apply the set of
predetermined rules to the difference to calculate an adjustment amount; compute, based on a
closing of the auction and the winning bid being associated with the commitment, a recalculated
winning bid amount based on a formula applying at least one of the adjustment amount or the
price-protection fee to the amount of the winning bid; transmit, after the closing of the auction, to
at least one bidder computing device, a second representation of the auction, wherein the second
representation includes at least the recalculated winning bid amount associated with the winning
bid corresponding to at least one of the anonymous identifiers, wherein the bidder computing
device displays at least a portion of information related to the second representation; and allocate
at least a portion of the price-protection fee for distribution in accordance with the set of
predetermined rules.

[0025] In another aspect of the invention, a computer-implemented method for conducting a sealed
bid online reverse auction is provided. The method includes receiving, from a remote buyer
computing device, an auction request for an auction subject in a sealed bid online reverse auction;
and receiving, from at least one remote bidder computing device, one or more sealed bids
specifying a bid amount for the auction subject. At least one of the sealed bids is a bid associated

with a commitment to pay a price-protection fee percentage of the bid amount in accordance with



WO 2018/067360 PCT/US2017/053772

a set of predetermined rules. The remote buyer computing device and the remote bidder computing
device is configured to communicate over a network with a computing system having one or more
processors. The method further includes assigning an anonymous identifier to each of the sealed
bids automatically; transmitting, during the auction, to one or more of the remote bidder computing
device, a first representation of the auction including one or more of the anonymous identifiers,
but not including the bid amount. The bidder computing device displays at least a portion of
information related to the first representation.

[0026] The method also includes determining, by the processors, a winning bid from the sealed
bids, the winning bid having a winning bid amount according to the set of predetermined rules,
wherein upon the winning bid being associated with the commitment to pay the price-protection
fee percentage: applying the set of predetermined rules to the winning bid amount to compute a
price-protection fee amount; determining a designated bid relative to the winning bid according to
the set of predetermined rules, computing a difference between the winning bid amount and an
amount of the designated bid, applying the set of predetermined rules to the difference to compute
an adjustment amount; computing a final winning bid amount based on a formula applying at least
one of the adjustment amount or the price-protection fee amount to the winning bid amount; and
transmitting, after the closing of the auction, a second representation including the final winning
bid amount associated with the winning bid corresponding to at least one of the anonymous
identifiers to at least one remote bidder computing device for display of at least a portion of
information related to the second representation.

[0027] Other objects, features, and characteristics of the present invention, as well as the methods
of operation and functions of the related structural elements, and the combination of parts and
economies of development and manufacture, will become more apparent upon consideration of
the detailed description below with reference to the accompanying drawings, all of which form a

part of this specification.

BRIEF DESCRIPTION OF THE DRAWINGS
[0028] A further understanding of the present invention can be obtained by reference to a preferred
embodiment set forth in the illustrations of the accompanying drawings. The drawings are not
intended to limit the scope of this invention, which is set forth with particularity in the claims as

appended or as subsequently amended, but merely to clarify and exemplify the invention.
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Accordingly, a more complete appreciation of the present invention and many of the attendant
aspects thereof may be readily obtained as the same becomes better understood by reference to the
following detailed description when considered in conjunction with the accompanying drawings,
where:

[0029] FIG. 1A shows a diagram of an example system for providing a sealed bid reverse online
auction according to an exemplary embodiment of the invention;

[0030] FIG. 1B illustrates a database according to an exemplary embodiment of the invention;
[0031] FIG. 2 illustrates a data record for a sealed bid according to an exemplary embodiment of
the invention;

[0032] FIG. 3 depicts a computing device for use by either a buyer or a bidder according to an
exemplary embodiment of the invention;

[0033] FIG. 4 depicts an alternative computing device for use by either a buyer or a bidder
according to an exemplary embodiment of the invention;

[0034] FIG. 5A is a flowchart illustrating a bidding process from the bidder’s side, in accordance
with an exemplary embodiment of the invention;

[0035] FIG. 5B is a flowchart illustrating a continuation of the bidding process from the bidder’s
side shown in FIG. 5A;

[0036] FIG. 5C is a flowchart illustrating a process of distribution of a price-protection fee, in
accordance with an exemplary embodiment of the invention;

[0037] FIG. 6A is a flowchart illustrating an auction process from the buyer’s side, in accordance
with an exemplary embodiment of the invention;

[0038] FIG. 6B is a flowchart illustrating a continuation of the auction process from the buyer’s
side shown in FIG. 6A;

[0039] FIG. 6C is a flowchart illustrating a continuation of the auction process from the buyer’s
side shown in FIG. 6B; and

[0040] FIG. 7 is a flowchart illustrating a process of determining the winning bidder when there
are more than one identical lowest winning bid prices in accordance with an exemplary

embodiment of the invention.
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DETAILED DESCRIPTION OF THE INVENTION

[0041] As required, a detailed illustrative embodiment of the present invention is disclosed herein
and specific embodiments that may be practiced are shown by way of illustration and explanation.
The present disclosure is not intended to be limited to the specific terminology selected, and it will
be understood that each specific element includes all technical equivalents which operate in a
similar manner. However, techniques, methods, systems, and operating structures in accordance
with the invention may be embodied in a wide variety of forms and modes, some of which may be
quite different from those in the disclosed embodiment. Consequently, the specific structural,
functional and step-by-step details disclosed herein are merely representative, yet in that regard,
they are deemed to afford the best embodiment for purposes of disclosure and to provide a basis
for the claims herein which define the scope of the present invention. The embodiments herein are
described in sufficient detail to enable those skilled in the art to practice the embodiments, and it
is to be understood that logical, mechanical, and other changes may be made without departing
from the scope of the embodiments. The following detailed description is therefore not to be taken
in a limiting sense.

[0042] Exemplary embodiments of the invention provide a sealed bid, buyer-held reverse online
auction for a buyer and one or more bidders (i.e., sellers, bidder-sellers, etc.) in which the bidders
compete for the buyer’s business using a sustainably balanced system and method by which the
buyer can acquire goods/services at a fair rate while allowing bidder-sellers to collect fair
compensation for their goods/services. Generally, a buyer may include any individual, customer,
entity or group thereof seeking to obtain goods/services temporarily or permanently. Accordingly,
the system collects a “price-protection fee” (also referred to herein as a “protection fee,”
“participation fee,” or “fee”) from a winning bidder who opted to participate in a presented “price-
protection policy,” which functions as consideration for being allowed to participate in an auction,
and which gives each seller the option to protect himself/herself from, for example, significantly
undervaluing his/her goods/services. The potential for a winning bidder to collect more than
his/her bid price results from a recalculation governed by preset rules which use the value of and
difference between the winning bid and a designated bid (e.g., a next-lowest bid, third lowest,
fourth lowest, etc.), and helps mitigate problems otherwise associated with “winner’s remorse™ or
“winner’s curse.” In essence, the bidder who commits to pay the fee may potentially enjoy the

benefits associated therewith (i.e., an increase of their bid by a percentage of the difference
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between their bid and the next-lowest bid, a return of all or a portion of the fee, etc.). The invention
can mitigate risk and help balance buyer/bidder interests. Alternatively, the system can be
configured to help optimize the buyer or bidder interests.

[0043] In the sealed bid, reverse online auctions contemplated herein, the goods/services which
the buyer ultimately seeks to retain or acquire can involve the permanent or temporary transfer of
ownership or possession rights, and/or the transfer of goods and/or the provision of services.
Possession rights, which relate to the control a person exercises over an auctioned subject, can be
transferred from one party to another without transferring actual ownership. The transfer of
possession rights requires an intention of one party to possess (e.g., temporarily) a property in
exchange for monetary value.

[0044] Turning now to FIG. 1A, illustrated is a diagram of an example system for providing a
sealed bid reverse online auction according to an exemplary embodiment of the invention. As
shown, server 102 is in communication with at least one of a plurality of buyers at remote buyer
computing device 108/114 and at least one of a plurality of registered bidders at remote bidder
computing device 106/110/112 through a communication network (e.g., Internet 100). Server 102
is preferably configured to receive a reverse auction request for an auctioned subject from buyer
computing devices 108/114 and store it in one or more databases 104, which may include a unified
database, a remote data center, a cloud-based data storage medium, a portable database, arelational
database, or the like. Each reverse auction request received preferably includes at least a
description of the auctioned subject and a time duration for the reverse auction input by the buyer
into buyer computing device 108/114. The reverse auction request can also include a start price
(start auction price) and/or a reserve price.

[0045] Server 102 is preferably configured to conduct a reverse auction based on the auction
request of the buyer with a plurality of registered bidder-sellers using remote bidder computing
devices 106/110/112.  As shown in FIG. 2, at least one sealed bid may be input into bidder
computing device 106/110/112 during the time duration or timeframe of the reverse auction, which
is then communicated to server 102. The sealed bid can include, for example, auction ID or auction
subject ID 200, bid amount 208 for the auctioned subject, random bidder ID 202, for example,
randomly assigned by server 102 to each of the sealed bids received through bidder computing
devices 106/110/112 during the auction, and data record 210 for each of the sealed bids stored in

database 104 on server 102. Sealed bid data record 210 may contain at least auction ID or auction
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subject ID 200, random bidder ID 202, actual bidder ID 204, timestamp 206, bid amount 208, and
other pertinent information 209 relating to the bidder. A system computing device in operative
communication with server 102, at least one of a plurality of registered buyers, and at least one of
a plurality of registered bidder-sellers through server 102 via a communication network (e.g.,
Internet 100) preferably determines the winning bid at the end of the auction (i.e., at the close of
the auction) in accordance with data record 210 received for each of sealed bids 200.

[0046] The buyers and bidders discussed herein who use the buyer and bidding computing devices
can include various types of users, such as, for example, individuals, business entities, not-for-
profit organizations, or government agents. The systems disclosed herein integrate a means for
maintaining one or more of database 104 to store buyer and bidder information without disclosing
real identifications or information about auctioned tangible and/or intangible auctioned subjects.
By way of example, as shown in FIG. 1B, database 104 preferably contains, stores and dynamically
updates data related to the bidding process, including but not limited to, detailed information
regarding tangible 116 or intangible 118 auctioned subjects, transaction data 122 (which may also
contain data pertaining to previous transactions 120), bidding data 124 (e.g., bid history, prices,
timestamps, etc.), user data 126 (e.g., user profiles, financial information, auction history, sealed
winning bidder ID information, etc.), and other data 128 (i.e., feedback from the buyer following
receipt of the good/service from the bidder to the buyer). Similarly, database 104 can maintain and
dynamically update records on each buyer, including, for example, the buyer’s ability to pay the
amount owed for the good/service provided by the bidder, along with any applicable shipping
costs, insurance, etc.

[0047] In a preferred embodiment, certain information about the auction subject and the bidders
is kept hidden from the bidders during the reverse auction. Database 104 through, for example, a
communication network and/or server-side computing device may be connected to and queried by
buyers from remote buyer computing devices 108/114 and by bidders from remote bidder
computing devices 106/110/112 to obtain relevant information such as references about historical
transactions and prices of goods and services relating to the auctioned subjects. Historical
transactions within database 104 may provide, for example, a price reference relating to at least
one of the plurality of registered bidders or the plurality of registered buyers about at least one
previously auctioned subject of value in case the bidders lack sufficient knowledge and experience

about the services or products they intend to offer for sale as the auction subject. With respect to
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buyers, access to such historical transactions may be helpful for listing reserve prices within the
reverse auctions. Database 104 may be queried for searches by at least one of the plurality of
registered bidders or the plurality of registered buyers about at least one previously auctioned
subject of value without disclosing the actual bidder ID of the winning bidder. Each of the sealed
bids may be securely stored on server 102 during the time duration of the reverse auction. At the
end of the auction, bid amounts and timestamps can be displayed to the plurality of bidders without
the actual bidder IDs being displayed.

[0048] As shown in FIG. 3, bidder computing devices 106/110/112 or buyer computing devices
108/114 may be a user’s smartphone or other “smart” handheld user device 300, and may have
internal clock mechanism providing time and/or date information 302 that automatically identifies
and communicates to server 102 timestamp data 206 for each sealed bid to determine and record
the sequence of the submitted bids. Fach user device 300 may also have display 304, and may be
any computing device known in the art. By way of example, a smartphone, tablet, personal
computer or any other computing device may be utilized. Alternatively, as shown in FIG. 4, each
bidder computing devices 106/110/112 or buyer computing devices 108/114 may be user device
400 such as a personal computer having display 402. User device 400 may be any computing
device known in the art, such as, for example, a personal desktop computer, a laptop, a tablet, a
smart TV, a gaming system, in-vehicle computer or navigation system, or any other computing
device.

[0049] Referring next to FIG. 5SA, shown is a flowchart depicting a bidding process from the
bidder’s side, in accordance with an exemplary embodiment of the invention. As shown, bidders
initially register an account with the system (Step 500) that is verified (Step 502) before being
permitted to submit bids for a reverse auction. Registering bidders may be required to sign or
otherwise agree to one or more user agreements outlining relevant rules preset for both buyers and
bidders prior to the start of the reverse auction. During registration, the systems disclosed herein
can require that a user provide personally identifiable information and valid financial information,
including, for example, name, address, email, phone number, bank information, etc. User accounts
can be verified by the system through email, text, and/or phone by the system administrator. The
systems disclosed herein may allow users to only register one account by email, text, and/or phone
with a username for bidding or for listing a request for an auctioned subject/service. An account

may be used to either bid on or list a reverse auction.
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[0050] To begin an auction, registered bidders must select an auction subject (Step 503) to bid on,
and choose a bidding category (Step 504). Preferably, the bidder is prompted to select a bidding
category (e.g., Category 1 or Category 2) based on experience, preference, in consideration of a
particular reverse auction strategy, or simply at random. A Category 1 winning bidder is required
to offer the auction subject (i.e., the good/service) for a submitted sealed Category 1 bid amount,
and is not associated with any commitment to pay a protection fee. A bidder who opts to be a
Category 2 bidder (Step 506) is prompted to commit to paying a fee to purchase the price-
protection policy should his/her bid be deemed the winning bid or pay a fee as a deposit from the
bid account but then commit to pay the amount, which is sealed and kept confidential along with
the deposit (Step 508). If such Category 2 bidder were to submit a winning bid, then he/she would
have a chance of increasing the final winning bid amount to which he/she is entitled (e.g., to
provide the auction subject to the buyer for a recalculated winning bid amount which is potentially
higher than the winning bid amount submitted by the Category 2 bidder), and to potentially recover
something simply for participating in the auction. The price-protection policy can correspond to a
certain percentage, set by the buyer, the system or a third-party, of the submitted bid amount (e.g,,
3%, 5%, etc.). The bidder agrees to pay this price-protection percentage fee should he/she be the
winning bidder in exchange for being allowed to participate as a Category 2 bidder. Alternatively,
the bidder may be required to pay this fee regardless of whether or not he/she wins the auction.

[0051] If the bidder attempting to select Category 2 does not commit to pay a fee to purchase the
price-protection policy, then the system will advise and/or notify the bidder that he/she will be
rejected as a Category 2 bidder (Step 510), and/or provide the bidder with the option to be a
Category 1 bidder (Step 512). Ifthe bidder chooses to be a Category 1 bidder, then the bidder may
begin to bid as a Category 1 bidder on the reverse auction by entering a bid amount to submit to
the system (Step 518). If the bidder does not agree to be a Category 1 bidder, then the bidder is not
permitted to bid in the reverse auction (Step 514). The system can be configured to choose the
category for the bidder and/or to only allow a single category of bidders (e.g., Category 2 bidders).
[0052] As used herein, the term “winning bid amount™ is an amount of the final bid submitted by
a winning bidder of the auction. The term “recalculated winning bid amount” (i.e., “recalculated
price”, “recalculated final price”, “recalculated amount”, “final recalculated amount”, etc.) is an
amount calculated by applying a formula described herein to the winning bid amount. Also, the

specific names assigned to these two bidding categories are for reference only and may

12



WO 2018/067360 PCT/US2017/053772

alternatively be referred to as, for example, bidding categories A and B or “experienced” and
“inexperienced” bidding categories. In preferred embodiments, the systems and methods disclosed
herein can enable bidders to change the categories they belong to when bidding in the same or in
different reverse auctions. A bidder who confirms he/she wants to be a Category 1 bidder when
bidding for one auctioned subject may identify himself’herself as a Category 2 bidder during the
reverse auction or when bidding for another auctioned subject in another reverse auction.

[0053] A bidder who initially opts (Step 504) to be a Category 1 bidder (Step 516) may begin
bidding by entering a bid amount (Step 518). Similarly, a bidder who initially opts (Step 504) to
be a Category 2 bidder (Step 506) and agrees to purchase the price-protection policy (Step 508)
may begin bidding by entering a bid amount (Step 518). The bidder, regardless of whether a
Category 1 or Category 2 bidder, then preferably provides double confirmation that the bid amount
1s accurate and confirm the bidder’s ability to provide the auction subject for the amount of the bid
(Step 520). If the bidder does not confirm either the bid amount or the ability to provide the auction
subject for the amount of the bid (No, Step 520), then the bidder is notified by the system that no
bid has been created or allowed (Step 522). The bidder may choose to change the bid amount and
continue (Yes, Step 524) by confirming the bid amount and ability to provide the auction subject
at the bid amount (Step 528). If the bidder still chooses to not confirm (No, Step 524), then the
bidder is precluded from bidding (Step 526). If the bidder confirms (Step 528) or (Step 520), then
the bid amount is accepted and the bidder is assigned a random ID number and the system records
a timestamp for the bid (Step 530). The bid is then entered into the system and stored in the
database (Step 532).

[0054] While double confirmation is provided by the system to serve as a better practice purpose
for the auction, an auction may still proceed without the double confirmation. Once the bid is
double-confirmed and stored in the database of the system, the system can accept the submitted
bid amount and enter it for the reverse auction within the bidding system (Step 532), and seal the
bidder’s ID. Bidders may be listed or displayed in the order in which they bid using randomly
generated anonymous ID numbers by the system. The bidders” identities and respective bids and
bid amounts are not accessible to other bidders (except for, potentially, the bidders” anonymous
randomly generated ID numbers), even after the reverse auction closes. That 1s, the accepted bid
amounts are sealed, and each bidder and bid amount is assigned a random identification number

and identified with a timestamp to track status of the bid and indicate when it was accepted by the
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system (Step 530). Users may be allowed to see the applicable remaining time for the reverse
auction regardless of where they are located. However, the system may enable the buyer to view
the real identification of the winning bidder. In other embodiments, the system can be configured
to allow all bidders to see the bid or amounts of other bidders after the auction ends with or without
seeing the bidders’ real identifications.

[0055] Turning now to FIG. 5B, shown is a flowchart depicting a continuation of the bidding
process shown in FIG. 5A. As shown, after the bid has been entered into the system (Step 532), a
bidder may change the submitted bid amount before the reverse auction closes or ends (Step 542).
However, in preferred embodiments, every bidder is allowed to submit only one final valid bid. If
the bidder does not change his/her submitted bid (No, Step 542), then the system determines the
submitted bid to be the valid bid for that bidder. If the bidder decides to change his/her submitted
bid(Yes, Step 542), then the bidder may enter a new bid amount, and submit it to the system (Step
548). In preferred embodiments, if a bidder submits a new bid or otherwise re-submits a bid, then
any previously submitted bids by that bidder are replaced. In this way, each bidder may only have
one pending valid bid for an auction subject. In alternative embodiments, the system may
determine only the most recent bidto be the valid bid, or may alternatively select the lowest bid to
be the valid bid, depending on the predetermined rules for the auction. If the bidder does not change
the bid again, then the system will determine the re-entered submitted bid to be the only valid bid
by that bidder.

[0056] In alternative embodiments, the system may be configured to allow a bidder to change
his/her bid by raising, lowering, re-submitting a bid, change a bidding category, and/or change a
bid amount before the close of the reverse auction. Bidders may also be allowed to withdraw their
bids before the reverse auction closes. Withdrawn and/or changed bids may still remain sealed so
others will not be aware of them. By keeping withdrawn or changed bids confidential, the system
can prevent bidders from using withdrawn and/or changed bids as reference points, and can
eliminate or reduce misrepresentation or fraud. The system may continuously monitor the auction
for any indications from bidder computing devices 106/110/112 that a bidder wants to change an
existing bid (Step 542) up until the auction has closed or ended (Step 546). Upon expiration of the
time frame for the reverse auction, the reverse auction will close or end (Step 546).

[0057] The system can be configured using computer-executable instructions, such ag program

modules, to transmit a first representation of the anonymous, sealed bid online reverse auction to

14



WO 2018/067360 PCT/US2017/053772

at least one of remote bidder computing devices 106/110/112 during the reverse auction. The first
representation preferably does not include any bid amounts, but can include, for example, one or
more different (or anonymous) identifiers relating to the status of the reverse auction (e.g., the
randomly assigned ID numbers assigned to the bids/bidders, the number thereof, the timing
thereof, and/or the time remaining in the reverse auction, etc.). Receipt of the first representation
by the remote bidder computing devices may trigger or cause them to display at least a portion of
the information related to the first representation.

[0058] Once the reverse auction closes, the system determines a winning bid amount based on
predetermined rules for the auction (Step 550), and the bid amounts may be disclosed to the
participants of the reverse auction. The bid amounts may alternatively not be disclosed except for
the winning bid amount to the buyer. The system next determines whether and which bidder wins
the reverse auction (Step 552). If the bidder wins the reverse auction and is a Category 1 bidder
(Yes, Category 1, Step 552), then the winning bidder will be obligated to and agrees to provide the
auction subject to the buyer for the bid amount submitted (Step 556). If the bidder wins the reverse
auction and is a Category 2 bidder (Yes, Category 2, Step 552), then the winning bidder will be
obligated to and agrees to provide the auction subject to the buyer for a recalculated final price
that is determined after applying a price-protection formula, plus related costs, if any (Step 558),
as discussed with respect to FIG. 6C. The system may be configured to require a transaction to
take place between the buyer and the winning bidder-seller within a certain amount of time (e.g.,
within ten days of the end of the reverse auction).

[0059] After a winning Category 2 bidder provides the auctioned subject to the buyer, the buyer
pays the winning bidder a final recalculated winning bid amount (Step 560). The buyer may be
obligated to pay the winning bidder before the winning bidder provides the auctioned subject. In
other embodiments, the buyer may be obligated to pay the winning bidder only after receipt of the
auctioned subject. Payment may be exchanged in part or in full during these transactions
depending on specific agreements of the parties, the particular reverse auction, and/or user
agreements. Once the auctioned subject has been received and payment has been made, the parties
may be provided with the option to rate each other (Step 562) through the system, and such ratings
may be stored in database 104. The process concludes once ratings are received or after the parties

decline to rate one another.
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[0060] The system can also be configured using computer-executable instructions, such as
program modules, to transmit a second representation of the anonymous, sealed bid online reverse
auction, either at a later point in the auction or once all bids are received and the auction ends, to
one or more of the bidder computing devices 106/110/112. The second representation can include
at least a winning bid amount associated with a winning bidding Category 2 bidder corresponding
to an assigned identifier. Receipt of the second representation by the remote computing devices
can trigger or cause at least one of the remote computing devices to display at least a portion of
the information related to this second representation. The second representation may additionally
or alternatively include one or more of the different identifiers relating to a second (e.g., later or
end) status of the reverse auction, the randomly assigned ID numbers assigned to the bids/bidders,
the number thereof, the timing thereof, etc. The information or image data relating to the first or
second representations may be displayed using bitmap representation, or any other known
technique for displaying image data.

[0061] FIG. 5C shows a flowchart depicting an example process of distribution of a price-
protection fee in accordance with an exemplary embodiment of the invention. As illustrated, the
price-protection fee paid by a Category 2 bidder may be split or allocated in various ways. If a
Category 2 bidder wins the reverse auction, then the winning bidder will be obligated to and agrees
to provide the auction subject (e.g., the good, service or both) to the buyer for a final recalculated
price (Step 558), and the final recalculated price is determined by applying the price-protection
formula (Step 568). In preferred exemplary embodiments, the price-protection formula subtracts
the price-protection fee from the sum of the winning bid and a predetermined percentage of the
difference between the winning bid and the next-lowest bid (Step 568) to compute a final
recalculated winning bid amount, as discussed with respect to FIG. 6C. Alternatively, any other
designated bid based on buyer presets, default system settings, or a third-party, may be used in
calculating the difference (e.g., not just the next-lowest bid, the third, fourth, fifth, etc. lowest bid
with respect to the winning bid). In other embodiments, the price-protection formula does not
include subtracting the price-protection fee, and comprises the sum of the winning bid and the
predetermined percentage of the difference between the winning bid and the next-lowest bid. The
price-protection fee is generally a predetermined percentage of the winning bid amount, and once

the winning bid has been selected and the final recalculated price calculated, the system then
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determines the recipients of the price-protection fee paid by the winning Category 2 bidder (Step
570).

[0062] The system, the buyer, or a third-party may establish one or more sets of predetermined
rules for allocating the price-protection fee submitted by a winning bidder. The buyer or the system
can pre-set whatever rule he/she wishes with respect to allocation and distribution of the price-
protection fee(s), including but not limited to, any one of the auction participants. For example,
rules may be established dictating that the entire price-protection fee may be allocated entirely to
the buyer (Step 572), entirely to the next-lowest bidder or bidders (Step 574), among all Category
2 bidders except the winning bidder (Step 575), the buyer and bidder(s) (Step 582), the system,
the buyer, the winning bidder, and the losing bidders, whether they be Category 1 or Category 2
bidders. For example, the buyer may decide that he/she does not want to allocate any of the price-
protection fee to the highest bidder, and wishes to allocate all of it to, for example, the second or
third lowest bidder. The system can also determine the number of next-lowest bidders to whom
the price-protection fee should be paid. If there is only one next-lowest bidder (Yes, Step 576),
then the entire amount of the price-protection fee may be allocated to the sole next-lowest bidder
(Step 578). If there are several next-lowest bidders (e.g., if two or more Category 2 bidders bid an
equal amount and the equal amount is the next-lowest amount relative to the winning bid) (No,
Step 576), then the entire amount of the price-protection fee can be split among all of the next-
lowest bidders with identical bids, by an allocation percentage which may be predetermined by the
buyer, the system or a third-party (Step 580).

[0063] Alternatively, the price-protection fee paid by the winning bidder may be split, such as
equally, in whole or in part, among all Category 2 bidders who did not win the reverse auction
(Step 575). In yet other embodiments, the price-protection fee may be entirely or partially allocated
to the system or a third-party where the system may be the entity who developed, hosted, or
otherwise provided a software application for the online reverse auction. Also, the third-party may
include the managing company or agent of the system, or may further include a representative of
a buyer, representative of a seller, website manager, auction housing company, outside investors
of the auction site, or others having vested interests in the auction. In such embodiments, the
system or third-party may collect all or a portion of the price-protection fee from a given auction.
[0064] In another embodiment, the price-protection fee can be split between the buyer and

bidder(s) (Step 582) by an allocation percentage which may be predetermined (e.g., by the buyer,
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the system, or a third-party). For example, one portion of the price-protection fee may be allocated
to the buyer (Step 584), while the remaining portion of the price-protection fee may be allocated
to the next-lowest bidder (Step 590) if there is only one next-lowest bidder (Yes, Step 586). Where
there is no second-lowest bidder because only a single bidder bid on the reverse auction, then if
such single bidder wins the reverse auction, then the buyer may keep all of the price-protection fee
paid by the single bidder, or may give back part or all of it to the single bidder. If there are multiple
next lowest bidders with identical bids, then the price-protection fee can be split among all of the
next lowest bidders (Step 594), or may be split among all of the remaining bidders who did not
win. The allocation of the price-protection fee may be customizable by the buyer, the system, or a
third-party based on predetermined rules.

[0065] In preferred embodiments, only the winning bidder pays the price-protection fee, and the
fee is distributed to one or more of the other bidder-sellers. In other embodiments, the price-
protection fee may be a required payment by every Category 2 bidder, regardless of whether or
not he/she is a winning bidder, and the total price-protection fees collected can be split based on
one or more predetermined rules. Such embodiments contemplate the price-protection fee as
consideration for the right to be a Category 2 bidder, and thus the potential to increase the price
he/she is entitled to receive (e.g., above the amount of his/her winning bid) from the buyer in
exchange for providing the auction subject. It will be appreciated that such a “pay to play”
embodiment can potentially increase total revenue to the buyer, the system, or a third-party by
virtue of requiring payment from all Category 2 bidders. These payments may be required prior
to, during, or after the close of the reverse auction, and it will be appreciated that regardless of
whether the reverse auction rules offer Category 2 as “pay to play” or “get paid to play” with
respect to the price-protection fee, then allocate the price-protection fee based on predetermined
rules.

[0066] If the buyer is confident that the auctioned subject will attract many bidders, he/she may
choose to keep the entire amount of the price-protection fee paid. On the other hand, if the buyer
wishes to attract more bidders to participate in the reverse auction for the auctioned subject, he/she
may decide to award the entire price-protection fee to the next-lowest bidder(s) or to all or a portion
of the participating bidders. If only one bidder has placed a bid for the auctioned subject and the

bidder identifies himself/herself as a Category 2 bidder, and a reserve price of the buyer can be
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considered as the next-lowest bid amount for purposes of recalculation if the sole bid is a Category
2 one and under the reserve price.

[0067] The distribution/allocation rules may be pre-set by the buyer, the system by default or by
athird-party, for example, in accordance with a predetermined scale, correlation, or corresponding
array of percentages, or may be decided by the buyer after the reverse auction ends. The allocation
amounts of the price-protection fee may be based on the rankings of bidders relative to the winning
bidder (e.g., second lowest, third lowest, fourth lowest, etc.), with the second lowest bidder
receiving the highest percentage of the price-protection fee, the third lowest bidder receiving a
smaller percentage of the price-protection fee, the fourth lowest bidder receiving a smaller
percentage of the price-protection fee, etc.). Alternatively, the winning bidder may be entitled to
all or a portion of the price-protection fee. In one embodiment, if every Category 2 bidder pays the
price-protection fee upfront, then the winning bidder receives a “kick back™ of what he/she has
already paid to the system. If only the winning bidder pays the price-protection fee, then the
amount of the price-protection fee owed by the winning bidder once the reverse auction ends may
be reduced depending on the allocation rules pre-set by the buyer.

[0068] In other embodiments, the predetermined rules of an auction may allow for allocation of at
least a portion of the price-protection fee in a particular auction (e.g., a portion of the price-
protection fee paid by a winning Category 2 bidder or by all Category 2 bidders in the particular
auction) by any user of or registrant to the system, including non-participant users (e.g., users of
the system who did not participate in the particular auction). The individual non-participant user’s
percentage of the available portion he/she can collect from a particular auction can be based on,
for example, a user’s aggregate ranking by the system. The user’s aggregate ranking can be based
on, for example, the total number of auctions the user has previously participated in through the
system (as a buyer or bidder), the total number of auctions in which the user has previously paid a
price-protection fee (e.g., as a winning Category 2 bidder or as a losing Category 2 bidder in certain
“pay to play” auctions where all Category 2 bidders were required to pay the price-protection fee),
the total amount of price-protection fees the non-participant user previously paid, the total number
of bids previously submitted, the total number of actions the user has taken through the system
(e.g., total time spent online and interacting with the system), the total amount of money the non-
participant user has paid for goods or services as a buyer in reverse auctions conducted through

the system, and/or the user’s rating by other users of the system over time (e.g., Step 562). One
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or more of these factors can be assigned a particular weighting in calculating the user’s aggregate
ranking. In the event that one or more users are tied in ranking, the system can use additional
criteria to in determine priority, such as the first of the tied users to request payment. Alternatively,
the system may simply split a portion of the fee between tied users. Such data can be stored in
database 104, and dynamically updated as users participate in one or more auctions. Preferably,
the system requires a user to verify that he/she is not a computer by periodically prompting input
of randomly assigned characters displayed onscreen for verification.

[0069] Upon completion of a reverse on-line auction, non-participant users logged into the system
may be given a notification (e.g., by text, e-mail, or popup onscreen) that one or more other reverse
auctions in which they did not participate have ended, and that a portion of one or more price-
protection fees are “up for grabs™ on a first come, first serve basis. Indicators may be displayed to
users as symbols on-screen to convey this information. The non-participant users may be given a
fixed period of time to collect their portion of the price-protection fee by simply clicking on the
particular reverse auction and an on-sereen collection button, or by any other means of notification
to the system. Non-participant users with the highest ranking who are logged into the system may
be given first priority to collect any available portion of the price-protection fee allocated by the
specific predetermined rules of the particular auction, which may indicate, for example, that the
first number of non-participant users to select payment within a certain time period will receive it.
Upon expiration of the time period, any remaining portion which was available to non-participant
high ranking users may then be then made available to lower ranking non-participant users, or
simply “returned” to the particular reverse auction and allocated in accordance with additional
predetermined allocation rules for the participants therein (e.g., the buyer, bidder(s), system
administrator, etc.), or to all Category 2 bidders (for the particular reverse auction or generally).
[0070] A portion of the price-protection fee in a particular auction may be allocated to new
registered users of the system, or only to new registered users who participate or have participated
in a reverse auction as a Category 2 bidder. Category 2 bidders of the particular auction may be
given priority to receive their individual portion of the price-protection fee, but not a guarantee
unless they notify the system within a specific time frame they wish to collect. Alternatively, the
beneficiary of all or at least a portion of the price-protection fee for a particular reverse auction
may be a charity or other third-party. If such third-party charity is a beneficiary, then such

payments by bidders may be tax deductible depending on applicable national and local tax laws.
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[0071] In certain embodiments, the price-protection fee may be fixed regardless of the amount of
the winning Category 2 bidder’s bid, and/or regardless of each Category 2 bidder’s bid amount (in
particular pay to play reverse auctions where each Category 2 bidder is required to pay a price-
protection fee). Each Category 2 bidder may simply be required to pay, for example, $5, $10, $20,
or $50 regardless of their bid amounts. The fixed amount of the price protection fee may be set by
the buyer or the system, and may or may not be correlated with the buyer’s, the system’s or the
bidders’ perceived market value of the auction subject. In other embodiments, the price-protection
fee may be a combination of a fixed amount and a percentage of the Category 2 bidder’s bid (e.g.,
the fixed amount may be added or subtracted from the amount of the fee determined from the
percentage of the bid). For example, the price protection fee may be ($10)+[10%*(Amount of
Winning Bid)] or [10%*(Amount of Winning Bid)] - $10. If this amount calculates to less then
zero, then the price protection fee can simply be set to zero. The system may individualize and
modify the fixed amount of the price protection fee set by a particular reverse auction based on the
bidder’s ranking as discussed herein, prior price protection fee payments, etc.

[0072] If the price protection fee paid by the winning Category 2 bidder or by a plurality of
Category 2 bidders is less than a predetermined threshold, then the system and/or the buyer can
allocate additional funds to Category 2 and/or Category 1 bidders to attract more bidders to the
system and/or retain existing users. The source of such additional funds may be, for example,
system registration fees of all users, buyer fees for listing an auction subject, out of pocket
expenses, etc. A buyer who is a user of the system, or a third-party who wants to utilize the system
to conduct a reverse auction, may conduct a promotion in order to attract additional bidders to bid
on an auction subject through the reverse auction processes described herein. The buyer or third-
party may allocate funds for distribution during or at the end of the reverse auction (¢.g., in addition
to the price protection fee, if any), and the allocation of funds may or may not be based on the
price protection fee rules, depending on pre-set system configurations and the predetermined
rule(s) of the particular reverse auction. The third-party may be, for example, an administrator or
representative of the system, or an advertiser or advertising company that wants to utilize reverse
auctions through the system for providing goods and/or services.

[0073] 1t will be appreciated that the embodiments disclosed herein are aimed at enabling system
customization and encouraging and increasing user participation, and that pre-set gystem

configurations combined with the one or more predetermined rules of particular reverse sealed bid
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online auctions will dictate allocation of the price-protection fees, regardless of whether the
allocations are fair or unfair. Additionally, pay-to-play auctions which require all Category 2
bidders to pay a price-protection fee are further incentivized by such embodiments because even
if participating bidders do not win the auction (and thus lose their price-protection fees), the price-
protection fees they pay can increase their aggregate rankings, and thus their priority for collecting
portions of price-protection fees in other auctions they do not participate in, and the percentages
to which they may be entitled.

[0074] The net amount paid by the buyer to the winning bidder for the auction subject may be
different from the net amount the winning bidder ultimately receives by using the reverse auction
because the winning bidder pays the price-protection fee in full, and the buyer may receive some,
none, or all of this price-protection fee. By way of example, if the recalculated amount of a
winning Category 2 bidder is $10, and this recalculated amount includes a $2 price-protection fee,
then if the $2 goes to the remaining bidders, the buyer pays $10 to the winning bidder for the
auction subject (the recalculated amount), and the buyver receives no portion of the $2. The buyer
thus pays a net of $10 for the auction subject. The winning bidder however only receives a net
amount of $8 (i.e., the $10 from the buyer minus the $2 price-protection fee paid to one or more
other bidders). If the buyer receives 50% of the price-protection fee, then the buyer pays $10 for
the auction subject (the recalculated amount) and receives $1 of the price-protection fee. In this
scenario, the buyer pays a net $9, while the seller still nets $8. If the buyer receives 100% of the
price-protection fee, then the buyer pays $10 for the auction subject (the recalculated amount) and
receives $2 of the price-protection fee. Here, the buyer pays a net $8 and seller still nets $8. The
above transactions of payment can be one transaction or separate transactions.

[0075] The allocation of the price-protection fee may be based on whether or not the resulting net
amount the buyer pays is less than or equal to the reserve price. If the recalculated amount is more
than the reserve price, the buyer may be entitled to receive as a kickback a percentage of the price-
protection fee that enables him/her to pay a net amount equal to not more than the reserve price.
The buyer does not pay a net amount greater than the reserve price, and the winning bidder still
receives the recalculated amount from the buyer. The price-protection fee may also be allocated in
accordance with a dynamic formula that dynamically changes a price of the recalculated winning

bid amount over time to be equal to or less than the reserve price set by the buyer.

22



WO 2018/067360 PCT/US2017/053772

[0076] The Predetermined Percentage (i.e., the percentage applied to the difference between the
amount of the winning bid and an amount of the next-lowest bid hereafter “the Predetermined
Percentage™) and the Price-Protection Fee Percentage (i.e., the percentage applied to the winning
bid amount) used during a calculation of the Final Recalculated Price for Category 2 bidders can
cach be predetermined and preset in the system by the buyer prior to the start of the reverse auction,
and for any amounts the buyer chooses. Alternatively, the auction house, the system, or a third-
party may establish these percentages by default. Either way, all reverse auction rules are
preferably laid out at the beginning of the reverse auction (e.g., at least before the first bid is
submitted).

[0077] The Predetermined Percentage and the Price-Protection Fee Percentage may be correlated.
Exemplary correlations between the Price-Protection Fee Percentage and the Predetermined
Percentage can include either direct or indirect relationships, linear or non-linear relationships, and
the like. In preferred embodiments, an increase in the price-protection fee percentage is associated
with an increase in the predetermined percentage. The more a bidder is willing to pay in the price-
protection fee should he/she win, the more he/she may want in potential upward adjustment (e.g.,
a greater percentage of the difference between his/her bid and the next lowest bid). In other
embodiments, the percentages may be inversely correlated (e.g., the predetermined percentage
may decrease as the price-protection fee increases).

[0078] For example, the Predetermined Percentage may be correlated to be ten times the value of
the Price-Protection Fee Percentage value, such that a Price-Protection Fee of 0.5% would
correlate to a Predetermined Percentage of 5%, a Price-Protection Fee of 3% would correlate to a
Predetermined Percentage of 30%, a Price-Protection Fee of 9% would correlate to a
Predetermined Percentage of 90%, etc. In such embodiments, the system may enable a bidder-
seller to choose a particular Predetermined Percentage. Once the Predetermined Percentage is
chosen, the system automatically assigns the appropriate correlated Price-Protection Fee
Percentage, which may be one-tenth (or some other correlation factor, ¢.g., one-fourth, one-fifth,
etc.) of the Predetermined Percentage chosen by the bidder. Conversely, if the bidder-seller
chooses a particular Price-Protection Fee Percentage, then the system automatically assigns a
Predetermined Percentage, which may be ten times (or some other correlation factor, e.g., four
times, five times, etc.) the Price-Protection Fee Percentage chosen by the bidder. In preferred

embodiments, a higher price-protection fee percentage will correspond to a higher predetermined
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percentage, but it will be appreciated that the inverse relationship may be used as well or there
may be no correlation between the two.

[0079] In yet another alternative embodiment, the Predetermined Percentage, which may range,
for example, from 3% to 50%, may be set to increase by 5% for each incremental increase in the
Price-Protection Fee Percentage, which ranges from 1% to 13.5%. In particular, the initial values
of 1%, 2.5%, and 3% of the Price-Protection Fee Percentage correspond to 5%, 10%, and 15%
respectively, of the Predetermined Percentage. Above 3%, each incremental increase of 1.5% in
the Price-Protection Fee Percentage corresponds to an increase in the Predetermined Percentage
up to values of 13.5% and 50% respectively. It will be appreciated that other correlations and/or
pre-set correlated values may be utilized in accordance with the invention.

[0080] In still other embodiments, the preset rules may define the Predetermined Percentage to
which the winning bidder is entitled as a function of the difference between the value of the
winning bid and the value of the next lowest bid. By way of example, if the winning bid is $10
and the next lowest bid is $110, then the Predetermined Percentage may then be set to 10% (i.e.,
because there is a high bid spread, then there will be a low percentage), for a net adjustment of
[10%*($110-8$10)]=$10. If the winning bid is $10 and the next lowest bid is $60, then the
predetermined percentage may then be set to 20% (i.e., instead of 10%), for a net adjustment of
[20%*($60-$10)]=810. Thus, the predetermined percentage may increase (or decrease) linearly
in proportion to or be correlated in some other way with the spread (or difference) between the
winning bid and the next lowest bid. In this manner, large bid spreads will not force a buyer to pay
an exorbitantly inflated price for the auction subject. These rules may be preset by the buyer in
advance of the auction or may be set by the system as default settings.

[0081] Preferably, a sealed bid reverse online auction utilizing correlated Predetermined
Percentage and Price-Protection Fee Percentage values discloses the applicable percentages to all
bidders before bidding takes place. It will be appreciated that utilizing such correlated percentages
may encourage participation by more bidders in a sealed bid reverse online auction, provide
incentives for bidders to submit lower bids, and allow for greater potential reward to the bidder in
exchange for an obligation to pay back a percentage of the winning bid.

[0082] The exemplary systems and methods disclosed can be further understood with reference to
Examples 1-8 illustrated below. It will be appreciated that the Category 2 Price-Protection Formula

encourages bidders in areverse auction to ofter lower bids because they can win the reverse auction
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and potentially be entitled to a higher final price for providing the auction subject than their actual
final bid amount. Unless established by predetermined rules or the buyer directs otherwise, the
Winning Bid can automatically default to the lowest bid in the reverse auction. However, as
discussed above, the system can alternatively be configured to allow the buyer (or preset by
default) to choose or designate which bid based on a set of predetermined rules to be the Winning
Bid, and to adjust the percentages used in the formulas accordingly.
[0083] As further discussed below with respect to Examples 1-8, purchasing a price-protection
policy will not always raise the winning bid amount the bidder is entitled to from the buyer. For
example, if there is a large difference between the winning bid amount and the next-lowest bid
amount, then a bidding Category 2 bidder buying the policy will likely have his/her bid amount
substantially increased. However, if there is a small or nominal difference between the winning
bid amount and the next-lowest bid amount, then a Category 2 bidder buying the policy may end
up being entitled to less money for the auctioned subject because the recalculated price the winning
bidder will be entitled to may be lower than the originally submitted amount of the winning
Category 2 bid. This potential loss associated with the price-protection policy will help prevent
bidders from abusing the system and optimizing the buyer benefit. If there were not any potential
loss involved after subtracting the price-protection fee, then every bidder would buy a price-
protection policy to increase the amount to which they are entitled from the buyer beyond the
winning bid amount, which is not in the best interest of the buyer. To illustrate how a Category 2
buyer’s price-protection plan works according to the invention, examples are provided below in
which a buyer submits a reverse auction request for a good/service. The following price-protection
formula is used after the close of the reverse auction to compute the final Recalculated Price the
buyer has to pay for the good/service auctioned when a Category 2 bidder wins, and may be
represented by the following equation:

Re=Bwt[Prcr*(Brxa—Bw) |—[Per*(Bw)] Equation 1
where Rp is the Recalculated Price amount; Bw is the Winning Bid amount; Ppct i1s the
Predetermined Percentage; BNL is the Next Lowest Bid amount relative to the Winning Bid
amount; and Ppp is the Price-Protection Fee Percentage.

Example 1

[0084] Example 1 shows a reverse auction conducted with three (3) bidders submitting respective

bids of $10, $100 and $101, where the buyer chose, prior to submission of any bids or at the
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beginning of the auction, to have the Lowest Bid be the Winning Bid. The buyer also chose the
Predetermined Percentage (Prct) for the auction to be 20%, and chose the Price-Protection Fee
Percentage (Pep) to be 10%. At the close of the auction (e.g., the expiration of a time period
predetermined by the buyer for the auction), if the winning bid/bidder is a Category 2 bid/bidder,
then the Recalculated Price, Rp, as determined using Equation 1, with a Winning Bid of $10, Next
Lowest Bid of $100, Predetermined Percentage of 20%, and Price-Protection Fee Percentage of
10%, is calculated as follows: Rp=$10-+[20%*($100-$10)]-[10%*($10)]=$10+$18-$1=827. The
Recalculated Price here is $27, so even though the winning bid was only $10, the buyer must pay
the winning bidder $27 for the goods and/or services instead of the $10 actually bid. Had the
winning bidder not selected to be a Category 2 bidder, then he would have only received the $10

actual bid amount for the auctions good/service.

Example 2

[0085] Example 2 shows a reverse auction conducted with three (3) bidders submitting respective
bids of $30, $50, and $75, where the buyer chose, prior to submission of any bids, to have the
Lowest Bid be the Winning Bid. The buyer also chose the Predetermined Percentage to be 15%,
and the Price-Protection Fee Percentage to be 10%. Therefore, upon closing of the auction, if the
winning bid/bidder is a Category 2 bid/bidder, then the Recalculated Price, Re, as determined using
Equation 1, with a Winning Bid of $30, Next Lowest Bid of $50, Predetermined Percentage of
15%, and Price-Protection Fee Percentage of 10%, is calculated as follows: Rp=$30+[15%*($50-
$30)]-[10%*($30)]=$30+$3-$3=$30. The Recalculated Price here is $30, which is the same as the
actual bid submitted, thereby demonstrating that it is possible for the Winning Bidder, as a
Category 2 bidder, to receive a final Recalculated Price identical to the actual submitted bid.
Example 3

[0086] Example 3 shows a reverse auction conducted with three (3) bidders submitting respective
bids of $30, $50, and $75, where the buyer chose, prior to submission of any bids, to have the
Lowest Bid be the Winning Bid. The buyer in this example chose the Predetermined Percentage
and the Price-Protection Fee Percentage to be 10%. Therefore, upon closing of the auction, if the
winning bid/bidder is a Category 2 bid/bidder, then the Recalculated Price, Ry, as determined using
Equation 1, with a Winning Bid of $30, Next Lowest Bid of $50, Predetermined Percentage of
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10%, and Price-Protection Fee Percentage of 10%, is calculated as follows: Rp=$30+[10%*($50-
$30)]-[10%*($30)]=330+$2-$3=%$29. The Recalculated Price here is $29, which is less than the
$30 actual bid. In this instance, the Winning Bidder would actually receive $1 less than the actual
bid submitted. Therefore, it will be appreciated that there is a level of risk in choosing to be a

Category 2 bidder.

Example 4

[0087] Example 4 shows a reverse auction conducted with three (3) bidders submitting respective
bids of $5, $10, and $100. In this auction, the buyer chose, prior to submission of any bids, to
have the Second Lowest Bid be the Winning Bid. The buyer here chose a Predetermined
Percentage (Prct) of 20% and Price-Protection Fee Percentage (Ppp) of 10%. At the close of the
auction, if the winning bid/bidder is a Category 2 bid/bidder, then the Recalculated Price, Rp, as
determined using Equation 1, with a Second Lowest or Winning Bid of $10, Next Lowest Bid of
$100, Predetermined Percentage of 20%, and Price-Protection Fee Percentage of 10%, is
calculated as follows: Rp=$10+[20%*($100-$10)]-[10%*($10)]=$10+518-51=%27. The
Recalculated Price here is $27, so even though the winning bid was only $10, the buyer must pay
the winning bidder $27 for the goods and/or services instead of the $10 actually bid.
Example 5

[0088] Example 5 shows a reverse auction where an open maximum reserve price is set by the
buyer. In this example, the reverse auction is conducted with three (3) bidders submitting
respective bids of $10, $100, and $101. Prior to bidding, the buyer chose to disclose an open
maximum reserve price of $125, and chose the Lowest Bid to be the Winning Bid. The buyer also
set the Predetermined Percentage as 10%, and the Price-Protection Fee Percentage as 10%. Since
the maximum reserve price is open to all bidders, the bids received for the auction subject will be
under the reserve price. Any bidding price or amount above the open reserve price will be deemed
invalid and will be rejected. At the close of this auction, if the winning bid/bidder is a Category 2
bid/bidder, then the Recalculated Price, Re, as determined using Equation 1, with a Winning Bid
of $10, Next Lowest Bid of $100, Predetermined Percentage of 10%, and Price-Protection Fee
Percentage of 10%, is calculated as follows: Re=$10+[10%*($100-$10)]-[10%*($10)]=$10+59-
$1=%18. The Recalculated Price here is $18, which the buyer is obligated to pay. It will be
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appreciated that an auction having an open reserve price may decrease the likelihood of the auction
failing for lack of a valid bid.

Example 6
[0089] Example 6 shows a reverse auction where a hidden (i.e., closed or not visible) maximum
reserve price is set by the buyer. In this example, the reverse auction is conducted with three (3)
bidders submitting respective bids of $10, $100, and $101. Prior to bidding, the buyer chose to set
a hidden maximum reserve price of $15 (which is unknown to all bidders), and chose the Lowest
Bid to be the Winning Bid. The buyer also set the Predetermined Percentage as 10%, and the Price-
Protection Fee Percentage as 10%. In this example, only the $10 bid falls under the $15 reserve
price, and the $100 and $101 bids may be deemed as failed bids by the system for exceeding the
815 reserve price. As the Lowest Bid, the $10 bid is deemed the Winning Bid, and in one
embodiment the reserve price of $15 may be deemed the Next Lowest Bid for purposes of
calculating the Recalculated Price, Re. Upon the close of the auction, the Recalculated Price, Rp is
calculated here, with a Winning Bid of $10, Next Lowest Bid being the $15 reserve price,
Predetermined Percentage of 10%, and Price-Protection Fee Percentage of 10%, as follows:
Rp=$10+[10%*($15-$10)]-[10%*($10)]=$10+$0.50-$1=89.50. The buyer is obligated to pay a
Recalculated Price in the amount of $9.50 to the winning bidder for the goods and/or services.
[0090] Alternatively, a bid received which is above the maximum reserve price, but is the next
lowest received bid relative to the winning bid, may be used for the recalculation. In this scenario,
the Recalculated Price, Rp is calculated, with a Winning Bid of $10, Next Lowest Bid of $100,
Predetermined Percentage of 10%, and Price-Protection Fee Percentage of 10%, as follows:
Re=$10+[10%*($100-$10)]-[10%*($10)|=$10+$9-$1=$18. In this scenario, the Recalculated
Price, Ry, is $18, which is above the reserve price of $135. The system may be configured to (i)
declare a failed auction and restart the auction, (i1) offer the Buyer the opportunity to pay the
Winning Bidder $18 for the auction subject even though it is above the reserve price of $15, and/or
(ii1) request or demand the Winning Bidder provide the auction subject for the reserve price of $15
even though it is below the recalculated price of $18.

Example 7
[0091] Example 7 shows a reverse auction conducted with three (3) bidders submitting respective
bids of $100 (Category 1), $100 (Category 2), and $130 (Category 2). In this auction, the buyer
chose, prior to submission of any bids, to have the Lowest Bid be the Winning Bid, and decided
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that the Predetermined Percentage and Price-Protection Percentage would be 10%. In a preferred
embodiment, the recalculated price can be determined for the Category 2 bidder to break the tie
and decide which bidder wins the auction. The Recalculated Price, Re, as determined using
Equation 1, with a Winning Bid of $100, Next Lowest Bid of $150, Predetermined Percentage of
10%, and Price-Protection Fee Percentage of 10%, is calculated as follows:
Re=3$100+[10%*($150-$100)]-[10%*($100)]=$100+$5-$10=395. The Recalculated Price here is
$95, which is less than the $100 actual bid, and therefore the Winning Bidder would be the
Category 2 $100 bidder, since the Recalculated Price of $95 is now the lowest amount and the
Category 1 bidder who bid $100 would lose. If the Recalculated Price was above $100, then the
Category 1 $100 bidder would have won, and been entitled to $100 for the auction subject. In other
embodiments, all bidders who are tied for the lowest bid may be asked to resubmit bids, regardless
of the category to which they belong, and the Lowest Bid among the resubmitted bids can then be
selected as the Winning Bid. Altematively, the system can determine the Winning Bid to be the
first submitted bid from the group of equal bids.

Example 8
[0092] Example 8 shows a reverse auction conducted with three (3) Category 2 bidders submitting

respective bids of $100, $100, and $150. In this auction, the buyer chose, prior to submission of
any bids, to have the Lowest Bid be the Winning Bid, and decided that the Predetermined
Percentage and Price-Protection Fee Percentage would be correlated and could be selected
individually by each Category 2 bidders individually prior to submitting their respective bids. The
first Category 2 Bidder who submitted a $100 bid, B21, selected a 5% Price-Protection fee,
correlating to a 20% Predetermined Percentage in accordance with predetermined rules set by the
buyer. The second Category 2 Bidder who submitted a $100 bid, B22, selected a 10% Price-
Protection Fee, correlating to a 40% Predetermined Percentage in accordance with the
predetermined rules. Since there are two lowest bids that are Category 2 bids, according to a
preferred embodiment, a Recalculated Price can be determined for each of the lowest Category 2
bid to decide which is the Winning Bid. The Recalculated Price, Rp 4, for the first bid, B2 1, as
determined using Equation 1, with a Winning Bid of $100, Next Lowest Bid of $150,
Predetermined Percentage of 20%, and Price-Protection Fee Percentage of 5%, is calculated as

follows: Rp.=$100+[20%*($150-$100)]-[5%*($100)]=$100+$10-$5=5105. The Recalculated
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Price for Bz.1 here is $105. The Recalculated Price Rp.2, for the second bid, Bz2, as determined
using Equation 1, with Winning Bid of $100, Next Lowest Bid of $150, Predetermined Percentage
of 40%, and Price-Protection Fee Percentage of 10%, is calculated as follows: Rp
»=5100+[40%*($150-$100)]-[10%*($100)]=$100+$20-$10=5110. The Recalculated Price for Ba-
2 here is $110. In this example, the Winning Bidder would be the first Category 2 bidder, Bz,
who bid $100, who would be entitled to $105 for the auction subject.

[0093] It will be appreciated that, in the foregoing examples, although numbers or percentages
may vary, the principles disclosed herein are within the scope of the present invention. A Category
2 bidder is the winning bidder, and the percentages for both the Predetermined Percentage and the
Price-Protection Fee Percentage are preset by the buyer. However, in other embodiments, a bidder
may be able to select his’her own percentages, or the system may be configured to automatically
preset one or both of these percentages. In still other embodiments, the Predetermined Percentage
and Price-Protection Fee Percentage may be correlated in accordance with predetermined rules
such that setting one automatically sets the other as illustrated above.

[0094] For example, if a buyer sets up a sealed bid reverse online auction seeking a good/service,
the buyer, bidder, the system or a third-party may set the Predetermined Percentage (Prpcr) to 62%,
and the Price-Protection Fee Percentage (Ppr) to 8%. Conversely, if the buyer wants to use
corresponding percentages, then the Predetermined Percentage can follow a pattern or one or more
predetermined correlations relative to the Price-Protection Fee Percentage, or vice versa (i.e., such
that the Ppr increases as the Pper increases, or the Ppy increases as the Pper decreases, or the Ppg
decreases as the Prpcr increases, or the Per decreases as the Pper decreases). Similarly, the Pecr can
follow a pattern or correlations relative to the difference (D) between the winning bid and the next
lowest bid (i.e., such that the Ppcr decreases as the D increases, or the Peer decreases as the D
decreases, or the Ppcr increases as the I decreases, or the Ppcr increases as the D increases). If the
buyer decides to use corresponding percentages, then the buyer, bidder, or the system may set a
fixed number for the Price-Protection Fee Percentage which directly corresponds (e.g., by a factor
of 10) to the Predetermined Percentage. For example, if the buyer sets the Price-Protection Fee
Percentage to 1%, then the Predetermined Percentage may automatically be set to 10%. Similarly,
if the buyer sets the Price-Protection Percentage Fee to 2%, then the Predetermined Percentage
may automatically be set to 20%, and so forth. In embodiments with such correlated percentages,

the Predetermined Percentage may be correlated to increase as a function of the increase of the
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Price-Protection Fee Percentage. In this manner, as the bidder-seller agrees to pay out a higher
percentage of his/her bid should he/she win, he/she can increase the potential return by getting a
higher percentage of the difference between the Winning Bid and the Next Lowest Bid.
[0095] In an alternative embodiment, a Category 2 buyer’s price-protection plan works in a
manner such that the price-protection fee is a separate transaction from the recalculation according
to the price-protection formula. That is, after the close of the reverse auction an alternative formula
may be used to calculate the final Recalculated Price the buyer has to pay for the good/service
auctioned when a Category 2 bidder wins the reverse auction. This alternative formula does not
factor in the price-protection fee paid by the winning bidder or other bidders, and states as follows:
(Recalculated Price)=|[Winning Bid]+[Predetermined Percentage*(Next Lowest Bid—Winning
Bid)], which may be represented by the following equation:

Re>=[Bw]+[Prcr*(Ba—Bw)| Equation 2
where Rp; is the alternative Recalculated Price; amount; Bw is the Winning Bid amount; Ppcr is
the Predetermined Percentage; and By, is the Next Lowest Bid amount relative to the Winning Bid
amount.
[0096] Turning next to FIG. 64, illustrated is a flowchart depicting a bidding process from the
buyer’s side in accordance with an exemplary embodiment of the invention. As shown, buyers
may register an account with the system (Step 600). Before setting up the details of the reverse
auction, the buyer will be subject to account verification (Step 602), which may include
background check, credit history check, review of auction history, reference check, double
confirmation that he/she can and will make proper payment upon receipt of the goods/services
desired, etc. After verification by the system is complete, the buyer may post a reverse auction
request (Step 604). When beginning the process of setting up a reverse auction, the buyer may be
prompted to input a description/introduction of the auction subject with a written description,
photos, videos, etc., explaining the (good(s) and/or service(s) sought), the desired time frame for
the reverse auction (e.g., from start to end), whether there are any pre-approved bidders, etc. (Step
606). This description/introduction may include any requirements, preferences, and/or conditions
precedent to service the buyer has regarding the auction subject, such as, for example, the time
frame needed for delivery and/or completion of the good(s) and/or service(s), the total number of
products or services requested, the quality needed (e.g., specifying any applicable standards or

reference materials in a particular industry pertaining to quality, referring to exemplary
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photographs, dimensions, etc). The buyer may also indicate any requirements of the bidders
themselves and who is qualified to bid. Such requirements may include, for example, fluency in a
particular language, prior experience level, equipment requirements, licenses, skill level,
citizenship, geographic location, etc. The system may be configured to enable questions and
answers between a buyer and bidders before the reverse auction starts, and may make such
questions and answers public to all auction participants via the computing devices. The buyer
should provide any auction subject details needed to clarify or avoid confusion as to the
requirements of the auction subject. The system can allow the buyer to preset the timeframe for
the reverse auction and track the reverse auction until the end or close thereof.

[0097] The buyer can then establish predetermined rules for the auction, such as, for example, the
price-protection fee, the predetermined percentage, setting a reserve price, deciding who will
receive the price-protection fee, etc. (Step 608). The buyer can also specify whether the reverse
auction will involve a good/service that will involve one or more transfers of ownership (Step
610). If the reverse auction will involve a transfer of ownership (Yes, Step 610), then the buyer
intends to buy rather than share possession rights of the auctioned subject (Step 612). If the reverse
auction does not involve a transfer of ownership (No, Step 610), then the buyer intends to share
possession rights for the auctioned subject for a specified period of time (Step 614).

[0098] As shown in FIG. 6B, once the buyer decides whether the auction subject will involve a
transfer of ownership (Steps 610, 612, 614), the buyer may be prompted to set up a reserve price
(Step 616). The reserve price is preferably the maximum amount that the buyer is willing to pay
for the auction subject. In one embodiment, the reserve price is preset by the buyer and is not
disclosed to any potential or actual bidders. In other embodiments, the reserve price may be
disclosed to bidders before, during, or after the end of the reverse auction. The reserve price is set
by the buyer at his/her discretion. In preferred embodiments, if the final amount of the winning
bid.

[0099] The reserve price is preferably a maximum price, hidden (or closed) from bidders,
representing the most a buyer is willing to pay for an auctioned good/service (i.e., an auction
subject). In a reserve price reverse auction, the buyer is only obligated to buy the good/service if
the winning bid amount is at or below the reserve price. It will be appreciated that a downside of
a hidden reserve price is that a failed reverse auction may occur more frequently because the

bidder-sellers may bid too high relative to the reserve price. Setting a hidden reserve price is
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preferably at the buyer’s discretion, but may be automatically preset by the system by, for example,
determining automatically a fair market value for the good/service being sought. In these
embodiments, the bidders are not aware of the maximum amount a buyer is willing to pay for the
auction subject. Such embodiments can offer a bottom up bidding approach in that they encourage
bidders to bid up from a start auction price irrespective of the hidden reserve price meaning that
the bidding amount can be higher or lower than the reserve price. In alternative embodiments, the
reserve price may be conditionally hidden at the buyer’s discretion. A conditional hidden reserve
price auction as contemplated herein is one in which the system allows the buyer to optionally
terminate the reverse auction early as soon as at least one bid is at or below the reserve price. The
system can alternatively allow the bids to be accepted by a buyer even if the they are not equal to
or below the conditional hidden reserve price set by the buyer.

[0100] Alternatively, a buyer may choose to use an open reserve price, which is a reserve price
that is visible to the bidders during the reverse auction. In these embodiments, the bidders are
aware of the maximum amount a buyer is willing to pay for the auction subject and offers a top
down bidding approach in that it requires the bidders to bid down from the known reserve price,
or to not participate in the auction at all. Such an open reserve auction may benefit savvy bidders
in situations where a less savvy buyer sets a reserve price much higher than a market value for a
particular good/service. Therefore, it will be appreciated that having an open versus hidden reserve
auction has both pros and cons to the buyer and bidders. While having an open reserve auction
will likely ensure that an auction does not fail even if there is only one bidder, it leaves open the
possibility for savvy bidders to take advantage of less savvy buyers. For the bidders, an open
reserve auction it enables them to offer bids that they know will be at an amount that the buyer
may accept. It is also contemplated that the system may allow the bids to be accepted even if the
they are above the hidden reserve price set by the buyer.

[0101] In preferred embodiments, the reserve price is not used for recalculation, even if only a
single bid is received below it. For example, if the winning bid is below the reserve price and the
next lowest bid is above the reserve price, then the recalculation is preferably still based on the
winning bid and the next lowest bid. However, the reserve price may be used as the next lowest
bid for recalculation purposes if the winning bid is below it and no other bids are received which

are greater than the winning bid.
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[0102] The buyer may also be prompted to input a start price for the auction. The start price is a
pre-set amount which serves as a means for getting the reverse auction bidding started. It is open
to (or visible by) the bidder-sellers, and may represent a maximum amount the buyer is willing to
pay for the auctioned subject. A nominal price may be used as the start price to begin the bidding
at an auction. As the buyer desires a low price, the start price might not have any relationship at
all to the buyer’s actual perceived value of the auction subject, and the winning bid may be above,
below, or equal to the start price.

[0103] If the buyer chooses not to set up a reserve price (No, Step 616), then he/she may be
prompted to set up the time frame for the reverse auction, including the start time and the end time
and any other parameters for the auction (Step 618). The system can record a timestamp for the
reverse auction listing with the unique index number to identify different listings. Once the time
frame begins, the system then accepts bids (Step 658) until the timeframe ends and the reverse
auction closes (Step 660). The system then records timestamps for bids received during the auction
time frame (Step 629). Once the reverse auction closes, the system processes all of the accepted
bids, the auction ends (Step 660), and the system determines the winning bid (Step 662).

[0104] If the buyer does set up a reserve price (Yes, Step 616), then the buyer may be prompted
to input a reserve price that is stored in the database (Step 620), which, in preferred embodiments,
the reserve amount is not disclosed to bidders even though the bidders are made aware of the
existence of a hidden reserve price at the beginning of the auction in order to avoid any confusion
(Step 622). The system then begins the reverse auction with a set time frame and records a time
stamp for the auction beginning (Step 623), starts accepting bids from bidders (Step 628), and
records timestamps for bids received during the auction time frame (Step 629). Before the reverse
auction request is officially listed in the online auction platform, the system can issue an index
number for each listed reverse auction request or auctioned subject, and can issue or record a
timestamp corresponding to the start time of the reverse auction. If at the close of the auction the
reserve price is exceeded by all of the bids, then the reverse auction is subject to potential
termination depending on terms preset by the buyer. The system continues to accept bids from
bidders until the reverse auction closes or ends (Step 660). Once the reverse auction closes, the
system processes all of the bids received to select or determine the winning bid (Step 662), and

checks to see if the winning bids exceed the reserve price.
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[0105] As shown in FIG. 6C, once bids have been accepted by the system and the auction closes
or ends (Step 660, FIG. 6B), the system selects or determines the winning bid (Step 662). The
winning bid selected will preferably be the lowest bid received, but can be preset by the buyer in
advance of the auction in the form of a ranking (e.g., the winning bid may be set as the second
lowest bid, or the third lowest bid, and so on). The system, buyer, or a third-party may establish,
before a start of the auction and based on a set of predetermined rules, a ranking corresponding to
which bid of the sealed bids will be selected as the winning bid (i.e., the winning bid will
correspond to the lowest bid, the second lowest bid, the third lowest bid, the fourth lowest bid, the
fifth lowest bid, or any other designated ranking). For example, the buyer may want a bid other
than the lowest bid to win, and can indicate this in the auction request he/she submits to the system.
As discussed above, the winning bid is subject to change depending on whether it is a Category 1
bid or a Category 2 bid. Therefore, the system determines whether the winning bid is a Category
1 or Category 2 bid (Step 664). If the winning bid is a Category 1 bid (Step 666), then the bidder-
seller is entitled to provide the auction subject to the buyer for the winning bid amount (Step 668)
and the reverse auction is completed (Step 684). In other embodiments, the ranking corresponding
to which bid of the one or more sealed bids selected as the winning bid can be established by the
system by default.

[0106] If the winning bidder is determined to be a Category 2 bidder (Step 664, 670), then the
system computes the final recalculated price using the price-protection formula (Step 672). The
price-protection formula calculation (Step 674) is performed by subtracting the price-protection
fee (Step 676) from the sum of (i) the lowest bid amount (the Winning Bid) (Step 678) and (ii) a
predetermined percentage of the difference between the winning bid amount and the next-lowest
bid amount (Step 680). The price-protection fee in a preferred embodiment is a percentage of the
winning bid amount. In this manner, the winning Category 2 bidder-seller will be entitled to
provide the auction subject for an amount equal to the sum of his/her lowest winning bid and a
percentage of the difference between his/her lowest winning bid and the next lowest bid, less a
percentage of his/her lowest winning bid (Step 682).

[0107] Once the reverse auction is complete (Step 684), the winning Category 2 bidder provides
the auction subject for the final recalculated amount plus applicable additional costs, if any (Step

686). The buyer then pays for the auctioned subject (Step 688), which can be done before or after
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the bidder-seller provides the auction subject. Optionally, both parties can then rate one another
(Step 690) and the overall transaction ends.

[0108] In a reverse auction, it is possible for there to be more than one identical winning bids at
the close of the reverse auction. Referring to FIG. 7, shown is a flowchart depicting a process of
determining the final winning bidder when there are more than one identical lowest winning bids
from more than one bidder in the same or different categories. As shown, in a preferred
embodiment, after the reverse auction closes, the system identifies the lowest bid amount (Step
700), and determines whether there are more than one identical bids at this lowest bid amount
(Step 702). If there are no identical lowest bid amounts (No, Step 702), then the system chooses
the lowest bid as the winning bid (Step 704). However, if the buyer desires a different ranking to
be the winning bid in advance of the reverse auction (e.g., second lowest, third lowest, etc.), then
he/she can input this setting in advance of the reverse auction, and the system can select the
appropriate winning bid.

[0109] If there are two or more identical bids for the winning bid amount (Yes, Step 702), then
the system can determine whether at least one of the two or more identical bids for the winning
bid amount is a Category 2 bid (Step 706). If, for example, two or more identical bids for the
lowest bid amount are from bidders of same category (Yes, Step 706) or remain the same bid
amount after recalculation, then the system can prompt the bidders to re-submit the bids (Step 708)
within a predetermined timeframe. If the bidders re-submit bids (Yes, Step 708), then the lowest
re-submitted bid wins the reverse auction (Step 710). If the bidders re-submit identical bids again,
the process can repeat itself until it determines a lowest re-submitted bid. Alternatively, the system
may determine a maximum number of re-submissions allowed before canceling the auction or
determining the first bidder to have submitted the initial bid to be the winning bid.

[0110] If the bidders choose not to re-submit the bids (No, Step 708) within the predetermined
timeframe, then the bidder who was first to submit the original bid in the previous round first wins
(Step 712). If the bids for identical amounts are in different categories (No, Step 706), then the
system can calculate a final recalculated price (Step 716) for the Category 2 bid(s). In this
embodiment, the bidder whose bid is the lowest following all final recalculations wins the reverse
auction (Step 718). In an alternative embodiment, a comparison between a final recalculated price
of a potential winning Category 2 bid and a lowest one of the Category 1 bids may be made to

determine a final winning bid. Once the winning bid, and by extension, the winning bidder, are
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selected, the winning bidder can provide the auction subject to the buyer, and the buyer is obligated
to pay the winning bidder the final amount of the winning bid (Step 720). The Category 1 bids do
not undergo recalculation.

[0111] It will also be appreciated that certain sealed bid reverse online auctions may not
sufficiently attract enough bidders to participate even if incentives are provided. Occasionally,
only one bidder may bid in such a reverse auction. In these scenarios, even if the single bidder
classified himself/herself as a Category 2 bidder, he/she may be considered a Category 1 bidder
by the system. That is, if there is a sole bidder, then there is nothing to protect because the bidder
is not competing against any other bidders, and will win the reverse auction so long as the bid is
at or below any maximum reserve price. Altematively, the system may be configured to allow the
sole bidder to remain a Category 2 bidder and the reserve price may be used as the next lowest bid
for recalculation purposes or the auction can be deemed a failure based on predetermined rules.
[0112] Preferably, upon closing of the reverse auction, only a winning Category 2 bidder is
required to pay the Price-Protection Fee Percentage or allocate and split the price-protection fee
based on predetermined rules, such as allocating at least a portion to the buyer, one or more bidders,
the system, or a third-party. However, as discussed above, in other embodiments, all Category 2
bidders may be required to pay the Price-Protection Fee Percentage. As discussed above with
respect to FIG. 5C, the buyer may be given the option of splitting the amount of the Price-
Protection Fee received from the Winning Bidder among one or more of the losing Category 2
bidders, or keeping all or a portion of it to himself/herself or giving all of it to the next lowest
bidder, among other scenarios. Optionally, all bidders are informed of how the Price-Protection
Fee will be split prior to the start of the reverse auction. It will be appreciated that this fee can be
used to encourage bidder participation, especially in embodiments in which the fee is distributed
among all or some of the losing bidders. Optionally, the buyer gives at least a portion of the fee to
one or more participating bidders, or split all of the fee with at least one participating bidder, or
split all of the fee with multiple or all participating bidders. Such embodiments constitute a “get
paid to play” model whereby losing bidders will always collect something, such as a portion of the
price-protection fee, from the winning bidder. In a preferred embodiment, as the Winning Bidder
has already won the reverse auction, he/she would not get back any portion of the Price-Protection

Fee Percentage he/she pays out. In an alternative embodiment, the Winning Bidder may get back
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all of the fee. In such an embodiment, the bidders are being enticed to submit the lowest possible
bid they can, while also being encouraged to buy as much price-protection as possible.

[0113] The systems and methods described herein may be executed on a computing device and/or
computer system, generally comprised of a central processing unit (CPU) that is operatively
connected to a memory device, data input and output circuitry (I0) and computer data network
communication circuitry. Computer code executed by the CPU can take data received by the data
communication circuitry and store it in the memory device. In addition, the CPU can take data
from the I/O circuitry and store it in the memory device. Further, the CPU can take data from a
memory device and output it through the IO circuitry or the data communication circuitry. The
data stored in memory may be further recalled from the memory device, further processed or
modified by the CPU in the manner described herein and restored in the same memory device or
a different memory device operatively connected to the CPU, including by means of the data
network circuitry. The memory device can be any kind of data storage circuit or magnetic storage
or optical device, including a hard disk, optical disk or solid-state memory. Examples of well-
known computing systems, environments, and/or configurations that may be suitable for use with
the invention include, but are not limited to, personal computers, server computers, hand-held,
laptop or mobile computer or communications devices such as cell phones and PDA's,
multiprocessor systems, microprocessor-based systems, set top boxes, programmable consumer
clectronics, network PCs, minicomputers, mainframe computers, distributed computing
environments that include any of the above systems or devices, and the like.

[0114] Computer program logic implementing all or part of the functionality previously described
herein may be embodied in various forms, including, but in no way limited to, source code,
computer executable, and various intermediate forms (e.g., forms generated by an assembler,
compiler, linker, or locator). Source code may include a series of computer program instructions
implemented in any of various programming languages (e.g., an object code, an assembly
language, or a high-level language such as FORTRAN, C, C++, JAVA, or HITML) for use with
various operating systems or operating environments. The source code may define and use various
data structures and communication messages and may be in computer executable form (e.g., via
an interpreter), or may be converted (e.g., via a translator, assembler, or compiler) into computer

executable form.
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[0115] The invention may be described in the general context of computer-executable instructions,
such as program modules, being executed by a computer. Program modules include routines,
programs, objects, components, data structures, etc., that perform particular tasks or implement
particular data types. The computer program and data may be fixed either permanently or
transitorily in a tangible storage medium, such as a semiconductor memory device (e.g., a RAM,
ROM, PROM, EEPROM, or Flash-Programmable RAM), a magnetic memory device (e.g., a
diskette or fixed hard disk), an optical memory device (e.g., a CD-ROM or DVD), a PC card (e.g.,
PCMCIA card), or other memory device, in any form in a signal that is transmittable to a computer
using any of various communication technologies (e.g., analog technologies, digital technologies,
optical technologics, wireless technologies, networking technologies, and internetworking
technologies).

[0116] The invention may also be practiced in distributed computing environments where tasks
are performed by remote processing devices that are linked through a communications network,
and where program modules may be located in both local and remote computer storage media
including memory storage devices. Practitioners of ordinary skill will recognize that the invention
may be executed on one or more computer processors that are linked using a data network,
including, for example, the Internet. Different steps of the process can be executed by one or more
computers and storage devices geographically separated by connected by a data network in a
manner so that they operate together to execute the process steps. A user’s computer can run an
application that causes the user’s computer to transmit a stream of one or more data packets across
a data network to a second computer, referred to here as a server. The server, in turn, may be
connected to one or more mass data storage devices where the database is stored.

[0117] The server can execute a program that receives the transmitted packet and interpret the
transmitted data packets in order to extract database query information. The server can then
execute the remaining steps of the invention by means of accessing the mass storage devices to
derive the desired result of the query. Alternatively, the server can transmit the query information
to another computer that is connected to the mass storage devices, and that computer can execute
the invention to derive the desired result. The result can then be transmitted back to the user’s
computer by means of another stream of one or more data packets appropriately addressed to the

user’s computer.
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[0118] In order for users to participate in the online reverse auctions, they must register for an
account with the system. As mentioned above, before registration is completed, a user can be
presented with a user agreement with the relevant rules preset for all sellers and buyers prior to a
reverse auction. Personal information collected may include, but is not limited to, name address,
email, phone number, and financial information required to complete the registration process. A
valid email and/or a valid phone number may be used for verification purposes by the system
administrator. Exemplary embodiments of the system will allow each user to register only one
account associated with one username by a valid email and/or phone number. An account may be
used to either bid on or list a reverse auction. By only allowing one account per user, the system
can help prevent fraud. The system can also require a genuine name, a genuine address and genuine
financial information to fully register a user. Financial information required may include, but is
not limited to, a debit card, a credit card, third-party payment systems, bank routing numbers, etc.
[0119] The term “system” herein refers to implementation through a combination of hardware and
software that operates a portable computing device, which comprises various pre-programmed
features combined and integrated with basic components including but not limited to one or more
servers, databases, mobile end applications, web portals, network settings, etc. With the support
of these components, the system provides the services through user interfaces, such as a website
or a mobile application. In addition, the system may have more than one server that may be in a
distributed structure with support from data centers that may be located anywhere around the
world. These implementations may be communicatively linked and cross-platformed so that a user
on a computing device may be provided with the relevant information. Features of the system can
be implemented through computing devices that allows steps of the method to be processed and
output by a processor.

[0120] Notifications may be sent by the system through the server to both buyer-computing
devices and/or bidder-computing devices through emails, instant messages, voice messages, etc.
when necessary to alert them of different occurrences, including but not limited to successfully
submitted bids, relevant auction time frames, rejected bids, reverse auction wing, auction results,
etc. The systems described herein are used to provide a platform to facilitate at least one or multi-
sided matching reverse auction markets, where bidders may simultaneously bid on reverse auctions

from one or multiple buyers and buyers may solicit to one or multiple bidders. Each transaction
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may be facilitated against a fee or commission. The system or the platform may charge a
predetermined percentage of service fees for providing auction services.

[0121] It is to be understood that the phraseology or terminology employed herein is for purposes
of description and not of limitation. Having described at least one of the preferred embodiments
of the present invention with reference to the accompanying drawings, it is to be understood that
such embodiments are merely exemplary and that the invention is not limited to those precise
embodiments, and that various changes, modifications, and adaptations may be effected therein by
one skilled in the art without departing from the scope or spirit of the invention as defined in the
appended claims. Therefore, while the embodiments herein have been described in terms of
preferred embodiments, those skilled in the art will recognize that the embodiments herein can be
practiced with modification within the spirit and scope of the claims. Any exemplary embodiments
described herein are merely illustrative, and many variations can be introduced without departing
from the spirit of the disclosure or from the scope of the appended claims. For example, elements
and/or features of different exemplary embodiments may be combined with cach other and/or
substituted for each other within the scope of this disclosure and appended claims. The scope of
the invention, therefore, shall be defined solely by the following claims. Further, it will be apparent
to those of skill in the art that numerous changes may be made in such details without departing

from the spirit and the principles of the invention.
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What is claimed is:
1. A computer-implemented system for conducting a sealed bid online reverse auction, said
system comprising:
a computing system having one or more processors configured to provide an online platform
for remotely conducting a sealed bid online reverse auction;
a buyer computing device and at least one bidder computing device, each configured to
communicate with said computing system over a network;
one or more non-transitory computer readable program storage medium capable of storing
mstructions to instruct said one or more processors to perform said auction in
accordance with a set of predetermined rules, wherein said one or more processors are
configured to:
receive, from said buyer computing device, an auction request for an auction subject in
said auction;
receive, from said at least one bidder computing device, one or more sealed bids cach
specifying a bid amount for said auction subject, wherein at least one of said one
or more sealed bids is a bid associated with a commitment to pay a price-protection
fee;
asgign an anonymous identifier to each of said one or more sealed bids automatically;
transmit, during said auction, to one or more of said at least one bidder computing device,
a first representation of said auction including one or more of said anonymous
identifiers, wherein said first representation does not include said bid amount, and
wherein said at least one bidder computing device displays at least a portion of
information related to said first representation;
determine a winning bid from said received one or more sealed bids, wherein upon said
winning bid being associated with said commitment to pay said price-protection
fee:
apply said set of predetermined rules to said specified bid amount of said winning bid
to calculate said price-protection fee;
determine a designated bid of said received one or more sealed bids relative to said

winning bid;
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compute a difference between said amount of said winning bid and an amount of said
designated bid,

apply said set of predetermined rules to said difference to calculate an adjustment
amount;

compute, based on a closing of said auction, a recalculated winning bid amount based
on a formula applying at least one of said adjustment amount or said price-
protection fee to said amount of said winning bid,

transmit, after said closing of said auction, to one or more of said at least one bidder
computing device, a second representation of said auction, wherein said second
representation includes at least said recalculated winning bid amount associated
with said winning bid corresponding to at least one said anonymous identifier,
wherein said at least one bidder computing device displays at least a portion of
information related to said second representation; and

allocate at least a portion of said price-protection fee for distribution in accordance with

said set of predetermined rules.

2. The system according to claim 1, wherein said recalculated winning bid amount is
computed in accordance with said formula, wherein said formula is a sum of said amount of said

winning bid and said adjustment amount.

3. The system according to claim 1, wherein said formula includes subtracting said price-

protection fee from said sum of said amount of said winning bid and said adjustment amount.

4. The system according to claim 1, wherein said one or more processors are further
configured to:
provide at least one bidder with an option to select a bidding category from one of a
category one or a category two,
wherein a category one bidder is a bidder providing a category one bid and upon winning

said auction gets paid a winning bid amount equal to said bid amount of said category one bid; or
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wherein a category two bidder is a bidder providing a category two bid associated with said
commitment to pay said price-protection fee, and upon winning said auction, gets paid said

recalculated winning bid amount based on said formula.

5. The system according to claim 4, wherein said category two bidder is required to pay said

price-protection fee based on said predetermined rules.

6. The system according to claim 4, wherein said one or more processors are further
configured to at least one of:
allow said category two bidder to change to said category one bidder at any time during
said auction or prior to a predetermined time prior to a closing of said auction; or
allow said category one bidder to change to said category two bidder at any time during
said auction or prior to a predetermined time prior to a closing of said auction; or
prevent said category two bidder from changing to said category one bidder at any time
during said auction or within a predetermined time frame prior to a closing of said
auction;
prevent said category one bidder from changing to said category two bidder at any time
during said auction or within a predetermined time frame prior to a closing of said
auction;
allow at least one of:
said category one bidder to change said category one bid amount, or
said category two bidder to change said category two bid amount; or
prevent at least one of:
said category one bidder from changing said category one bid amount, or

said category two bidder from changing said category two bid amount.

7. The system according to claim 1, wherein said designated bid is, relative to said winning
bid, one of said next lowest bid, said second to next lowest bid, said third to next lowest bid, said
fourth to next lowest bid, or any other bid among said received one or more sealed bids specifying

a bid amount which is higher than said specified bid amount of said winning bid.
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8. The system according to claim 7, wherein said designated bid is said next lowest bid

relative to said winning bid.

9. The system according to claim 1, wherein said one or more processors are further
configured to:

enable at least one of a buyer, a bidder, said system by default, or a third-party to establish

said set of predetermined rules for allocating at least a portion of said price-

protection fee.

10. The system according to claim 1, wherein said at least a portion of said price-protection
fee is allocated to at least one of:

(1) a buyer;

(ii)  said computing system;

(ii1))  abidder of said winning bid;

(iv)  at least one bidder that is not a winning bidder;

(V) a third-party; or

(vi)  auser registered to said system, and

wherein said price-protection fee includes at least one of a fixed amount or a

predetermined percentage of said specified bid amount of said winning bid.

11. The system according to claim 10, wherein said one or more processors are further
configured to:
enable said buyer, said computing system, or said third-party to contribute an additional

fee for allocation in addition to said price-protection fee.

12. The system according to claim 1, wherein said set of predetermined rules includes a first
predetermined percentage correlated with a second predetermined percentage, and

wherein said first predetermined percentage is a percentage applied to said amount of said
winning bid to calculate said price-protection fee and said second predetermined percentage is a

percentage applied to said difference to calculate said adjustment amount.
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13. The system according to claim 12, wherein at least one of: a buyer, said system by default,

a third-party, or at least one bidder of said auction subject prior to bidding on said auction subject,

based on said predetermined rules, establishes said first predetermined percentage or said second

predetermined percentage.

14. The system according to claim 1, wherein one or more of said first predetermined

percentage, said second predetermined percentage, and said difference are correlated based on at

least one of:

(1) said first predetermined percentage
percentage increases;

(i1)  said first predetermined percentage
percentage decreases;

(iii)  said first predetermined percentage
percentage increases;

(iv)  said first predetermined percentage

percentage decreases;

increases

increases

decreases

decreases

as

said

said

said

said

second predetermined

second predetermined

second predetermined

second predetermined

(v) said second predetermined percentage decreases as said difference increases;

(vi)  said second predetermined percentage decreases as said difference decreases;

(vii)  said second predetermined percentage increases as said difference decreases; or

(viii) said second predetermined percentage increases as said difference increases.

15. The system according to claim 1, wherein said one or more processors are further

configured to:

prevent withdrawal of said one or more sealed bids from said auction within a

predetermined time period prior to said closing of said auction or;

prevent submission of one or more new sealed bids in said auction within a predetermined

time period prior to said closing of said auction.

16. The system according to claim 1, wherein said one or more processors are further

configured to:
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accept a new sealed bid as only one valid bid to replace a previously submitted one of said
sealed bids by a same bidder; or
reject an additional sealed bid from a category one bidder or a category two bidder as a valid

bid based on said set of predetermined rules.

17. The system according to claim 1, wherein said one or more processors are further
configured to:
enable a plurality of bidders to submit new sealed bids within a certain time frame when
said plurality of bidders submitted identical lowest bids;
wherein each of said plurality of bidders is enabled to submit said new sealed bids until
one said new sealed bid is determined to be lower than each other said new sealed bid; and
wherein a bidder of a first one of said identical bids is determined to be said winning bidder

when none of said plurality of bidders submits said new sealed bids within said certain time frame.

18. The system according to claim 1, wherein said one or more processors are further
configured to:
provide, before a start of said auction, a ranking corresponding to which bid of said one or
more sealed bids will be determined to be said winning bid;
wherein said ranking is established by a buyer, by said system by default, or by a third-
party; and
wherein said ranking corresponds to at least one of: a lowest bid, a second lowest bid, a

third lowest bid, a fourth lowest bid, a fifth lowest bid, or any other designated ranking,

19. The system according to claim 1, wherein said auction comprises a reserve price for said
auction subject; and
wherein said reserve price is one of: an open reserve price, or a hidden reserve price; and
wherein said reserve price is established by one of: a buyer, said system by default, or a

third-party.

20. The system according to claim 19, wherein said one or more processors are further

configured to:
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determine a single bid associated with said commitment to be said winning bid; and
apply said hidden reserve price as said designated bid during said computing said
recalculated winning bid amount when said single bid is the only bid for said

auction subject and said single bid is lower than said hidden reserve price.

21. The system according to claim 19, wherein said one or more processors are further
configured to:
cancel said auction, provide said buyer with an option to buy said auction subject for an
amount above said reserve price, or provide at least one bidder of said winning bid
an option to sell said auction subject at said reserve price, when:
(1) said winning bid is not associated with said commitment and said winning bid is
above said reserve price; or
(ii) said winning bid is associated with said commitment and said recalculated winning

bid amount is above said reserve price.

22. A computer-implemented method for conducting a sealed bid online reverse auction, said
method comprising:
receiving, from a remote buyer computing device, an auction request for an auction subject in
a sealed bid online reverse auction;
receiving, from at least one remote bidder computing device, one or more sealed bids
specifying a bid amount for said auction subject, wherein at least one of said one or more
sealed bids is a bid associated with a commitment to pay a price-protection fee percentage
of said bid amount in accordance with a set of predetermined rules;
wherein said remote buyer computing device and said at least one remote bidder computing
device are configured to communicate over a network with a computing system having one or
MOre Processors;
assigning an anonymous identifier to each of said one or more sealed bids automatically,
transmitting, during said auction, to one or more of said at least one remote bidder computing
device, a first representation of said auction including one or more of said anonymous

identifiers, wherein said first representation does not include said bid amount, and wherein
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said at least one bidder computing device displays at least a portion of information related
to said first representation;
determining, by said one or more processors, a winning bid from said one or more sealed bids,
according to said set of predetermined rules, said winning bid having a winning bid
amount, wherein upon said winning bid being associated with said commitment to pay said
price-protection fee percentage:
applying said set of predetermined rules to said winning bid amount to compute a price-
protection fee amount;
determining a designated bid of said received one or more sealed bids relative to said
winning bid according to said set of predetermined rules;
computing a difference between said winning bid amount and an amount of said
designated bid,;
applying said set of predetermined rules to said difference to compute an adjustment
amount;
computing a final winning bid amount based on a formula applying at least one of said
adjustment amount or said price-protection fee amount to said winning bid amount;
and
transmitting, after said closing of said auction, a second representation including said
final winning bid amount associated with said winning bid corresponding to at least
one said anonymous identifier to at least one of said plurality of remote bidder
computing devices for display of at least a portion of information related to said

second representation.

23. The method according to claim 22, said method further comprising the step of:
providing at least one bidder with an option to select a bidding category from one of a category
one or a category two; or
allowing at least one of’
said category one bidder to change said category one bid amount, or
said category two bidder to change said category two bid amount; or
preventing at least one of’

said category one bidder from changing said category one bid amount, or
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said category two bidder from changing said category two bid amount,
wherein a category one bidder is a bidder providing a category one bid and upon winning
said auction gets paid a winning bid amount equal to said category one bid amount; or
wherein a category two bidder is a bidder providing a category two bid associated with said
commitment to pay said price-protection fee percentage and upon winning said auction gets paid

said final winning bid amount based on said formula.

24. The method according to claim 23, said method further comprising at least one of the steps
of:
allowing said category two bidder to change to said category one bidder at any time during
said auction or prior to a predetermined time prior to a closing of said auction;
allowing said category one bidder to change to said category two bidder at any time during
said auction or prior to a predetermined time prior to a closing of said auction;
preventing said category two bidder from changing to said category one bidder at any time
during said auction or within a predetermined time frame prior to a closing of said auction;,
or
preventing said category one bidder from changing to said category two bidder at any time

during said auction or within a predetermined time frame prior to a closing of said auction.

25. The method according to claim 22, wherein said designated bid is a next lowest bid relative

to said winning bid.

26. The method according to claim 22, wherein said final winning bid amount is computed in
accordance with a formula, wherein said formula is calculated as one of:

a sum of said winning bid amount and said adjustment amount, or

subtracting said price-protection fee amount from a sum of said winning bid amount and

said adjustment amount.

27. The method according to claim 22, wherein at least a portion of said price-protection fee
amount is allocated to at least one of:

(1) a buyer;
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(ii)  said computing system;
(ii1))  abidder of said winning bid;
(iv)  atleast one bidder other than a bidder of said winning bid;
(V) a third-party; or
(vi)  aregistered user of said method, and
wherein said price-protection fee includes at least one of a fixed amount or a

predetermined percentage of said specified bid amount of said winning bid.

28. The method aceording to claim 27, said method further comprising the step of:
enabling said buyer, said computing system, or said third-party to contribute an additional

fee for allocation in addition to said price-protection fee.

29. The method according to claim 22, wherein said price-protection fee percentage correlates
with a predetermined adjustment percentage, said price-protection fee percentage is applied to said
winning bid amount to compute a price-protection fee amount, and said predetermined adjustment
percentage is applied to said difference to compute said adjustment amount;
wherein at least one of: a buyver, said system by default, a third-party, or at least one bidder
of said auction subject prior to bidding on said auction subject, based on said predetermined rules,
establishes said first predetermined percentage or said second predetermined percentage; and
wherein one or more of said price-protection fee percentage, said predetermined
adjustment percentage, and said difference are correlated based on at least one of:
(i) said price-protection fee percentage increases as said predetermined adjustment
percentage increases;
(1)  said price-protection fee percentage increases as said predetermined adjustment
percentage decreases;
(iii)  said price-protection fee percentage decreases as said predetermined adjustment
percentage increases;
(iv)  said price-protection fee percentage decreases as said predetermined adjustment
percentage decreases;
(V) said predetermined adjustment percentage decreases as said difference increases;

(vi)  said predetermined adjustment percentage decreases as said difference decreases;
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(vii)  said predetermined adjustment percentage increases as said difference decreases;
or

(viii) said predetermined adjustment percentage increases as said difference increases.

30. The method according to claim 22, wherein said auction comprises a reserve price for said
auction subject;
wherein said reserve price is one of an open reserve price or a hidden reserve price, and is
established by one of: a buyer, said system by default, or a third-party; and
wherein said method further comprises the step of:
canceling said auction, providing said buyer with an option to buy said auction subject for
an amount above said reserve price, or providing at least one bidder of said winning
bid an option to sell said auction subject at said reserve price, when:
(1) said winning bid is not associated with said commitment and said winning bid is
above said reserve price; or
(i1) said winning bid is associated with said commitment and said recalculated winning

bid amount is above said reserve price.
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