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| NVENTI he "pr ¥2nt invention relates to financial SerbrRIRBNG 5202 MP" €
particularly, the present invention concerns an autonated net od] and
systemfor facilitating settlenent of tlansactions between parties with
differences in their margi nal cost of funds. 15 BACKGROUND Traditi onal
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financial settl | m@mxcmaqggﬂja@?ﬂﬁ ds and

servi ces have been fraught mg@ﬁ&ﬁm enci es, ost manual
I ntervention 20 within bot% e pﬁ’gTBAé@ACTIQNSCtions process and
t-he procurenent-accounts payable process. Financial ED, utilizing ANSI

X. 12 transaction sets, EDI FACT transaction sets, or other custom zed
protocol s have been minimally successful, due to the high cost of agreeing

" on 8pecific bilateral protocols. Spontaneous EDI has therefore renmined an

el usive vision, albeit one that prom ses greater supply chain efficiency,

and | ower 25 administrative costs for the participants. Arelated issue in
supply chain settlenment is differential terns of trade. Terns of trade is
a generic termcovering the formatting of invoice information; the period

of time between the provision of goods or services and the tine paynent is. .

due; discounts for early paynment; the type of paynent; the currency of
paynent; the. required locations for 30 directing paynents and rem ttance

i nfbr mation; etc. Generally spg r.P) llarger entities dictate terns of
_trade to smallser entities, who ar® %Bmpl i ers. Paradoxically,

smal l er entities are often poorly equipped to conply with the terms of -
trade dictat eqhg)f,reéﬁé%gDec_errber 2006 WD 2004/ 003689 PCT/ 1JS2003/ 020243 2‘“”}
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BACKGROUND

o deaﬁopgl financial settlement activities between buyeis and sellers of goods and
servxces._have been fraught with inefficiencies; leading toh1gh~oost manyal iﬁtervenﬁon

.26_. withm both the invoicing-creditwoﬂecﬁons process and the procurement-aceounts payable
progess. Financial EDI, utilizing ANSI X.12 transaction sets, EDIFACT ‘transaction sets, - |
“or other customized protooolsr have been minimally successful, due to the high cost of ’ ' i:}
agreemg on specific bilateral protocels. Spontaneous EDI has thefeforc reméinéd .an -
| elusive vision, albeit one that promises greater supply chain efficiency, and lower |
25 o adminigﬁative costs for the participants. S - |
A related issue in supply chain settlement js differential terms of trade. Terms of
trade is ar generic term covering the foﬁnatting of invoice infoimation; the period of time |
between the provision of goods or services and the time pajr’nént 15 due; ﬁiscounts for
| e?rly payment; the type of payment; the currency of payment; the required locations for
30 dfrecﬁng paymentg and remittance information; etc, Generally speaking, larger enﬁﬁes .
' dlcta_te terms of trade to smaller entities, who are typically suppliers, Paradoxically, |

. smaller entities are oﬁeg. poorly equipped to cdmply with the terms of trade dictated by -




eval uated. A | arge investnent-grade corporation is IikeI\7/ to have the
ability to borrow 5 ir¢cremental funds at or near 4| BORZ(iDasembend0i€ondon

| nt er baWO Wos/eesesat e) . A sub investnent grade suppli erpchpumyHsaf t en has
a marginal cost of funds that exceeds LIBOR by 4 or 5% Wen a |arge
custoner dictates a | engthy period of inme between receipts of goods or
services and the related paynent, supply chain inefficiency is created.

This isy b&tdh&sfaat i b v ﬁcggg gl? FHLRRY t incur
bor r owi n?ggf)sts 10 ’t%qtexg&gfnm |§3an. yb’g‘égee t%tg%{i/ag e en| %%&e%g]yﬁlf‘he

i nvest miReremenigbvalue erjnyed by thedarger entikpr ds, t hat 4- 5% bor r owi ng

differenti al nts val ue that coul d he.shared by .the buyer and the
seller by acc@?g?%%%mﬂés %3?W%¥L@a. ucﬁcﬁgéﬁﬁﬁ@%f’ﬁﬁsa&ereduced -
pur chasevalmtd. ATheienianteRaanddédpbaton AHRRPohE e il §56orsieP! Y chain

I nefficiencies. For exanp| S. Patent 6,167,385 describes a supply

5 U.
chai n f ARCIRRERG é%éﬁﬁfmnfﬁ?ﬂéﬁe,%r[ﬂpﬁ@%mmiwﬂﬂWbu&snbgenerat es a
has: | . Li who, i
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buyer, OR by ¢or 6% Whena tagelaistomer dictdrt allagshy perfddmeidbnivigt i t ution

(e.g., ba k)) el(ﬁgtronical %&gc ssgs t he database to retrieve the daily

i nvoi ce _ceﬁ]}% DEPqES o1 erviges Fefetedpayment supply, chain ineflipiency ixereatad;
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- Upon maturity of the financing, the buyer es Wt anci al
- il0st i t uthad sigsificantly excend therealus ageyedrintibe itwestnkint gade tostomead neiteod

-descri begd.,i &0 .6 suffers f.rom nunerous, deficiencies and -
shortc o%ﬁ%% ﬂ%g- il‘fﬁ)gbé%ﬂg ‘%ﬁ%@é&é‘ TERFeSTt %ﬂ%{ﬂﬁg?‘gﬁ%‘? gl{ai"?f@’)&@'ﬁg’ﬂﬁ?rng , and

- costly. add durslladyt arceleluting ke flymcnPiu@daté th S&hEdd fhr h FRIBAPHRiRGet N

[ met hod the parties involved nust evaluate the potential™ saving which

can be ected.... This evaluation process typically begins with the

buyer hiring b Haka : Qﬂéngﬁ’tg LV he. tronic commerce
i nfrastructure anong t eprgﬁl)?gg an Iﬁﬁﬁ%%‘%gﬁ&%@@g@f t he above
dval uati on d&oeexaapde, U.BaPateitc, 167,385 dastriibesiacsapplyi chaindimhcig 8@dtérh and he bank
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invoice to the buyer, who stores the invoice data in a database. A financing institution
: - {e.g., a bank) electronically accesses the database to retrieve the daily invoices. The
- 20 ~ financial institution then calculates the financing applicable to the shipped good and
forwards a pgyment to the supplier. Upon maturity of the financing, the buyer settles with
2 the ﬁnanc:al institution by remitting the gross proceeds.” | ,
""" The system and method described in U.S. Patent 6,167,385 suffers from numerous.
 deficiencies and shortcomings. |

25 ‘The setup process is quite cumbersomme, time consuming, and costly. According to
the patent: : _

“Prior to actually implementing the [method], the paftics. invelved must

evaluate the potential saving which can be expectéd; . ... This evaluation

process typically begins with the buyer hiring the [bank]. . . . The [bank]
30  reviews the electronic commerce infrastructure among the buyer and its =~ - : ¢

trading partners. . . . If the above evaluation determines that there is

_sufﬁ(:icntﬁnancial benefit, the bank makes recommendations on the
structure and implementation approach, taking into account the client's
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obj ectives. The [bank],-conducts interviews with the trading partners in

order to wahifahsh e ‘supply chain assunptions usgd. .. FldPeEmben P and

other non-financi Al objectives and business val ues whi cpcﬁg%&%ﬁg% the 5
I I

i mpl enentation.... If the results of the interviews are a avor e, and .
the parties agree to proceed, there areszseveral technical, admnistrative
and | egal processes which nust be established ... The buyer in conjunction

Wi th the [bankiclafionsiips with its nedawg | kg T at es which are applicable
for each of th&)-g‘%&tic{hga[gi n vengor's%%‘gﬁ??hg‘gfasl%rﬂo%%‘al/ance
financing ratesIthac>t @@Mm@rﬁmmmm{,@m&%h sel | er

‘ (vendor) are netetrasaidisne gl in huyer-specified and
seller-specified ', cost ofﬁgﬁkﬁgﬁ%swuf r etiddo anderytend i nanci al -

i ntervention m%@ﬁ-mwmmammmeauﬂm@h%fﬁgg%f %’ (e.g., a

bargk) . The ban, M&lt%tfo% o] Ibgnds at risk by paying the serl 15 prior

to receiving paglljment romt Jﬁ%‘lhsﬂﬁgﬁmwm-mudﬁvdrﬂﬂe,taﬁderl yi ng
financi ng. Corleepprbes aigteetopﬂomaeﬂlg &S’E”E buyer, and/ or, seller receive
are reduced b¥ t he costs of  havi ng&t%#é an ggﬁﬁlcésw@@d

i nternedi ary. eﬂ?@?@cﬁ%ﬁgfhﬁblﬁnﬁhﬁmﬁlﬂis&d}t er'ﬂ%ﬁﬁf‘i@db@uﬂcfi&ﬁrd party will

a

".be greater thmtm@[&gﬁ § at the buyer and seller typi y woul d i ncur
by using a conputerize v %%Sgtgef“g Fofipcingrates whic @ms to the payment

terms of a 203pplizAblador each bétheamitdip@ingWsedognd the seller and/or nodify
“the transactiﬂlnadiioo her, words, the tTees charged by a bank acting as a
“financing interned éﬁ’%?h“\/ﬁdl"imoﬁ @agéﬁteﬂhaﬁhebhmﬂaﬁﬂihﬁlﬁkﬂ@ﬂrﬂ)qe%
exchangecaghiselley (endo) 4rohor iRLd it er bary. I n_another exanple, US. ..
Pat ent % %‘f‘%‘él on Pﬂ’bl i cation %%’éﬁ%@?%%‘"%@@@#iﬁb@@ﬂerwmmd and{ )

system f0 % i ng a Purchaser's existing or future trade credit 25

obl i gations (wbi nly.referred to as "accounts payable" or "trade
payabl e?) in_ a *ﬁéﬁ’gﬁ‘g?&{ﬁ%{w‘?ﬁy@?ﬂ@m@%mbﬁmm@ tntyef atidthe séllepde

credit Mﬂ'@ﬂ'ﬂ%(ﬂag@ab&n}f}em%ﬁh& k (i.iJ), provides financial and
ofsher b bd SoL:0: 2 (P%urchaé&ra. Nbreﬂ?%gg??vﬁ?gﬁsﬁtJsk_ggpmﬁﬂﬁ?gse@fnpany
[(e.g., Iﬂa- anky ] SRdPa¥ment %m:mnmmmnmmmﬂsyﬁgr to which
a mecharltionsequenity edbdneF8o0n A ich t he Purchaser's Suppliers 8re

of fered,the Omg% ortti%ihty to gglf}ag?ﬁn&ﬁ'és FoTFpeIve aretededed by thscgstyofent  of

the Pur{A9Eg iast asryfimanciaf intermediak dEhegE %ﬁ : ?ng S8k Iﬁs tg themin
- exchanggﬁ,fd};m.@r‘pmi&i cept age di scounts, f'og are c"g ﬁﬁ?ﬂplé?erred
- to as "pronpt paymaré &%gt@%ﬁfs‘gﬁs theduwer andzeHertypidally wolldiifairipgns
. Suppl i ebsngagompugazed eichiigd th Bfonds -0r..accel.erated paynent under the 27
Bgcenbey, 2008 = VO 2004/ gosaggg gcoﬁﬁu%ﬁ% § thF payment terms of a
_ weron between the buyer and the seller and/or modify the transaction. Tn ofher
words, the f"-‘?? charged by a bank acting as a financing intermediary will be greatér than
the fees charged by an exchange acting as an information intermediary. = )
_ In another example, U.S. Patent Application Publication US 2002/0082985 - )
- describes: “a method and system for processing a Purchaser's existing o fiiture trade credit

25 - obligations (Which are commonly referred to as "accounts payable”™ or “irade pajfables") in
4 manner that (i) converts such existing or future trade credit obligations into a new
.ob}igaﬁon, and (ii) provides financial and other benefits to a Purchaser Mcré specifically
- - - a Funding Company [(e-g., a bank)] and a Purchaser enter into an agreement iaursuant,
to which a mechanism is established under which the Purchaser's Suppliers are offered the

opportunity to obﬁain‘the prompt or accelerated payment of the Purchaser's existing or

: future trade credit obligations to them in exchange for providing percentage discounts
which are comxpoxﬂy referred to as "prompt payment discounts,” from Such trade cred;t

, obligatiqns. Suppliers may bargain or bid for prompt or accelerated paymént undér the



respect..to such trade credit obligations. Pursuant to 2R&ssgmbenzd®6, the

Fundi n%@mﬁﬁ%ways the discounted price of the 'tragergikambizeld i gation
on behalf of the Purchaser, and the Purchaser pays the Fundi ng Conpany a

hi gher anount than the discounted pri of such 5 trade credit obligation,
up to the full face value of such trade credit obligation, at an agreed

upon future date. " .Lik Pat.ent 6 167, 385 . S, Pat ent |.i cat,i on
PUb| | calT IR Do 39 poaSsas by SHciie RopRh dvien discomiE il et o SaH
costly. talle U8 oBRgAivnk] Pitsiadt (e AprdtindntlGhe Pufding CopapaBypaditheount for
each transaction, rather than using the buger and seller's cost 10 of

Lundz. unt ; eredis pbligatios o8 f’f@&t%?@s‘ffo% hase or fjer-s ‘
cuch. mod i PaFLBE Fuficy Conhs PR aFloll thin B iseshptel BHES oPfueh T 21 on

US 20024£a0 8faf oblgation, bp o the Syl freevaluaof Sadi tradeatredit shligaton, fa amagreed) and’

advance paynent. This systemal so allows buyers and sellers to anend
pur chasé‘PBngi”eé’@Feeerrents. 15 However, the type of seller financing that is

facilitated hydBiss pasat 6/767,385,U55. Phtent Aicansh PiRlicalis® Ui 20821008298 0ar ty

“financial internediary, e.g., the seller ™obtains advance paynent froma

| ender \ihquite combiersonise tioweiopjunsing aldegslyy Bagessh avctionia daterpugethe”  Thus,
tential benefits, t.o the.b || e , i d
o the. Bromaievines Sl it ot = RRtatln Pt thorlicind BRR0GG A LG Clat 0 -

. eNpl uat effeisS Thiis, Phe $3tcn 6t Hod propoidmodifibatidnisyte pudthaseedae bhex.onThus, the
" -system does not _propose or_inplement _a nd,marits to puglc{:’gq se . orders based

~on di ff dilderersss inthetbuyer andrselieics cost plefunds eigiqplesnentisyry PRt her
exampl e, - Sin EAUGE cxaRie, . Pifed? Aplieatonibicat D85 084506Fc58es T | bes a

nmet hod and sys I'i'tat1 ng nancial investnment in the trading and
25 pr oc desdribgs @ bystexmthat Facilitates sellantiinancinp andidvancd paymenbe This spstempralsor art

cited abqve, ,U. S. Patent Application Publication, US 2003/0018563 is quite
~cunbers mpmsg%ﬁ%@a&@ﬁgugggﬁ?&rﬁgrm@ﬁa dynani ¢ trading process
(B 9., an auGdvaipr, ke €k OF BIRe fahwith Haoik Ficilitatdlsy thispyites it juseheh account

recei vabl e. Like U’S. Patent plication Publication US 2002/ 0099655; the
syst em ¢oB¥entional use ef o third pasty Ansacial tramediary, eds. the peller {'ehtaigs adwance he 30

o 11 c RpyiEaifi Elendep AR, Hilh foodrled RRHER I ARt B3 BPbARUCRC.
- sel | er' §megiotential bergfitsio theplyeramd/or slletarenelivced by itenwstspaidiedberber 2006
5 SUMARY i -I;Iljt%nl: Er'E'rT IInO\Iadditioh, the system does not receive or evaliate the cost of
20 funds for either the buyer or the seller. Thus, the system does not propose or implement
- amendments to purchase orders based on differences in the buyer and seller’s cost of

. funds.

In another example, U.S. Patent Application Publication US 2003/0018563
describes a method and system for facilitating financial investment in the trading and
25 processing of commercial accounts receivable. Like the other prior art cited above, U.S.
| i_’atént Application Publication US 2003/0018563 is quite cumbersome, time consuming,
 and costly. It uses a dynamic trading process (e.g., an auction) to determine the discount
. to be applied to each account receivable. Like U.S. Patent Application Publication US- .
2002/0099655 , the system does not receive or evaluate the cost of funds for either the
30 . bu}fer or the seller. Consequently, this system also does not propose modifications to
purchase orders based on differences in the buyer and seller’s cost of funds or implement
~ such modifications. ' ' '



Exanpl e enbodi nents of the present invention seek to overcome the
limtations and disadvantages of the prior art by provi4fi Peceareadfefrat ed
met hod and systemfor facilitating settlenent of transactions between
parties with differences in their margi nal cost of funds. In accordance
with a first aspect of the present igvention, there is provided a nethod
for nodi fying the paynent terns of a transaction between a buyer and a
seller, conprising: at a conputerized financial settlenment exchange,

. receiving a buyer's cost ofstmmaaryDFIrHWVERTIOre |iquidity preferences, a
seller's cost of funds and one or nore liquidity preferences, and one or
nore paynent terns of a transaction, wherein said buyer's cost of funds is
speci fied by Eamele Bujedimenttof 4w rdessatituention seefsto odrednimitis limitatigpenidf i ed by
said sel |d%&dvaﬁ@§@srdﬂriélpﬁgr am@tpr@rd.na% @utoﬁnaea mﬁa A éy%teﬁ” fb%@!‘tﬁm%or
nDdlflcatl n_bas ost of funds and one

more ISPGETENP ran‘aé’f %’-’Pg’ﬁé"ég” p%@?sd‘”tggllﬁ;@c%s g fmafg'"ﬁm?a@f&was one or nore
I | quidity pr éf @ceraws withndrssabpdctontbe oresert ingerpiay,miané istpeavited a predpdsi ng a

nodi f i cat g step
finds thaﬁrggbg?@]gﬁﬁégn&@%? |tg¢1nslog9 {r&sgé}%%&%"eéﬁé 6@8* %qdcsagéeﬁeeg&%ﬁﬁﬁdr}%{;l fying

sai d one2GPMREFEEH RARERLSeHiBP A eml,‘-ag% Eceiying@ Bl epstfyngsend eeganci al
i nt er ventmoonlighifityepréfaienckspasdiyr's dost ofifuady aldne omninbria liquidig paefderasgaad of t he

present bnéf&nﬁareaayn%enﬂ@ﬁs' & a%e\sa%ﬁ%?em.&@é.mgrea‘ ostfo@ﬁjnhé %@@écﬂgdb

nmodi fication of pay in atran
seller, é@ﬂﬁ%%?fh’gﬁa'daﬁe”%se'eﬁ'rﬁiftl@Sﬂ%@@c'ﬁqdﬁmeidapli%éieterfewesmwheB&fﬁalﬁge
" recei Vi ngamsatiioy & dligible d&rtmodiitatibn Bsked aaeaeelnlgeﬁ ofi sﬁ@&ﬁyeﬂi ccfsUded@xC(iis argl one or
nore pay s, af S m n| whet her, transaction
o a1 gt Bl iy pliehdnBl B Ll B L o BB Ly o e et
of funds pfeéeéﬁr@e% énq w&id enpep yeregfaym e ms; &mpoeag | rr@dlécmn teseid opaghent terns,

and  pr opof pagnmtwﬂsifeaaaetm.ﬁ.@ St MO MSt Lid t%é&tn&ﬁ)!@ﬁr{ﬁle foerms if said
det er m ni ngmcagl for nodification.

sai d_transaction
I'n accor dance W taﬂé '30‘?5’(‘"983'3% (IE,rtmc'é? pqyﬁgntﬁl?rg?é'hfa'qewgﬂ 'F'bW'thQE"here i's
- pr ovi dedfirgpnpigtitterdentipo by arthétd pgrivng t he paynent terns of a transaction between

a buyer and ansRédr@dnce m%c%h@%peé%f th@p@@éﬂ?%@ﬁtkﬁ%’er@ sPAfYdedh settlenent
er's co funds, a sel s cost of funds, and

exchange e
one or ek %@9%@ E‘gt"}gég SQfcatpnf HWE{ e in aérﬁ'éﬁaﬁtmbﬁavemepwef andgi d
t ransact a egller, soraprispyidt @ chbmputerized finanéitliseriehars egchaingd, masiting abperd cadn sai d

buyer's gQgtasof seli %Q%ﬁﬁl ff’ﬂth&ls arﬁFAn%%Fm%r %§ﬁ1erﬂfterﬁ1§'9fjastran§%or§a' d one or nore

~ paynent terns; sal ynent ternms in said
t ransact Ped?f"ﬁ'wnggfﬁieﬂleawbtfweﬁt'wys sligile ﬁ°f 'ﬁ‘ﬂ@“{aﬁ%[t b9§94 o leastin gt e wifl i s
el i gi bl ebuykir cosmd funtls; 3bili Gelier's aswmﬁd&neealwbﬁdbrmér@puﬁﬁenﬁsmp&ndof t he

present rﬂﬁ/o%ﬁ'% Ta%d)l;lrcgf%[‘u ‘t:‘\c{ éa?d dNe I%Y an%%agﬂ 2 ac | 0 n ?elvf%r%ﬁrlungp g nggthg '

m)dlflcalon natr nts,
conpr i S|Wtr@%%'@ehﬁilée@fmﬁﬁif’@“%ynent t erns of a transactl on between a

first partici B@éﬂrdaﬁ@é’lwﬁl SOROHDRN the pleBai invbftiod, (RAERWr&ided Bthdiloaanci al
settl erreflar moa( ﬁmg 91% payment terms of a transaction between a buyer and a seller, comprising: at
a computerized financial settlement exchange, receiving a buyer's cost of funds, a seller's
~cost of funds, and one or more payment terms of a transaction; ‘deter'mining whether said
transaction is eligible for modification based at least in part on said buyer's cost of funds, said
seller’s cost of funds, and said one or more payment terms; and modifying said one or more
payment terms in said transaction if said determining step finds that said transaction is eligible
for modification. _
In accordance with a fourth aspect of the present invention, there is provided a
method for facilitating the mo.dification of payment terms in a transaction between
participants, comprising: sending one or more payment terms of a transaction between a first
participant and a second participant to.a computerized financial sett'lem_ent exchange
configured to determine whether said fransaction is eligible for m_od_iﬁcatibn based at least in



configured to determ ne whether said transaction is eligible for
nodi fi cati on based at |east in 27 Decenber 2006 5a par t27ddecmieer 2DO&t
participant's cost of funds, said second participant's cost of funds, and
said one or nore paynent ter ITS' and receiving a proposal fromsaid
exchange to nodify said one ngre paynent ternms in said transaction if
sai d exchange determ nes that sal transaction is eligible for

modi f i catAegrRn spid firstragicipanisaostiof lands. faid sagortspaetisipantis costef fondssamt saicnvent i on,

there is e Gk/dndr@(fi)aﬁnémtehﬁg and ﬁé&elﬂiﬁﬁjé bobdrdl deﬂﬁ‘sdﬂﬁékﬁﬁé?lbe tohdy &id éhe
one or nore paynent

t t t tl sen
terms. of SMORIRUREN BRe BERHIER e o A PLr SRy S Cessrhon
parti ci paneligible for reasiifiseiioar i zed fi nanci al settlenment exchange configured to:

determ ne wh etlrh@écord§ﬁdedvﬂ1 3R Qéb%bt@f‘thb%re%ler‘nt%v@rht%n ftf‘?ér fg[b%v def @lictbgPased at
? unds, sai second

lp:?ts |t c: Béﬁ%@‘fﬁﬂ% e B?V"}eh{fgffgns iﬁﬁagsagt&ﬂt&ﬁ@ve%? FS’W@HBawﬁimq &9 and
nodi fy saneoomerepeymmant ermpegf rEabsatimrigiveen adirstipdriidpasteidiacecdni sai d exchange
det er m n@gritipa to ast?dn%u{eﬁ‘?éaﬁfiﬁgﬁdap&tﬂe%eﬁ{ éxgﬁé%%;&cénﬂ@ﬁé@ﬂ' ééft&ﬂn'e%eth@tnd

receivin fromsal exchange notiflcation o ication

accor dancBdfppscionds %ﬁ'e&%‘"w&ﬂf"ceﬁmw@dﬁr least jfx pertiop sAE fighparidpepts dost provi ded
“a fi nanef fahdss edit seeomhgarteipahizngs osysd BCLRYDNe S MErediayrh €A Srme 2ad Cogput er,
wherein r.& nds, a

sel | er' s%?ogt/t%i) n%%?ﬁuore%@ﬁa&ﬁ@r”éﬁsald?r%ﬁéa\éf?o% |faSataLe'>XS“hra n’§ 89? rénlnt%? gﬁlg acti on:

- det er m n&¥d {AERtion 'szé'ﬂfé’etf?ré'wgﬁéﬂﬂpﬁr@”ﬂ éecéll"'ﬂ@ reyn gail G¥Cha"r*ﬂﬁd1°flficémn|<1§n based at
"1 east | nsganiodiecatiemi d buyer's cost of funds, said seller's cost of funds,
and said one nt,ter and modi fi tlon to said one
or more  pay mqe}{\ g%”r?g% §%‘1t|hcfs%enf°frt F?{%{)e“gﬁ Fde‘eEeH%\Pro‘é"i i%F transaction is
el igibl ef'm%lpla‘rﬁﬁﬂlﬁmpﬁt&w@nge JypteRIcomPiNgc leabtione goremileswHerersgpittat leskt t he

present bhy&sitputp rec:él%raﬂouw&'sr%ﬂ\bf fdRd, 8 selfel Q@d%%f@dnﬁ %E b Hor&XChange

tem conp t | easf on n said at |east one
- ?c/)?rput er ?é"cé'?‘?é‘g”zaﬁrﬁ t'°§' %eg%r?“”g? W&’?}hﬁﬁ‘dé’a%@ﬁm@r‘s Qaplsder of funds, and
one or rrmoémr_:qbaylmn@.l attlwsms pert omsdid Buysesotosiond funde tseid stlleéscosheftfilnes, sai d .
transact b@fsgiorlor Bl Byt terrﬂ?%hz'l bl%ﬁ&éegg n%ﬁlnﬂlomo éaﬁ%g of RoRart on said

ey oen: FOP e S RGAEA i 3 el S sdenironr o
~det er mi nat i oninfacomtdarcbatth s seveinth kepestd theqitedest itlehghnbiherefiOsrow@dia | cation. In
g? g\?lr gggﬁ%n%nl;sgﬁ?ﬂeerﬁ iﬁ%@%&o aszﬁglﬁ %mﬂ %[’:SLI’IE%t BE&% %%oerﬁcﬁq %/eﬁ %hepeﬁi S éc?ag Eer%g[pr esenti ng
sequenc e FPMPHREIeFgitaBadKer's P! eﬁumeﬁs%'ﬁw@ﬂ fusgs. and engpuimorg zed fi nanci al
set t | enepdymekabRizga tramdbion; deRindinexwhaing eaitl @asetoH issligibegsrhod for
Lﬁ;'elr ! ;n bfﬂﬂza %ebaggéj%t IéagﬁFl %»ﬁp 0 sami%u&lerms‘aslnct tto‘tefu nds, Is%)lfl ?%Iet‘ r%g@)gft Igog Otsj,? t \(l)\?en a
' and sald one or more payment terms; and modifies Sald one or more payment terms if said

determlnataon finds that said transaction is eligible for modification.

In accordance with an eighth aspect of the present invention, there is provided a
machine readable medium having stored thereon data representing sequences of
instructions, which when executed by a computerized financial settlement exchange, cause

~ said exchange to execute a method for facilitating the modification of péyment termsina
transaction between a buyer and a seller, the method comprising:_'receiv'ing a buyer's cost of
- funds, a seller's cost of funds, and one or more payment terms of a fransaction; determining
whether said transaction is eligible for modification based at least in part on said buyer's cost
of funds, said seller's cost of funds, and said one or more payment terms; and proposing a
modification to 'said one or more payment terms if said determinihg step finds that said
transaction is eligible for modification.
In accordance with a ninth aspect of the present invention, {here is provided a
' machine readable medium having stored thereon data representing sequences of



funds, a seller's cost of funds, and one or nore payment terns of a
transaction; determning whet her said transaction is el draseabpp2006
nodi fication based at least in part on said buyer's cost of funds, said
seller's cost of funds, and said one or nore paynent terns; and proposi ng a
nodi fication to said one or nore yment ternms if said determning step
finds that said transaction is elrgible for nodification. In accordance
wi th a nilPRtHelioes sich when ereciiedizyeagompyipdzedifipancial $attfementexphangé.deebea nachi ne
r eadabl e m@mwien@u&tm@ﬁbdf&ﬁﬁ@ﬁfﬁn@mb aamw L&A r bvanSREMIRGRSN Of d27
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account s "§ayahia andLenit ﬁﬁ@%‘\sﬁqtpbﬁo%@tﬂ@f bqnb'ﬂ&ﬁosﬁctf@@hl!ﬂy to acselefateabl e and
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o t hat
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“avai | abi b¢cbyntmgaﬁy’r&‘tgﬁgat§,ﬁt urn on capl tal enpl oyed, and favorable
accounting ch@rag erization dition as the nunmber of participants in

't he exchange jtion, ag; BH?'H'FFéBE%a”Eﬂa”tS e PrhRs o seeEoUePpr act i cal .
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uni que know edge of the transaction patterns of its participants,



-~ A nethod and system are

thereby giving it a unique ability to expand the supply chain offerings to
partici pants. The forggoing and other enbodi mentg and asjydoecendier 26@6

presen{v Mn wi | becone apparent to those ski pCefistdbsiobeamrt in view
of the subsequent detailed description 5 of the invention taken together

wi th the appended clains and the acc§rrpanyi ng figures. DESCRIPTION OF
DRAWNGS FIG 1 is a schematic diagramillustrating two exenplary system

terf bet t d the f I h ,
Toc eae mw@%&@&%@%e& of the eringhoT REEP 96 S R AR, PO

schema wc%g%@mwaﬁyﬁ‘mmgmmm he user
| nterftéfé%c@é%grﬂf | naﬁ&eit al ettlerrent exchange. FIG 3 |s g chart of

an exenpl ar ﬂbprfmgmngﬁmioﬂ:ac@bﬁmag d psneato thegresenb yp: ons

:gets\(,:\ﬁgn R b Wl}tﬂ ﬁgﬁi % ﬁ&@&vﬂf@r%ﬁ%mn and ‘fundlleI bGet \A/\f/e:afl

partic |0@g5g1§v@méntté]@nft¢gmmmﬁe@ﬂmdwclamm@emmmﬂmmf@uyer / weak

seller scenario. FIG 5 is a schematic diagramillustrating the flow of

i nformati on and fiords 20 bet ween participants and the financial settlenent

exchange for a weak buyezp N@FDRQWGQ. DETAI LED DESCRI PTI ON 25
escrl or facilitating settl enent of

transactions between parties w t h differences in their marginal cost of

funds. Reference will be made to certain enbodinents of the invention,

- exanpl es of mi ;hﬁ&mwwmmmmmmmms. Wi le the
‘invention wilhk be descri on.wth.the it will
Y undé@%@ﬁﬂmmm%&%%m‘i‘ﬂ;‘eﬁ? H‘ e¥qhange Eﬁe"ﬁaﬁ?‘rﬁ?‘dﬁp f{%ﬁ{l%ese 30
-'partlc E%}ﬁ . On the contrary, the invention is intended to
cover %% rnatrves, rm%b?ﬁcatlons and equivalents that are within the
spirit and ﬁ@ﬁﬂ%&¢@m%@ﬂm@ﬂ%%ﬁ§? Qins 27
‘Decenber 2006, WO 410036 { 020243 7 Moreover, in the
f ol | owiter ntsElars o Mﬁ%ﬁ?%{)%% details are set forth to provide
a thorough yneges s ANSweHaRbf iﬂl&ﬁiﬁ&?qiroaasyﬁmtfamhtauhpmﬂmentlcﬁ' wll be

apparent to one of ordi nary Skl I n, t e art t ;& gventlon may be
- I act | demsaitiohobetweerepastiesyuith pir arg ances, methods,

procedures, ﬁ&”ﬂ%‘%ﬁhﬁmaﬁ@&a&%@ﬁf&&ﬂd@h flow of information and fimds
between participants and the financial seftlement exchange fora slrong buyer/weak seller

scepario.
FIG. 5isa schﬂmat:c diagram illustrating the flow of mfcnnauon and funds
20 between participants and the financial setflement exchange for a weak buyerlsn'ong seller

Sﬂenano.
DETAILED DESCRIPTION

B | 25 A methiod and system are described for famhtaung settlcment of uansacuons

- beiween partm with differences in their marginal cost of funds Reference will be made

© to certain embodlments of the invention, examples of w]nch are Jllust:ated in the
accompanying drawings. While the invention will be described in conjunction with the

| embodiments, it wﬁl be understood that it is not intended to limit the invention to these

30 | particular embodiments alone. On the contrary the invention is mtended to cover

| o altemahves, modifications and eqmvalents that are within the spmt and scope of the
mvent:on as deﬁned by the appended claims. :



5 are well-known to those of ordinary skill in the art are not described in
detail to avoid obscdring aspects of the present; i nventdieceDber 20qnt

sour ces OY¥Q #4893¢8» fi nancial terms sonewhat different ) or scope
THUS, IN THE SPECI FI CATI ON AND CLAI MS, THE DEFI NI TI O\ISH%%% “B\BELOW
SHALL BE CONTROLLI NG 10 buyer - Any en)tity t hat purchases goods and/or
services froma seller. The buyer typi cally takes delivery of the goods or
services pri omg |n trade: edit, cost of funds -

o Rl B‘rﬁ‘%m ipdon. lé‘?a@f‘éﬂlb?rarasetm

The marginal borrowing rate feci pant
as appl i EEyide a@@@&b@ﬂdafhiﬁﬂdﬁagﬂfﬂ@r@%ﬁt HERRD Ul wdler tlf@ﬁf’n G g}&gt hat a

seller i tend to a buyer. entit An entity ca
person, lnw(%u?cggérykﬁﬁ?éﬁ ’QF‘F’BWDIB g@mﬁsﬁdp‘aﬂxgnmhement agency,

or uni vep&hbﬂmmksaﬁmmsﬁﬂcg rce plann syste
g corrputer 0 applijcations angﬁ]g?ga%ﬁs G 3‘8‘@ ﬁﬂ%‘ﬁ‘nﬂs&
cur endfitH ot thosg of m@maﬁnmmmmmmso%oﬁ Geceurs

vvhen a tb‘bs&ﬁn%?% ncial institution such as a ba provi des
financing for a ransag{ ng%Se {@&E‘@H’ﬂa buyer and a seller. financial

. settlenent exB@r@ﬂsbﬁm&erﬁMé[mts@h ‘tepaﬁ]g‘jﬁul | itat es 25 :
- financi &m@ rece| vi ng a buyer cost un
cost of MKWEWMSWRM er m ni ng

whet her BEBOWSHM&IBEQ?@IQTRUI&IR@ for rodification based at |east in
t on this received information; and proposing a nodification to one or

e of the JUYREmAReiY azaapmhmmdsnngeeMcembﬁl Ddelib) The bFaB- 30

The exc ]WH Q ca consj der other infornmation, such” as the '
li quidit er enil:%s % “‘l%)?é?%%ﬂ”l*ém@mﬁélwseﬂmngmdees whet hem,\)

a transmdmn Is eli g| bI e for nodification. The exchange will also

- typically i np(zlgftmi’?u d| fication without financial intervention by a
“third party g P06 muDudl BteatR66Qte of a
PCT/ US2 @i a@, m)st cases, the exchange conputer systemw | be
hat goes business with nultiple buyers and nmultiple

ggrt of an entlt
Il ers, but °Wﬁﬁi€mf?§h%mmamm¢ﬁaﬂeﬁeﬂmﬁm%ﬂéﬁyw yer or
sel | er. GM%erufe is al so possible for the exchange to be part of a

_ entity — An entity can be any person, mstxtutmn, company, corporation,
partnershtp, government agency, or university.

~ ERP system— An enterpnse resou:roe planmng system, i.e., the computer

20 apphcatmns and systems used to manage an cntxty s procuremcnt and ﬁnanc:al
' transact;ons :
financial intervention — Occurs when a third party (e.g., a financial institution ﬂ}

' such as a bank) provides financing for a transaction between a buyer and a seller.
_ financial settlement exchange (“exchange”) A computer system that facilitates
25 ﬁnanczal settlements by: recelvmg a buyer s cost of funds, a seller’s cost of funds, and one
or more payment terms ofa transacnon, determmng whether the transactxon is eligible for
modification based at least in part on this received mformatlon, and proposmg a
mod:ﬁcaﬁon to one or more of the payment terms and/or modlfymg one or more of the
terms. '
30 The exchange will also typlcaﬂy cons1der other mformatmn, such as the hqmdxty
.- preferences of the buyer and seller When it detemnnes whether a transaction is eligible for

modification. The exchange will also typzcally Jmplement the modlﬁcatmn w:ﬂ:out
-ﬁnanclal intervention by a third party (e.g., a bank).

RO




- econom cal |

particul ar buyer or seller. For exanple, a strong buyer could setup and
operate-a financial 57settlement exchange with igs sell ei/sbeprmesr8edy, a
stron seIIF gguld setup and operate a financial sattrissmenezdchange with
“its bl 043¢ exchange conputer system i ncludes a nmachi ne readabl e nmedi um
W th stored data thereon that repregent sequences of instructions for
operating the exchange. forfait - The process of purchasing accounts

receivable froma seller on a non 0 rec en8Rdhhi @aci ng t he
pur chase thtmgﬂcawse%@ﬁ?wg%ﬁ?ﬂlﬁ‘gews{eﬂjh@& |t|aa?mtﬁeﬁkrjrcgl - The terms of

trade (e;0. . ERMIBALI SIS mbREsalergaurwEh ipr sypRpita{ioBut , et c. )

agr eed transaction is ente i nt.o. references
- The ?ﬁ‘ﬁt;@qrﬂ@@wﬁ&mf Hawevas i iaalsp W@"c a‘eé?&l@ng?g{q%%ﬁgd%cel erate
cash fTows in exchan r_decrea L&A8 Sslup ] bate hFimmcigl nal
borrompﬁ@c\ﬂaféﬂﬁef?ﬁ qfeﬁ'c? gggn% gllwr%gl I nt erest r%?%apassom ated with

hor t n%&ﬁ%gﬂgy ‘{,ﬁ?gﬂgg wili[GSsefiadse Cofversely.or iong selles eppld s5Wp

_ eter orrower, which the participant may arrend fromtine to
time. Hﬁ&mfiallssttkmt gecwith 1ty bayers participants to accurately state

this rate, r st at Lok fiAEKihe véalihbletedm withrstored
e?‘? \7§g§&%ort uel'rl1i|pt ?glsa for trafr:]sagt '@ﬁgga@nf i cation or cause

20 ecom&%g&a@&mﬁm&e@ﬁ&ﬂﬂ@ﬂ%ﬂpﬁf@%ﬂg $tcur. nmarginal

i nvestment rate_- The | ncr epe vhiblk Gloffa sl enaswnaei at ed
with short tfeﬂ#\‘tl‘n%l’%ﬁ?? ﬁas %?e I's l%regiferabl y a self-specified rate

_,,_,determ ned bgﬁ%?gl} a,% {n%rﬂle Ed%euheumﬁemdrsmmpfaﬁ@ﬁd fromtime to
rong |

19 e centive for participants ly state
“this rate, aa;meemmnmofméﬁ%gaw%Wé%’%@ I mit

econom cal |y at t Jactiv or §nd Phrarlsh@lbndstntoredimei f i cati on or cause
~ econom pE PRy disga ﬁ?@nsac‘?}kon nodi fications tQ_occur t‘[S)art I ci pant

- A party toh PETREIeeS %}émnlmmmoﬁpﬁmBm@rm theganeplerate Oy entity
that sells s and/ or serwc s to Bt%%er eag%‘%g}g gredit - Credit extended
by a sedldcelerdt@c@hﬂmmtﬁﬁ pay 30 the seIJ{t&r at a
future date, Qrmﬁg%menmomﬂmm@wl

dénerally cﬁ’ﬂﬂgwhl)ég ﬁ{t

: Imts. transaction ;. A purchass ds
and/ or &ﬁh%h@&sema?omﬂgcbmsm@smm eé@%?ﬁ%%?ﬁ’??ﬁg’ %3 9
FI G illTustrate enpl ar Sth TS STHeRS Meeesrong eehfivd pant
. and flhmnwm“@@ittfi%ﬁﬁﬁtx’ g&dﬂ%% %&lgﬂ#tlm pant. ERP syst%mllﬁg can send
- infor rrah;r%&pm to accurately state this rate, as overstatement or understater
| limit economically attractive opportunities for transaction modification or cause
50  economically unattractive transaction modifications to occur.

marginal investment rate - The incremental or marginal interest rate assoc:aied

with short term investments. This rate is preferably a self-specified rate determined by the

investor, which the participant may amend from time to t:mc Thereisa strong

for participants to accurately state this rate, as overstatement or understatement will elfher

| 25 timit economically attractive opportunities for transaction modification or cause.

incentive

economically unatiractive transaction modifications to occur.
participant — A partyto a transaction, i.¢., a buyer or a seller.
" seller — Any entity that sells goods and/or services to a buyer. . ]
. trade credit — Credit extended by a sellertoa buyer that permits the buyer to pay
30 ﬁe seller at a future date, e.g., 30 days after receipt of goods. Trade credit is generally
" capped by credit limits. |
transaction — A purchase of goods and/or services. '




and receive informati on from exchange 100 via accounts payabl e nmodul e 120,
accounts receivabl e fodul e 130, and connunlcathn | i neg7 IE@epber 261D
AIternathE%w&W%m&toner 5 interface nodul e 140 can send information to and
receive information f rom exchange 100 via conmuni cat ifSrF/¥7248%029243
Communi cations |ines 150,160, and 170 agn be lines in virtually any type
of communi cations network, such as the Internet, a secure private network,

or the publlcﬁﬁtidh&daﬂegzhﬂp&gyﬁgpl FIG 2 illustrates
exenpl ar ts of the user ?ﬁlg %ace %‘g%mé‘wlpa@@ndncl udi ng

on
panel s d?ﬁggﬁ?‘g@] §p “gicntexshange 199e Papiidipnt BRIPQHsteB010as | QUI‘%}IF% ’Fg’recast

trading an@fdceﬁésnfg&{%a dity.schedul e 220, net
230, |iquidj ég preferenr?%eﬁéonllﬁ%glm %"‘f my@mm@mmm( and

typi cal | §F<EW ﬁmhq&nﬁﬁﬁmaﬂzﬁmé har | an exenpl ary
process fugsreds EH%H set nt. of trggs?g%?#@n tﬁ’é’ﬁ%‘&‘r%’ﬁ eés Wi th
differences In thelr ﬂﬁ’g@ “éﬁfqu%mﬁﬁmﬂl@ﬁﬂﬁle gant s
enrol | V\Wlﬂltrommgenﬁﬁ&m rI ai rmation t t emsel ves
and abouy i r cr ed| t limts %Eei G0s Jin ?%qﬁﬁ»r‘{ﬂﬁérﬁf:@ehpemy
anlt | [re mPﬁE ofeopmyen: nbyle aé% ti qe’*té"’"tr t&?i%gt 20 c. A
i mitat imbwo nane, = b. Par ant’"s ss. C.
uni que enter%ﬁ se H@% é c?g?lf‘i%’%e&aeet(@rlgwsm axpayer ID), specific to a
busi ness uni tFl Zulﬂlstrpmséxml HlaRt corpa ?ﬁ%ﬁ%ﬁ T%,i_dggve mul ti %ﬁ' uni qge

- change 108 ts. d.

efy erpri tiqQn codes, spec
_Partici gﬁtmgggﬁeﬁ @@I?ﬂﬂﬂgata Omsﬂxmfmmahoﬁz r&‘édiﬁzdaﬂéﬂ%
“includi ungrtﬂ&AZlﬂglﬁet m%;@,ﬁ oun unber s, "and ot her forrrat i on,
necessa or exchaﬁ%lel ?gg’c tb& ﬁ%?@f"‘w ,tllnelduppmfajeneése bank? /3

account ¥ 9@19&@65&1:6&11@& el 9piRANP nt . Credit
limts spemi;m é}ow arti |pan{(s tradi'ng %g?% g‘m&%g@g credlt limts
may be provided by an a XEmRkasy Erchsstfhefapditﬂﬁnglsam&;neﬁtaRP system or
.30 nﬁng@‘ﬂ@m)beﬁvﬁeﬁlpﬁdms@fﬁhﬁﬂ%néd& Byegrl cal | st or es t he enrol | ment

ta s i nformation can

ilgformatlon ép%t hé’d’r eceives in a

be changed a lmmﬂmﬂhmdmgeliﬂo i‘(mh%o?rﬂﬁ i %g)ts have

t he abidbiotythemsaldisisid %?8 tr%?%o tlmze the Dal'ance Cenber

2006 VO 2004/ 003689 P 6P Of Yeeir trading partvers. Exemplary =
ent information received by exchange 100 includes, thhout hmxtauon

a. Parnmpant’s legal name,

b. Paruczpant s addregs. :

¢. A unique enterprise identification code (e g a taxpayer H)) speclﬁc toa
husmws unit of the partxclpant. A participant may have multxple unique

| enterprise identification codes, specific o multiple business units. .
-d  Participant’s cost of funds.

20

-

e. . Participant’s banking mformatzon, mcludmg ABA routmg numbers, account
numbers and other information necessary for exchange 100 to direct ; payments

into the appropnate bank account, and debit payments from the appropriate
 bank account.

25

f Credlt limits specxﬁc to the partxclpant’s trading parhzers These credit limits
: | may be provided by an automated linkage to the paxtxcipant’s ERP system, or
30 | manually key-entemd ‘ | :
' Exchange 106 typically stores the emollment information that i it receives in a
database. However, this information can be changed as needed by the participants. -For

- example, participanis have the ab:hty to adjust terms of trade to optimize the balance




bet ween cash flow requirenents and financi al performance on either a
bl anket - or discrete gtransaction basis. This car be acc@éfflecember #p6

adj ustvkggﬁamp%égl Ci pant S registered cost of borromp@gugmbmmmhange 100.

At ste participants establish their liquidity preferences.
Partici pants have 5 robust abiliti e1 to | ndi cate their preferences for
accel erating or decel erating cash fI exchange for decreasing or
i ncreasing profits. For exarrpl rt [ CI an | | it ty
pr ef erlestwesn @b flow EErenens g "B%@F% ﬁ@glp%ﬁn%gtxqrrﬁlm n

| i qui #a#ﬁ%o%%ﬁoﬁﬂmwc% n%m ot bﬂuﬂj@gﬁng dparticipantiyregisteiedatogirdm um over

the ma row ng rate zing liquidity at a better than or
equal p@sdwing witteexehagierklb. borrowi ng rate, or 10 maximzing liquidity at‘up

to a speC|f|ed di_.scount 1o the W@ése?aﬁﬂ pats hiveef er ences
coul d be ex t%ﬁipa’é" é?aﬁ%egggg% % ates, or until further ,
oticeg, 1g;p‘,!P} ﬁ&m&@%{ﬂ mnéescfbﬂdxﬂielem!mgaxdwlmé]hg@“&

I qul

ecreas H Ity at a specifi ed em um chfggm d nvest nent
rate, dmdiaaﬁfm@eﬁmnaiwwmy r??‘?JWB R%h rgi nal °i nvest nent

rate, decreasi Ly @%&Jsé &é&wm&ﬁnhhglm[ﬂ:dmymal 15
_ .borrovmﬂﬂ‘é‘dft& %@P ‘%%ﬁé%?llﬁg ?mgw It 8 'f any prem um ggnt he mar gi nal
- bor r owipgcésttBaximiZifg By QW@WGWMWMQW&%W Y e day, a
range. of” dates, or unt|I ther, notic d {TAnS ¥RE TS
prefereat&enmmilﬁ‘élﬂ“l’ﬁ%?é%‘?’ a?r Qstlg% r}]&l&w g?"t)y %'th not both. A
. art|C| ant s‘issp@c,ﬁé@wa,ﬂ:emgmﬂémnmm ©¥ decrease
qui di Mﬁhﬁhp% t%
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| }  after an opporiunity is identified.
At step 30, the participants integrate their ERP systems with exchange 100. This

-  integration enables exchange 100 to receive details (e.g., payment terms) of transactions

. 95 {hat may be eligible for modification.. In one embodiment, exchange 100 has standardized

o interfaces to mainstream ERP packages (e.g., SAP, PeopleSoft, Oracle, or Baan) wlnch
allow the participant to upload batch or real time outputs from accounts payable and
accounts receivable applications into a secure network, and to download batch or real time o
inputs from the network. These standardized linkages eliminate the need for customized

| 30 EDI transaction sets or other regimented protocols, or the need to manually key-enter

B transaction data. In this embodiment, the pa:ncipant implements a fully antomated

integration with exchange 100. As shown in FIG. 1, this mtegtanen takes place by
integrating certain applications of the participant’s ERP system 110 with excha_nge. 109.
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B8cenber 200k step 60, exchangc 100 evaluates the transaction to identify opportunities to
- modify the payment terms of the transaction. The mmal terms of the transaction must |

match (i.e., the terms and amounts must be consistent between the data received from the éj |
. buyer and the data received from the seller). Exchange 100 determmes whether the

transaction is eligible for modification based on a number of factors. These factors

25

include the respective cost of funds of the buyer and seller and the terms of payment. In
addmon, the liquidity preferences of the buyer and seller, the credit limits established by
'~ the seller, and the credit quality of the seller are typically evaluated.
In step 70, exchange 100 proposes a modification to one or more payment terms 1f
it determines that the transaction is eligible for modtﬁcatmn. In some embodiments, such-

30 | as a fully automated system, this step may be omitted if the buyer and seller have

| previously consented to having exchange 100 make the modifications automatically.
| Many methods can be used to allocate the financial benefit of 2 transaction
- modification among the buyer, the seller, and exchange 160. Typically, there will be an
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. In step 90, exchange 100 notifies the participants of the modification. If the

“ ' participants have integrated their ERP systems with exchange 100, the participants’ ERP

. systems are updated by exchange 100 with the modified payment terms.
In step 95, m some embodiments, exchange 100 handles the transfer of funds from

25 the buyer to the seller on the settlement date and updates the participants’ ERP systems.

| | | To further describe the process of the present invention, three different exemplary

scenarios that may be encountered when using exchange 100 will be described: (1) the

strong buyer/weak seller, (2) the weak buyer/strong seller, and (3) the forfait scenatio. Lo
FIG. 4 is a schematic diagram illustrating the flow of information and fimds

30 between participants and exchange 100 for the strong buyer/weak seller scenario.

- | In this example, an investment grade buyer 410 with a (LIBOR + 0%) bommowing

' rate is purchasing goods or services worth $1.0 million dollars from a sub-investment

. grade seller 400 with a (LIBOR + 5%) borrowing rate, with payment due in 30 days.
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grade seller 400 with a (LIBOR + 5% borrowing rate, with paynent due in 3
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- sal es, interest expgnseib y an egm)un greater than the discount on the
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sejlcr 400, and exchange 100 by modifying the payment terms of the transaction. In the
exmple_ shown in FIG. 4, the benefit is $4,109, which is calculated by multiplying the
amount owed ($1.0 million dollars) by the difference in cost of fands between séller 400
and buyer 410 (5%), by the time reduction in days (30) divided by 365 déys per yeaf. .
After evaluating the transaction, exchange 100 proposes to the participétnts that the
.paj./ment terms be modified by reducing the price and accelerating the payment due date,
. ms proposal can be fully automated, seni-automated, or manual, In this éxample, buyér
41(} (payor) would increase ptoﬁts by reducing expense by a greater amount than tl;e cost ‘.

- of funds incurred as a result of paying the seller faster. The seller (payee) would increase
profits by reducing expense (e.g., -

20

£

- cost of sales, interest expense) by an amount greater -
than the discount on the selling price. In addition, exchange 100 would receive a fee for

xdenni’y}ng the modification opportunity and/or implementing the modification.
In this example,

30

| because the buyer is strong and the scller is weak, the payment

- terms would be modified such that the financial benefit of $4,109 is split 80/10/10 among
-. the strong bt;yer, weak seller, and exchange 100, respectively. For example, the selling
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paynent terns. Exchange 100 eval uates the benefit available to be shared
bet weerrepaeyang resolution. -

20 _ Exchange 100 also determines whether the liquidity preferences match. In the

example at hand, seller 500 wishes to extend the payment due date in exchange for an

o * increase in price, and buyer 510 wishes to pay in 60 days rather than 30 days in exchange

for an increase in price. Thus, the liquidity preferences match.
Exchange 100 evaluates the credit limit that seller 500 has set for buyer 510, to

25  determine that an extension in date or increase in the amount is within the credit limit. In

this example, the credit limit will not be exceeded by modify_ing the payment terms.
Exchange 100 evaluates the benefit available to be shared between buyer 510,
seller 500, and exchange 100 by modifying the payment terms of the transaction. In the
example shown in FIG. 5, the benefit is $4,109, which is calculated by multiplying the
30 amount owed ($1.0 million dollars) by the difference in cost of funds between buyer 510
 and scller 500 (5%), by the time extension in days (30) divided by 365 days per year.
After evaluating the transaction, exchange 100 proposes to the participants that the
 payment terms be modified by increasing the price and extending the due date. This

i
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The various embodiments described above should be considered as merely
1Hus!ratrve of the present invention. They are not intended to be exhaustive or to hnnt the
| invention to the forms disclosed. Those skilled in the art will readily appreciate that still
: | other vanatlons and modifications may be practiced without deparhng from the general

spirit of the invention set forth herein. Therefore, it is intended that the present invention
be defmed by tbe clam:s that follow.

25

30
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- nmodification to said

20 .

[
P 13
Sl

25 illustrative of the present invention. They are not intended to be
exhaustive or to linmit/the invention to the forns di scPéSedemppndWeski || ed
in the hdiog €adi I'y appreciate that still other p¢qi 43nd
nodi f i %%W%’; be practiced w thout departing fromt heﬁgdesﬁiei%l spirit
of the invention set forth herein. Tgrefore it is intended that the
present invention be defined by the*Clains that foll ow 30 27 Decenber 2006
WD 2004/ 003689 PCTI US2003/ 020243 16 What is clainmed is: 1. A nethod for
nmodi f yiWhatiheajmegdaent terns of a transaction between a buyer and a r
seller, conprisi ng: 5 at a computerized financial settlenent exchange,
rece|V|ng a buyer's-cost of funds and one or nore I|qU|d|ty prefe ences
sell er'ys co methddfbsmodifying tie mynot terins gfia tanspciionebatyvesrcabuyes or‘
nore paynment ternms of _a transaction, wherel n said buyer's cost of funds S
speci fi ed byele OMPEINE and sai d seller's cost of funds is 1.0 specified

said seller, dagta HipRieRged el s@fédehroxolmpt) on is eligible for

e

dification bas | east in part on said buyer's ost f unds and one

~or nore |iquidi tmmgem@@wsseﬁ@n%%?n@rmw SIERESote or nore

liquidity preferences, ,;and "ﬁﬁﬂi ncokpami 6ROSi Ng a
i er0§oo§g e payrren x’[@éﬁmﬂé t?'

terns det erni ni ng step
finds that said transa&tm@ﬁpaﬁnaitltgxdﬂd'a‘mmwWh@ramlwb‘&'ﬁﬂsﬁﬁﬁl fying

said one or nore paynent_ terns i % nsa ngth ?5 G4 al
i ntervention by a thiref 1§5P°23i°§ Yﬁ“ﬁ&ﬁ Fud 55 e}'? o ng %H
g@dl fication ef payrrergpe&ﬁ@ﬁ{lkadgeﬁgtansact i on bet ween a buyer and a

| I'er, conprising: at conp

: terized financial settl ement, eig rz}g
-f'eceiving a buyerdetemﬁmhguﬂleﬁﬂnmdmembms glb!ﬁsf"f ﬁfﬁ’a ne or

more 25 paynent terng of ansa Hﬁ&eﬁ
transaction is eligi gslﬁ‘“i‘ %W@&ﬁ%n %%Ese a eO\aﬁgt%}I n part on sai d
buyer's cost of funds, pefkéhcss; hiasellertsist of fuhdy il one or more liquidity

preferences, and said one or more payment m;

15 . proposing a modification to said one or more payment terms if said

' detexmining step finds that said transaction is eligible for
modification; and

modifying said one or more payment tetms in said transacnon wrthout
ﬁnancxal intervention by a third party.

2. Amethod for facilitating the modification of payment terms ina transaction
between a buyer and a seller, comprising: o
at a computerized financial seftlement exchange,

: . recemng a buyer’s cost of funds, a seller’s cost of funds, and one or more
25 S payment terms-of a transaction; ‘ '
o . determining whether said transaction is eligible for modification based at

- Jeast in part on said buyer’s cost of funds, saldsellerscostofﬁmds

~ and said one or more payment terms; and .
proposing a modification to said one or more payment terms if said -

30 - ~ determining step finds that said transaction is eligible for

~modification.




-t

and sai d one or nore payment terms; and . proposing a modification to said
one or nore payment tetns if said 30 deternini ng¢step f47nidecerber 2608 d
transact i W0 208¢/@Bésgi bl e for nodification 27 Decefber 2006 WO 2004! 003689
PCT/ US20031 020243 17 3. The nethod of claim2, furtherFE 3043
receiving in said financial settlenent Uexchange costs of funds from a
plurality of sellers. 4. The nmethod of Tlaim2, further conprising

receivingin s elt].ement 5 exchange costs of funds froma
plurality of b%égtrné*hra’g%fﬁﬂnée SMpising Feperving;in Haid fwengialissittegnenecei vi ng
in said financemhame! doss W finds @812 PRI BF Seifkfs, f unds from a plurality of

buyers and sellers. 10 6. The nmethod of clarm , further conprising
receiving in said financial settlenment exchange one or nore liquidity

preferences frrpm e. et hod .of _cl ai further
. rising determﬁ?ﬁggmﬁ%grﬁ%‘g&a‘mﬁ Wﬂngé“ﬁlﬁig%‘%ﬂﬁﬁmemmf

 whether said transaction is eli gi ble O]

co _
m)g)f i cation lﬂgmg&mm@fundmﬁpmdpwm@uﬁer s one or nmore liquidity
15 preferences. 8. The nmethod of claim2, further conprising receiving in
said financial settlenent exchange one or nore liquidity preferences from

sai d sel Ser. AbeuethbPof@4ilPE Mith&! RidPilina rill ?‘1‘% Cowgﬁé%'é,bags%ﬁterm ni Ing

part on said §¥2 3B@W$ndmlaalplmhtjndﬂbuymehegaI&§s 10. The nethod of
claim2, further conprising receiving in said financial settlenent 25 '

‘ exchange liquidity preferences froma plurality of buyers and sellers. 11.

- TAB 6d of Fot
. THE ol of T meth ol St R AP P iolBAC,

payment ter n said transactjon
sai d nmodi fyin ng( Wm%@qmlpv@mmtﬁnmbmdbnym vention by a third .
party: 13. The nethod of claim Z wherein said exchange is part of the

buyer . 27 Decenber 2006 WD 2004/003689 PCT/ US20031020243 18 14. The

‘met hod of cl am'-@etbﬂﬂ@felahn'éaﬂdthemdmjmg' eterndihin® wileftfer $44 tahsaction
ehgible for modlﬁcatxon based at least in part on said buyer S One or more: hqu:dﬂy
15 preferences. :

8. Themethod of claim 2, further comprising receiving in said financial settlement
: exchange one or more liquidity preferences from said seller.

B | 20 9. The method of claim 8, further comprising determining whether said transaction is

ehglble for modlﬁcatlon based at least in part on said seller’s one or more hquldlty

10. The method of claim 2, further comprising receiving in said financial settlement -

’ _. 25 exchange liquidity preferences from a plurality of buyers and sellers.

11. - The method of claim 2, further comprising modlfymg said one or more payment
terms in said transaction.

30 S 120 The mcthod of claim 11, Wherem sald modlfymg step does.not involve ﬁnancxa]

intervention by a ﬂm:d party

13 The methbd, of claim 2, wherein said exchange is part of the buyer.




c 15. The method of clal m 2, wherein said exchange is not part of the ‘
buyer or- the seller. 16. The method of claim Z, wher ei /7 Sgcambery}06s cost:
of fiords | ecified by said buyer and. said sel ljri/esmeme20m8 funds is
speci ¥ |%6°°’H 3§§9 d seller. 17. A method for nodifying the paynment terns of a.
transaction between a buyer and a S Il er, corrpri sing: at a conputerized
financial settlenment exchange, receiving a buyer's cost of finds, a
seller's cost of funds, and one or nore paynent terns of a transaction;
determ ni ng whether said transaction is eligible for nodifi cat i on based at
15 | east ar u c U dart ofthecteled. | er' s. cost of
funds1 an&]&gp@:ﬁgﬁﬁ%&ﬁ%@%@%ﬁféﬁg&% gnd nodi fyi ng said one or noge
paynent terns in said transaction if said determning step flné%ii that said
transaction is eli le, f ITDdIfI gﬁm B blaget ok dite deller.| i t ati ng
~ the nohﬁ.fic'Ehﬂ@ﬁthég E %t &Qﬁc'h nlgg‘g on& bet wewein partici pants,
onprising: sending one or nore paynent terms of a transacti on between a

irst participant anda second parti Hé %ﬁ&ﬁgrgzﬁ@anm al 25
sett| epgnt Eh@hmﬂgdofolaﬁméhmfﬂ%%ﬁ s | saction is
~eligible foy nodi b t@ﬁdé dil d&mleﬁald first
parti ci pant{"éyeéﬁ’% .sad (%§€a| second part I cipant's cost of funds, and

said one or nore paynent terns; and recei ving a proposal from sai d exchange

-to nodify said one or nmpre 3 ter yehand asai d
exchang deﬂanﬂﬂlnéfoﬂ%i’fyl%&?lﬁ |Hs“|!kei | dﬁ)‘%e for rmdl fication.
%tenber 2006 WO 2004/ 003689 PCT/ 0S2003/ 020243 19 109.

1% nethodfo?e% %7?&%3 he paénent t eens of a transacti on between

‘participants, cat@eom iabspitigpent X $ment terms of a

transaction bet Weteecnewangf QLugtrer’s cost of fimds, a seller’s cost of funds, and one or more

paymeﬁt terms of a transaction;
determining whether said transaction is ehglble for modification based at
least in part on said buyer’s cost of funds, satd seller’s cost of funds,

15
and said one or more payment terms; and
modifying said one or more payment terms in said transaction if said
determining step finds that said transaction is eligible for

modification.

18. A method for .facilitating the modification of payment_ terms in a transaction
~ between participants, comprising:

sendmg one or more payment terms of a {ransaction between a first
partic:pant and 2 second participant to 2 computerized financial
settlement exchange configured to determine whether said
{ransaction is eligible for modification based at least in part on said
ﬁxst participant’s cost of funds, said second participant’s cost of
funds, and said one or more payment terms; and

rece:vmg a proposal from said exchange to modify said one or more
payment terms in said transaction if said exchange determines that

25

30
- said transaction is eligible for modification. .



participant and a second participant to a conputerized financial

settlement exchange cdtnflgured to; determ ne whetfer salﬁ'ﬁ)@mgp% i s

el i gi bl ewiorned/oa3essl | cati on based at |east in part “on sgl

participant's cost of funds, said second participant's (gféislézy)%{oz?ﬁﬁds,. and
said one or nore paynent terns; 10 ang nodi fy said one or nore paynent
ternms in said transaction if said exc ange determ nes that said
transactign i | di fi cat apd. recejvi rom sai d exchange
noti fi cat |90n o%fmgg'f’gf %% tfﬁnsﬁ ?Fﬁ%ﬁ?ﬁ‘i‘%%ﬁ?’t@%ﬂ%change
.system conpri semprisihg:| east one conputer, wherein said at |east one

. conputer receives a byyer's cost of funds, a seller's cost of funds, and
“ one or nore payneﬁ?“dflﬁ?ﬁﬁwm%etﬂammﬂ pansectionticteendfisher sai d

transaction is eligible Iﬁﬁﬁl{ art n sai d
; buyer's cost. of funds, gétilag er’s cos?mfgﬁ’g"ﬁ%gm ﬁ'&f%ﬁqgﬂ%ﬂ? nor e
paynent terns; and props@ﬂsmmﬁmdhéugeabnﬁgm&@t(ﬁal d one or nore payrrent
terms if said determnation,fjnds that sai transactlon is eligible for
nmodi fication: 25 21. A fi naﬁﬁeﬁ?mgé’{'ileﬂ%éﬂg lefarconprising at
| east one conputer, wherein sai dnﬁtd,ﬁ&ﬁgﬁb a@ﬂg@ﬁh RGEaRS @ buyer's
~ .cost of funds, a seller's cost of funds, one or re payrrent terns of
~a transaction; 30 determ nes whet Déﬂﬂcmnﬂsmﬁtnﬁﬁmﬁs,mmdimdimrﬁmﬁﬂt’@r ,
nodi fication based at least in pg%# Pﬁ’fﬂ ai d .buyer's cost of funds, said
seller's cost of funds, and said“oh& (¥ TRAZE paYmeH tersg;
[.Ddl:enber 2006 =« WO 2004/ 003689 PCTAad52003/ 020243 ((( 20 nodifies said one
~or nore payment terns if said deternination f| nds that sai d transaction ,Jﬁ
eligible for nodification. 23 R ipeeni teging in. $add tranpastior ifd.

t hereon data representing sequenc&dg,{change determmwthatsaxdtrausacuoms
' | eligible for modiﬁcation; and
receiving from said exchange notification of said modification.

15
20, A financial settlement exchange system com;ﬁsiﬂgat laast one computer,
' wherein said at least one computer |

:eceiires a buyer’s cost of fimds, a seller’s cost of funds, and one or more

| payment terms of a transaction; |
20 - determines whether said transaction is eligible for modification based at
least in part on said buyer’s cost of ﬁmds, said seller’s cost of funds,
and said one or more payment terms; and

proposes a modification to said one or more payment terms if said
= determination finds that said transaction is eligible for modification.
o 21. A financial settlement exchange system comprising at least one computer;
: wherein said at least one computer |
receives a buyer’s cost of funds, a seller’s cost of funds, and one or more
| o . payment terms of a transactmn,
30 . IR detelmmf:sWhethersmdhansachonlsehgibleformodlﬁcahonbasedat
L ' least in part on said buyer’s cost of funds, said seller’s cost of funds,
and said one or more payment terms; and




5 instructions, which when executed by a conputerized financial settlenent
exchange, cause said éxchange to execute a nmethod for fadi Pecambei?®0Re
modi fi cation o paynent terms in a transaction betmeg&nﬁsﬂwmﬁﬁnaﬁd a
selleﬁ?oﬁwgﬂmﬁ%?hod conprising: receiving a buyer's cost of funds, a
seller's cost of finds, and one or "25 1,0 paynent terns of a

transacti on; deternining whet her sai transactlon S ellglble for

nodi fication based at least in part on sal d sai d
seller's cost of medifies saidong QrPereqR¥FmGHt HER &uﬁé‘?r‘?ﬁﬁfmt‘% ang br oposi ng
a modification to sai d,oNne QL-+3R"§RAYREDE motiffatied sai d 15 det er ni ni ng

step finds that said transaction is eligible for nodification. 23. A
machi ne readabl e medi um having stored thereon data representing sequenced

of. instruct ons I ch when,. ex géﬁ%ﬁ, héds of
sett | er@nt ﬁﬁ"’é&’l? i‘f“ %g%é(d &?’%{fe te a nethod for

npdi fyi ng. tﬁm&s RihicH Whétbexbuted m&qmme&ﬁnmadsatﬂmm and a
seller, the net hod conpri si recel Vi ng ?fi/?r cost of funds, a
seller's cosetxcbange;msesaamwgmg 5’9‘1‘1@ gfc&;ta%qg transacti on;

- determning V\:h cglméng? IntevEenl BuyaP4lidfd eelfer,alie based at
25 | east |n @Jpgy%uyer S cost O ‘g%unds élal d seller's cost of

funds, and aehed eappssingror e paynent terns; and nodi fyi ng said one or nore

D e L ooy ocs of s/ e bARbr A abd 8RS B ok 1

10 * . payment terms of a transaction;
o - determmng whether said transaction is eligible for mod:ﬁcatmn based at
least in part on said buyer’s cost of funds, said seller’s cost of funds,

and said one or more payment terms; and
_ proposing a mod:ﬁcatlon to said one or more payment terms if said
15 ' ‘ dete:rmnnng step finds that said transaction is eligible for

modification.

23 .. A machine readsble medium having stored thereon data representing sequences of
‘ instructions, which When executed by a computerized financial settlement
20  exchange, cause said exchange to execute a method for modifying the payment
N ' * terms of a fransaction between a buyer and a seller, the method comprising:
-9 . .. receiving a buyer’s cost of funds, a seller’s cost of ﬁmds, and one or more
o payment terms of a transaction; '
determining whether said transaction is eligible for modification based at
25 : . : least in part on said bayer’s cost of funds, said seller’s cost of funds,
| and said one or more payment terms; and
modifying said one or more payment terms if said determining step finds
that said transaction is eligible for modification.




