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INTEGRATED PRE-COLLECTIONS SYSTEM 

FIELD OF THE INVENTION 

The present invention relates generally to collections of 
overdue debt. More speci?cally, the present invention relates 
to an automated system and method for the collection of debt 
integrated With an order processing system. 

BACKGROUND OF THE INVENTION 

Collection systems are used by a large number of busi 
nesses WorldWide. In a typical scenario, a business Will 
receive notice from the collection system that a customer’s 
account is unpaid or overdue. The business then calls the 
consumer requesting payment of the unpaid balance. Typi 
cally the consumer is requested to send payment via mail. 
After this call the process starts over again and Will check for 
payment at a speci?ed time in the future. If payment is not 
made Within a reasonable time the service may be shut off or 
the company may attempt to repossess the product. 

Unfortunately, current collection practices are impractical 
for bad debt (for example, returned ACH items) of less than 
$50. Furthermore, if the goods or services purchased are 
immediately ful?lled and consumed, the lack of timely 
return information in the ACH system combined With the 
cost associated With current business practices for collec 
tions make collecting on the debt impractical.Yet an origina 
tor or ODFI (originating depository ?nancial institution) 
suffers a material loss if the volume of loW value transac 
tions is signi?cant. A merchant or individual may suffer a 
loss based upon an ACH item that is returned, because of a 
customer’s bounced check, because of a person-to-person 
payment that cannot be settled, or any of a variety of other 
reasons. Unfortunately, current collection practices are not 
suitable for these loW-value debts, and a merchant or indi 
vidual suffers from the loss of a delivered product or service 
for a debt of any value. As mentioned above, Whether the 
collection is instituted using an in-house process or by a 
collection agency, often the labor costs involved are greater 
than the amount of the debt. 

A system and method are desired that Would make practi 
cal the collection of these loW-value debts and that Would 
assist the merchant or individual in recouping any delivered 
products or services. 

SUMMARY OF THE INVENTION 

To achieve the foregoing, and in accordance With the pur 
pose of the present invention, an integrated pre-collections 
system is disclosed that makes practical and e?icient the 
collection of loW-value debts and also alloWs for the recla 
mation of any delivered products or services. 

The pre-collections system employs computer softWare, 
rules and statistical analysis to make the collection of loW 
value, high-volume transactions cost effective and is opti 
miZed for transactions that cannot be e?iciently handled by 
traditional collection systems. By contrast, traditional col 
lection systems involve a high degree of human labor to 
contact debtors and collect funds. This present system may 
be used by ?rst party or third party collection teams. As most 
electronic payments are not guaranteed, the pre-collections 
system is especially suited for use With electronic payments 
such as ACH items that might be returned for nonpayment. 
In any situation Where a merchant or individual has ostensi 

bly been paid (Whether by check, ?nancial account, or other) 
but the payment is returned and turns into a debt, the present 
invention is applicable. 
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2 
In addition to supporting these traditional collections 

procedures, the pre-collections system identi?es debtors 
When they contact a company for a neW purchase (or a 
folloW-on purchase), and alloWs a customer service repre 
sentative (or other automated process) to take payment for 
the prior debt in real time. In this fashion, the pre-collections 
system is tightly integrated With an order processing system. 
Whether the customer is attempting to place an order, con 
tact customer service, or contact the company for another 
reason, the customer is identi?ed as a debtor and steps may 
be taken to collect the debt immediately in real time. For 
example, all order processing system channels (Web site, 
IVR, CSR, etc.) are enabled to redirect the customer debtor 
into a corresponding pre-collections system channel. If the 
customer pays the outstanding debt in the pre-collections 
system they are then routed back seamlessly in real time to 
the point in the order processing system Where they left off. 
The customer can be re-instated immediately When their 
payment is cleared. 

In other Words, the pre-collections system advantageously 
captures debtor customers in any non-collections context 
and places them into a pre-collections context so that the 
debt may be paid and the customer reinstated immediately. 
The pre-collections system does not require human interven 
tion to clear up a bad debt before accepting a neW order (i.e., 
the system mitigates the “shame factor” of the debtor). The 
pre-collections system automatically communicates With 
debtors via an IVR system and alloWs the debtor to pay off 
the debt using the IVR system Without the intervention of a 
human agent. 
The pre-collections system is also applicable to situations 

Where digital products and other services are immediately 
ful?lled or consumed. Once a determination is made that a 
digital product or service should be reclaimed, the pre 
collections system is enabled to direct that reclamation 
occur. For example, if a customer has doWnloaded digital 
music, softWare etc., the pre-collections system issues a 
command utiliZing digital rights management that disables 
the music or softWare. Or, a customer holding a gift card and 
having a bad debt may suddenly ?nd that his or her account 
has been froZen or reduced. For other digital products, the 
pre-collections system automatically connects to a product 
distribution system and attempts to reclaim any unused prod 
uct in order to reduce the outstanding debt. In the event that 
the entire product is reclaimed, this collection process is 
fully automated. In another example, Where a customer has 
purchased air time from a Wireless carrier, the remaining 
minutes in that account may be canceled at direction of the 
pre-collections system. The pre-collections system is also 
able to reclaim all or part of a product or service. By per 
forming reclamation immediately, it is more likely that more 
of the product or service can be reclaimed. 
The pre-collections system includes resubmission and 

reclamation logic in order to identify the best time to resub 
mit or reclaim based on multiple variables. The pre 
collections system evaluates the customer’s order pattern, 
their payment history, and the prior resubmission success 
rate in real time When an ACH payment is returned, and then 
determines the most appropriate actions regarding Whether 
to reclaim air time (or unused product value) or to resubmit 
the payment request at a speci?c time. 
The pre-collections system is also tightly integrated With 

fraud and payment systems in real time. For example, the 
pre-collections system consults a central repository of black 
listed payment devices fed from all real-time order process 
ing systems. For example, if the order processing system 
blacklists a card the pre-collections system also rejects the 
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card as a payment device. The pre-collections system can 
also in?uence the central repository by initiating a request to 
the order processing system to un-blacklist certain entities 
(i.e., payment devices, stored value accounts, customers). 

BRIEF DESCRIPTION OF THE DRAWINGS 

The invention, together With further advantages thereof, 
may best be understood by reference to the following 
description taken in conjunction With the accompanying 
draWings in Which: 

FIG. 1 is a block diagram of a pre-collections system 
according to one embodiment of the present invention. 

FIG. 2 is a ?owchart of a method according to one 
embodiment of the present invention. 

FIG. 3 is a batch ?le record. 

FIG. 4 is a PCS database debtor record. 

FIG. 5 is a collection record. 

FIG. 6 is a response record. 

FIGS. 7A and 7B illustrate a computer system 900 suit 
able for implementing embodiments of the present inven 
tion. 

DETAILED DESCRIPTION OF THE INVENTION 

FIG. 1 is a block diagram illustrating a pre-collections 
system 5 according to one embodiment of the invention. 
Pre-collections system 5 includes a pre-collections softWare 
module 20 in communication With a pre-collections database 
25. Module 20 is a real-time, redundant softWare application 
that is primarily message driven although it does include 
batch portions. The solid lines connecting boxes indicate 
RPC messages, While the dashed lines indicate batch com 
munication. Module 20 is preferably implemented on a 
number of load-balanced computer servers such as the Dell 
“PoWer Edge” servers. Module 20 is implemented as a state 
machine and proceeds to different states depending upon 
input regarding a particular customer. Customer 7 can also 
provide input to module 20 via IVR 50 or CSR 60. 

Pre-collections system 5 includes an OLTP (Online Trans 
action Processing) system 30. In one speci?c embodiment, 
OLTP system 30 incinerates a Web-based channel, an IVR 
(interactive voice response) channel and a CSR (customer 
service representative) channel. Also possible is an SMS 
chapel that alloWs a customer to place an order using an 
SMS text message or an automated recurring channel. 
Examples of such an OLTP system are a Wireless top-up 
payment system, a mail-order catalog call center, or an 
electronic-commerce Web site. 

In one embodiment, numerous OLTP systems are each 
implemented on a computer server, With each OLTP system 
being dedicated to serving a particular client compan. (For 
example, each client Wireless company uses a separate, or 
perhaps multiple, OLTP servers). An incoming customer 
uses any of a variety of payment devices, such as a credit 
card, debit card, paper check, electronic check, prepaid card 
or an electronic money micro-payment scheme, such as an 
account from the P2P service, Paypal, or Google Checkout, 
to pay for a product or service from one of the client compa 
nies. 

A payment account debit submitted by a merchant may 
result in a returned item to the merchant if there are insu?i 
cient funds or other account issues such as incorrect account 
number, closed account, etc. Such a returned item is entered 
into the pre-collections system 5 as an open collection item. 
Of course, other types of transactions may also be used and 
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4 
be submitted to the pre-collections systems as a returned 
item. Examples of these other types of transactions are credit 
card chargebacks and P2P repudiated payments. 

Other payment devices besides checks may also result in a 
returned item being submitted to the pre-collections system 
5. For example, a credit card or debit card transaction may 
result in a chargeback that is then submitted to the system as 
a returned item. In these situations, because a chargeback 
exists, the pre-collections system Will treat the chargeback 
similar to an outstanding debt and Will ?ag the customer’s 
order processing record (as explained beloW). Thus, if a cus 
tomer attempts to reload a Wireless account (for example) 
using the same credit card that Was subject to the previous 
chargeback, the customer’s account Will be submitted to the 
pre-collections system for possible collection of the out 
standing chargeback. 
IVR 50 is typically an Interactive Voice Response (IVR) 

system such as used in a telephone-based OLTP system and 
is con?gured to process payment transactions from users 
Wishing to pay their debt in full as a result of being contacted 
by the pre-collections system, or being re-routed there by the 
OLTP system’s IVR 30. CSR 60 is typically an employee 
Who is trained to handle full, partial or security payment 
transactions from users Wishing to pay as a result of being 
contacted by the pre-collections system, or as a result of 
attempting to purchase a different or neW product (i.e., being 
routed from OLTP When attempting to make a neW purchase 
in OLTP system 30). 

System 30 communicates With pre-collections softWare 
module 20 in numerous matters. In one situation, an IVR 
system of the OLTP system 30 transfers a customer call to 
IVR 50 When the customer calls regarding a neW order (or 
other matter); the customer call is then routed back to the 
calling application (OLTP system) after debt payment is 
made. In a second situation, a real-time CSR application of 
the OLTP system connects to CSR system 60 via a hyper 
link; the customer is then routed back to the calling applica 
tion (OLTP system) after debt payment is made. 

Payment system 40 is connected to one or more payment 
processors 10 and is a front-end system that initiates 
payment-to-payment to acquirers on behalf of a merchant or 
merchants. Payment processor 10 is a bank or other proces 
sor that may handle an ACH transaction, or other payment 
transaction as described above. As is knoWn in the ?eld, the 
ACH (Automated Clearing House) is a system of the US. 
Federal Reserve Bank that provides electronic funds transfer 
betWeen banks. It is used for a variety of funds transfer trans 
actions. ACH operations are typically done in a batch mode, 
Which can take up to 72 hours before money is transmitted. 
A return noti?cation (a returned item) is sent if the receiving 
depository ?nancial institution (RDFI) is unable to fund a 
request from the originating depository ?nancial institution. 

E-mail server 65, SMS gateWay 70 and auto-dialer 80 are 
typically used to send automated messages to the customer 
regarding unpaid debt. E-mail server 65 is a computer serv 
erar ranged to send e-mail messages to customers. SMS 
gateWay 70 is typically a third-party system connected to 
multiple Wireless carriers (or is a gateWay of a single carrier) 
suitable for transmitting text messages to Wireless tele 
phones. Auto-dialer 80 is a computer-based telecommunica 
tions device arranged to automatically dial and play 
recorded messages to customers, and alloWs customers to 
transfer to IVR 50 to make a payment in real-time, or to 
transfer to CSR 60 to speak With a representative and pay a 
debt. The pre-collections system adjusts the real-time queue 
for the auto-dialer based on current payment status. A debtor 
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can be queued to the auto-dialer for various reasons. In real 
time as entries are de-queued there are various checks to 
insure the debtor should still be called. Some criteria that 
Will affect the queued entries are: day of Week, current time, 
time zone of the debtor, payment status, status updates on 
the debtor, etc. Letter processor 90 is used to send unpaid 
debt notices to a customer and is typically a third-part that 
specializes in sending mail notices. Collection agency 95 is 
typically a third party that handles collections that fail to be 
resolved by the pre-collections system and is knoWn to those 
of skill in the art. 

Each of these systems 65-95 is knoWn to those of skill in 
the art. The systems may be external to operation of the 
pre-collections module 20, or may also be internal systems. 
In general, these systems are all mechanisms for contacting a 
customer and taking payment; of course, other systems and 
techniques to contact a customer may also be used. Further, 
each of systems 65-90 may also be implemented by a collec 
tion agency or by any entity holding a collections license. 

PRE-COLLECTIONS PROCESS 

FIG. 2 is a How diagram describing hoW a returned item 
triggers the pre-collections process. The pre-collections sys 
tem (PCS) 5 is linked to payment processor 10 and is 
arranged to receive returned items. In step 204 pre 
collections module 20 receives a returned item from the pay 
ment processor (ultimately coming from the receiving 
depository ?nancial institution (RDFI)) indicating that pay 
ment by the customer Was lacking funds (or perhaps due to 
another reason). If this returned item is the result of an 
attempted ACH payment, this may be any of a variety of 
ACH returned items. If the returned item is a result of an 
attempted ACH payment, the returned item is typically 
accompanied by a return reason code (“R” code) indicating 
the reason or the return, such as invalid account, unable to 
collect, resubmit, account closed, deceased, etc. Relevant 
return codes are listed in Table 1. 

TABLE 1 

Return Codes 

R01 — Insuf?cient funds 

R02 — Account Closed 

R04 — Invalid Acct Numbers 

R09 — Uncollected Funds 

R12 — Account Sold to Another DFI (formerly: Branch 

Sold to Another Bank) 
R20 — Non-transaction account 

R03 — No Acct, Unable to locate account 
R07 — Authorization Revoked by Customer (only if a 

PPD tx or > ?rst time TEL) 
R08 — Stop Payment 
R10 — Transaction not authorized 

R14 — Payee Deceased 

R16 — Account Frozen 

R52 — Stop Payment 

Module 20 maintains a list of ?ags, each ?ag being asso 
ciated With different categories of “R” codes. These ?ags are 
used to assist in controlling a state machine that implements 
the logic of the pre-collections module. In one speci?c 
embodiment, returned items are delivered from the ACH 
processor in the form of a daily batch ?le, typically one 
batch ?le per merchant. Each batch ?le is preferably in a 
standard format, and contains numerous batch ?le records 
110 such as shoWn in FIG. 3. Each record indicates a 
returned item from a particular customer order (e.g., a 
bounced check). Reference number 112 is a unique identi?er 
that identi?es a particular returned (original) order. For 
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6 
example, When an order is submitted from order processing 
system 30 (for example) to payment system 40 an order 
number is supplied that identi?es a particular customer 
order, and it is this order number that is used as the reference 
number. In this Way, reference number 112 can be used to 
index a particular customer order from the order processing 
system 30. 
Record 110 also includes the checking account number, 

routing number, amount, and a return reason code as shoWn. 
Other relevant ?elds include a return type code, a transaction 
code, a receiving DFI identi?cation, a logo identi?cation, a 
check digit, a DFI account number, and individual identi? 
cation number, a check serial number, and individual name, 
a receiving company name, a card transaction type code, a 
record indicator, a trace number, etc. More detail can be 
found in the NACHA manual. 

In step 208 the received batch ?le is used by module 20 to 
create neW collection entries Within the pre-collections sys 
tem. As previously mentioned, pre-collections system 5 
includes a pre-collections system (PCS) database 25 that is 
linked to, or part of, pre-collections module 20. FIG. 4 illus 
trates an example debtor record 130 from that database. 
Record 130 Will be expanded to include more and detailed 
information once a response from the “collection entry 
open” call is received as shoWn in FIG. 6. 

In this step module 20 ?rst creates a neW debtor record 
130 in database 25 for each returned item. Next, module 20 
accesses OLTP processing system 30 using the reference 
number 112 from a batch ?le record in order to access a 
particular customer order. Once an order is identi?ed using 
the reference number (i.e., the original order number) the 
relevant customer data and order data from that original 
order is retrieved and populated into the neWly created 
debtor record in the PCS database 25. For example, the 
information retrieved and populated into debtor record 130 
is customer name and birth date, address and telephone 
number, state and driver license innovation, the original 
OLTP system name, a product identi?er, an account number 
(if applicable), the customer time zone, a partner code, and a 
folloW-up date. 

Thus, a neW debtor record 130 is created in database 25 
for each batch ?le record from the batch ?le received from 
the ACH processor. Each debtor record Will be used by not 
only the pre-collections module 20, but also by the OLTP 
system 30 to attempt debt collection and to retrieve any 
unused goods or services. 

Step 212 begins the pre-collections process. The ?rst step 
is a “Collection Entry Open” call 214 from module 20 to 
OLTP system 30. As shoWn, OLTP system 30 includes an 
OLTP processing system database 35. FIG. 5 illustrates an 
example collection record 150 from that database. When the 
call is made, the OLTP processing system creates such a neW 
record in its database With information regarding the cus 
tomer and the returned item. For example, record 150 
includes a collection identi?er, a debtor identi?er, a refer 
ence number, a checking account number, a routing number, 
an amount, a return reason code, a date and time stamp, an 
original order number and an original order date. 
The response from the order processing system in 

response to the “Collection Entry Open” call is a record as 
shoWn in FIG. 6. The “Collection Entry Open” call is initi 
ated by the PCS and sent to the order processing system. The 
order processing system generates a response back to the 
PCS in the form of the record of FIG. 6, for example. This 
information in the response updates and populates the debtor 
record 130 of the PCS With additional information, and is 
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also referred to as a “collection entry” once completed. The 
collection entry is managed by the PCS for the purpose of 
being collected on and generating outbound correspondence 
to the customer to notify them of this pending collection. 
The PCS manages the timing and coordination of all this 
outbound correspondents. The PCS also tracks all payments 
made on an open collection entry. 

Database 35 is visible and used by all of the relevant chan 
nels by Which the OLTP processing system is accessed, e.g., 
Web, IVR, CSR, etc. Thus, any future request by a customer 
coming to OLTP system 30 Will necessarily raise a ?ag 
Within the OLTP system if such a record is present in the 
database indicating that that particular customer (or a par 
ticular account) has had a returned item or is a debtor for any 
particular reason. The customer can then be redirected for 
debt collection. 

In other Words, in the event the customer returns for a 
subsequent purchase, regardless of the sales channel the cus 
tomer uses (IVR, CSR, Web, etc.) to make the purchase, the 
OLTP system ?ags the order attempt using the customer’s 
account information (payment device, telephone number, 
address, and a variety of data points) and redirects the cus 
tomer to the pre-collections module 20 and possibly to an 
agent to discuss the outstanding debt. The customer account 
innformation is used to identify a customer; the OLTP sys 
tem 30 references (or searches) each customer account ?eld 
and, if a record is ?agged as having an outstanding debt, the 
customer is redirected to module 20 for collection payment. 

It should be noted that the customer may also be identi?ed 
as a previous debtor in situations other than the customer 
returning for a subsequent purchase via the order processing 
system. For example, the customer may make personal con 
tact With a particular store, make contact With a company 
representative over the telephone, by electronic mail, or by 
visiting a Web site, for reasons unrelated to making a pur 
chase. Examples of hoW a customer might make contact 
With the company and thus be able to be identi?ed as a 
previous debtor include nearly any communication through 
Which a company becomes aWare of a particular customer’s 
identity, becomes aWare of a product or service that has been 
purchased and not paid for, or becomes aWare of a particular 
payment device associated With an outstanding debt. For 
example, When the customer Who oWes money dials a tele 
phone number they may automatically be sWitched to the 
collections center before their call is permitted to continue. 
Also, the customer can be contacted When engaging in unre 
lated activities With the same vendor (e. g., the customer logs 
in to ESPN.com to check their fantasy sports scores and is 
provided With notice about an unpaid bill on their ESPN 
mobile phone). 

The customer may also directly reach pre-collections 
module 20 by calling either IVR 50 or CSR 60, by being 
transferred to either IVR 50 or CSR 60 by third party agency 
95, by a real-time call transfer from a CSR of system 30 or 
from an IVR of system 30 using a hyperlink to CSR 60. 
Once the customer is in communication With IVR 50 or 

CSR 60 (Which in turn are in communication With module 
20) the customer can elect to complete an automated process 
to remit the outstanding debt using the IVR, or the customer 
may talk With a CSR about remittance. Using IVR 50 or 
CSR 60 the customer is prompted for payment device infor 
mation such as credit card, debit card etc. If the payment via 
the payment device is accepted, pre-collections module 20 
marks the debt as paid in pre-collections system database 25, 
and in real time sends to OLTP system 30 a collection entry 
closed message that updates the collection record in OLTP 
system database 35. 
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The pre-collections system is programmable to handle 

various payment types identi?ed by return codes. The sys 
tem supports three payment options: cash, check or credit 
card. TWo factors are applied to determine the alloWable 
payment options for a debtor. One is the “R” code returned 
from the ACH netWork. The second is the Revenue Assur 
ance specialist permission level. Also, a debtor might have 
multiple returned checks for multiple returned payments. In 
this case, the alloWed payment options are determined by the 
most restrictive case. 

In this fashion, a debtor customer is captured during a 
non-collections context and is redirected into the pre 
collections system in order to more easily facilitate payment 
of the debt. 

A second part of pre-collections process 218 involves 
blacklisting any suitable account, customer or payment 
device in order to ?ag that any future use of this account, 
future access by this customer, or future use of this payment 
device is suspect. In a preferred embodiment of the 
invention, blacklisting Will alWays occur When an item is 
returned, i.e., blacklisting occurs in addition to any attempt 
to collect from the customer outside of a collections context. 
In particular, pre-collections module 20 is arranged to black 
list any stored value account, any particular customer, any 
particular driver’s license, or any particular payment device 
used by customer (such as a credit or debit card). Blacklist 
ing may be performed using a ?ag, database record, or other 
similar mechanism. In one speci?c embodiment, blacklist 
ing is performed by OLTP system 30 by updating records in 
database 35 Which match speci?c attributes such as payment 
device, driver’s license number, customer number, account 
number, etc. 

Blacklisting provides a second layer of protection, over 
and above the ?agging of the customer using a debtor record 
as explained above. Because blacklisting is able to ?ag a 
particular payment device, a different customer returning to 
the OLTP processing system using the same payment device 
Will be suspect. In addition, because a particular customer is 
also ?agged, the same customer returning using a different 
payment device Will also be suspect. Once the customer (or 
account or ?agged payment device) returns via the OLTP 
processing system and it is determined that the customer, 
device or account has been blacklisted, control is shifted to a 
Revenue Assurance specialist (another type of customer ser 
vice representative) Who is alerted that the pending transac 
tion is suspect. Control to the RA is performed via a phone 
transfer. The RA in one embodiment is a member of module 
60. 

At this point the customer is not necessarily turned over to 
IVR 50 or CSR 60 in order to be processed by precollections 
module 20, but such transfer is possible. Preferably, the RA 
specialist discusses the debt With the customer by telephone 
(or by e-mail, Internet chat, instant messaging, or by What 
ever means the customer has initiated contact) and attempts 
to arrange payment of the debt. The RA is able to arrange a 
full or partial payment of the customer using module 60 in a 
manner as described above. The RA can accept payment for 
the debt via credit card, in some cases via a neW electronic 
check payment, or can provide the customer With instruc 
tions for mailing a paper check or money order, or initiating 
a payment though a money transfer service such as Western 
Union. 

In this fashion, a blacklisted customer (or account or 
device) attempting to use the OLTP processing system is 
captured by pre-collections system 5 in order to settle a bad 
debt. Advantageously, the customer is captured outside of a 
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normal collections process thus leading to a higher likeli 
hood of payment. 
A customer might interact With the system in different 

contexts. For example, a customer Who initiates communica 
tion by performing a neW transaction (such as in the 
purchase) or by making a subsequent purchase Would typi 
cally be handled by IVR or CSR. The system is then able to 
?ag a customer Who is an existing debtor and attempt to 
resolve payment via one of these channels. Even if the cus 
tomer is returning for a simple purchase, if the customer 
states he or she is not responsible for a previously unpaid 
purchase or has a special request (such as Waving a late fee), 
then the system routes the customer to a RA specialist. 

Alternatively, if a customer simply contacts the system to 
inquire about a collections letter received or other notice, the 
customer Will typically be routed directly to the RA special 
ist. This specialist is more highly trained, can resolve par 
ticular issues and has the authority to make decisions regard 
ing the outstanding debt. Both of these above routes occur 
before the outstanding debt is sent to a third-party collec 
tions agency for collection. 

If the customer does not return for a subsequent purchase 
or other interaction With the system, the system automati 
cally contacts the customer via telephone, mail, Web, e-mail, 
SMS or other means to inform the customer of the returned 
ACH item. The customer may then return via module 50 or 
module 60 to respond to the requested payment of debt. 
A third part of the pre-collections process seeks to recover 

any remaining product or service that the customer has not 
yet consumed in step Reclaim Value 216. In other Words, 
once the customer and product he or she has ostensibly pur 
chased has been identi?ed (including other information such 
as an account number), pre-collections module 20 initiates 
action to reclaim any portion of this product or service not 
yet used. By attempting to reclaim any remaining value in 
the product or service immediately upon noti?cation of a 
returned item, the pre-collections system has a much better 
chance of reclaiming a larger portion of that product or ser 
vice before it is consumed by the customer. 

For example, in the case of a mobile telephone Wireless 
account, the system takes action to cancel any remaining 
minutes left in the customer’s Wireless account. This cancel 
lation of the remaining minutes is performed by a real-time 
call over a netWork link to the Wireless billing platform to 
deduct minutes. In another example, any prepaid minutes 
equal to the amount sold and associated With the debt in a 
long-distance calling plan are likeWise deducted (or 
removed) in a similar manner as described above. 

In another example, a customer holding any type of pre 
paid card (such as a gift card containing a dollar value) Will 
?nd that the dollar value of that prepaid card account has 
been reduced by the amount of the failed attempt to add 
monetary value to the card. In this case, a real-time call over 
a netWork link to the card issuer’s billing platform is made to 
deduct the correct monetary amount from the card balance. 

This step 216 to reclaim any product or service that has 
been delivered to a customer is also applicable to most any 
digital product or service. For example, using technology 
knoWn as digital rights management (DRM) a seller of any 
digital goods such as music, softWare, text, graphics, an elec 
tronic book, etc., can con?gure the digital goods in such a 
Way so that the goods may be disabled at a future point in 
time. The use of digital rights management to control access 
to digital goods and to disable digital goods at a future point 
in time is Well knoWn to those in the ?eld. Thus, once pre 
collections module 20 is aWare that a particular customer is 
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10 
in default of payment for a particular digital good or service, 
the pre-collections module initiates an action to disable that 
particular digital good or service using digital rights man 
agement technology embodied in that good or service. For 
example, a customer having doWnloaded music or softWare 
Will suddenly ?nd that the music or softWare suddenly Will 
not play or Work. Pre-collections module 20 can disable a 
digital good or service by marking or deactivating a license 
key in a centraliZed DRM scheme, or by preventing future 
digital purchases until the debt is collected. 
Thus, the system automatically retrieves any 

unconsumed, ful?lled goods from the consumer or business 
customer. The outstanding balance for goods consumed but 
not paid is recorded in the system as an open collectable loss. 

SYSTEM ANALYSIS 

The pre-collections system employs rules and logic to 
determine Whether it is more advantageous to attempt recla 
mation of ful?lled goods, to automatically resubmit for pay 
ment (for eligible returned items), or to contact the customer 
via another means. The pre-collections system creates a 
“collection score” to help determine system Work?oW. The 
pre-collections system evaluates the customer’s payment 
history, order patterns, collectible amount, current collection 
sta?ing level and estimated collection cost in order to deter 
mine the most e?icient course of action. 

An administrator sets up a number of Work?oWs in the 
system based on a product category. For example, one Work 
How is: attempt to reclaim product, call customer, send letter. 
Another Work?oW is: send letter, call customer, and send to 
third party agency. Based on the predicted collectable 
amount (Which can be expressed as a percentile ranking of 
the debtor using statistical analysis), the system routes the 
collection account to the appropriate Work?oW. The system 
uses statistical analysis to optimiZe the series of steps so that 
the result is the highest payment for the returned ACH item 
at the loWest possible collection cost. The system uses three 
phases to perform the above process. 

In the ?rst phase, the system calculates a predicted col 
lectible amount, a predicted resubmit success amount and a 
reclaimable amount, these values indicating respectively, 
hoW much could be collected from the customer, hoW much 
could be realiZed by resubmitting the returned item, and hoW 
much could be realiZed by reclaiming a product or service 
from the customer. 

For a particular customer Who oWes a debt the system uses 
a logistic regression model to calculate a “predicted collect 
able amount” as beloW based on various demographic and 
transactional parameters. The collection score indicates a 
probability of the likelihood of the debt payment and indi 
cates generally, good customers, average customers and bad 
customers. In other Words, collection score indicates a prob 
ability of the collection being a success. For example, a col 
lection score is calculated from the customer’s Zip code, 
information from the bank that maintains the customer’s 
checking account, the product amount, the return reason 
code, and the customer’s payment history. 

Predicted collectable alnount=(alnount due)*(collection score)—cost. 

The system also calculates a “predicted re-submit success 
amount” based on the demographic parameters, the amount 
due and the customer’s payment history. The variable 
“resubmit success probability” is calculated by using the 
date or day of the returned check, product amount, Zip code, 
bank and payment history. This variable indicates the prob 
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ability of success of resubmitting the returned item and 
receiving payment. 

Predicted re-submit success alnount=(alnou_nt due)*(resubmit suc 
cess probability-cost. 

Next, the system calculates a reclaimable amount indicat 
ing hoW much value can be reclaimed from the customer by 
reclaiming a particular product or service that the customer 
is using. For example, the reclaimable amount is queried 
from a stored value device’s platform. The reclaimable 
amount is the remaining unused value on the device. 

Finally, the system compares these three values for a par 
ticular debt (predicted collectible amount, predicted resub 
mit success amount and reclaimable amount) and determines 
a particular Work?oW to obtain the highest payment on the 
debt. For example, the system might decide to attempt recla 
mation immediately, resubmit the item a day later, or pro 
ceed immediately to a collection. Or, the system might 
attempt reclamation of only a portion of the debt, and also 
attempt collection. 

Phase tWo involves performing any reclamation or resub 
mission decided by the system. After any reclamations and 
resubmissions, phase three decides Which debts to collect 
upon. The system compares the remaining “Predicted col 
lectable amount” for all debts that need to be collected from 
all possible customers and maximiZes collections by choos 
ing the best subset of debtors on Which to focus collections 
resources. In other Words, the system may choose to initiate 
collections only on the top certain percentiles of the pre 
dicted collectible amount values based on sta?ing levels. 
When the debt is paid, the customer is reinstated and neW 

orders can be processed and ful?lled. In speci?ed instances, 
the customer’s future payment options are restricted. When 
the debt is paid in fulliby any means, reclamation, payment 
or a combination of bothithen the open collection account 
in the system is satis?ed (i.e., it becomes Zero). The cus 
tomer no longer has outstanding debt; if the customer then 
returns to make future purchases, he or she can do so unim 
peded. If the customer is a serial debtor, the account can be 
placed into a special status so that future orders are pre 
vented even though the customer has fully paid his or her 
debts. 

COMPUTER SYSTEM EMBODIMENT 

FIGS. 7A and 7B illustrate a computer system 900 suit 
able for implementing embodiments of the present inven 
tion. FIG. 7A shoWs one possible physical form of the com 
puter system. Of course, the computer system may have 
many physical forms including an integrated circuit, a 
printed circuit board, a small handheld device (such as a 
mobile telephone or PDA), a personal computer or a super 
computer. Computer system 900 includes a monitor 902, a 
display 904, a housing 906, a disk drive 908, a keyboard 910 
and a mouse 912. Disk 914 is a computer-readable medium 
used to transfer data to and from computer system 900. 

FIG. 7B is an example of a block diagram for computer 
system 900. Attached to system bus 920 are a Wide variety of 
subsystems. Processor(s) 922 (also referred to as central pro 
cessing units, or CPUs) are coupled to storage devices 
including memory 924. Memory 924 includes random 
access memory (RAM) and read-only memory (ROM). As is 
Well knoWn in the art, ROM acts to transfer data and instruc 
tions uni-directionally to the CPU and RAM is used typi 
cally to transfer data and instructions in a bi-directional 
manner. Both of these types of memories may include any 
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suitable of the computer-readable media described beloW. A 
?xed disk 926 is also coupled bi-directionally to CPU 922; it 
provides additional data storage capacity and may also 
include any of the computer-readable media described 
beloW. Fixed disk 926 may be used to store programs, data 
and the like and is typically a secondary storage medium 
(such as a hard disk) that is sloWer than primary storage. It 
Will be appreciated that the information retained Within ?xed 
disk 926, may, in appropriate cases, be incorporated in stan 
dard fashion as visual memory in memory 924. Removable 
disk 914 may take the form of any of the computer-readable 
media described beloW. 
CPU 922 is also coupled to a variety of input/output 

devices such as display 904, keyboard 910, mouse 912 and 
speakers 930. In general, an input/ output device may be any 
of: video displays, track balls, mice, keyboards, 
microphones, touch-sensitive displays, transducer card 
readers, magnetic or paper tape readers, tablets, styluses, 
voice or handWriting recogniZers, biometrics readers, or 
other computers. CPU 922 optionally may be coupled to 
another computer or telecommunications netWork using net 
Work interface 940. With such a netWork interface, it is con 
templated that the CPU might receive information from the 
netWork, or might output information to the netWork in the 
course of performing the above-described method steps. 
Furthermore, method embodiments of the present invention 
may execute solely upon CPU 922 or may execute over a 
netWork such as the Internet in conjunction With a remote 
CPU that shares a portion of the processing. 

In addition, embodiments of the present invention futher 
relate to computer storage products With a computer 
readable medium that have computer code thereon for per 
forming various computer-implemented operations. The 
media and computer code may be those specially designed 
and constructed for the purposes of the present invention, or 
they may be of the kind Well knoWn and available to those 
having skill in the computer softWare arts. Examples of 
computer-readable media include, but are not limited to: 
magnetic media such as hard disks, ?oppy disks, and mag 
netic tape; optical media such as CD-ROMs and holographic 
devices; magneto-optical media such as ?optical disks; and 
hardWare devices that are specially con?gured to store and 
excute program code, such as application-speci?c integrated 
circuits (ASICs), programmable logic devices (PLDs) and 
ROM and RAM devices. Examples of computer code 
include machine code, such as produced by a compiler, and 
?les containing higher-level code that are executed by a 
computer using an interpreter. 

Although the foregoing invention has been described in 
some detail for purposes of clarity of understanding, it Will 
be apparent that certain changes and modi?cations may be 
practiced Within the scope of the appended claims. 
Therefore, the described embodiments should be taken as 
illustrative and not restrictive, and the invention should not 
be limited to the details given herein but should be de?ned 
by the folloWing claims and their full scope of equivalents. 
We claim: 
1. A method of collecting a debt from a customer, said 

method comprising: 
receiving a customer communication in a transaction pro 

cessing system outside of a debt collection context; 
checking a customer database associated With said trans 

action processing system to determine if said customer 
is ?agged as oWing a debt; 

routing said customer communication from outside of 
said debt collection context to a pre-collections module 
When it is determined that said customer is ?agged as 
oWing a debt; 
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interacting With said customer via said pre-collections 
module in an attempt to collect said debt, whereby debt 
collection from said customer is initiated outside of 
said debt collection context. 

2. A method as recited in claim 1 further comprising: 

collecting said debt from said customer; 
reinstating said customer as being debt free; and 
routing said customer communication from said pre 

collections module back to said transaction processing 
system in real-time, Whereby said customer continues 
said communication With said transaction processing 
system. 

3. A method as recited in claim 1 further comprising: 

automatically determining Whether to collect said debt, 
reclaim a product or service associated With said debt, 
or resubmit a return item associated With said debt by 
reference to a collectible value, a resubmission value 
and a reclamation value. 

4. A method to optimiZe debt collection Within a comput 
eriZed debt collection system, said method comprising: 

identifying a customer Who oWes a debt; 

choosing demographic and transactional parameters asso 
ciated With said customer and said debt; 

calculating a predicted collection value indicating a value 
of collecting on said debt; 

calculating a predicted resubmission value indicating a 
value of resubmitting a return item associated With said 
debt; 

calculating a predicted reclamation value indicating a 
value of reclaiming a portion of a product or service 
associated With said debt, said steps of calculating 
being performed by a computer; and 

choosing a course of action to address said debt of said 
customer based upon said predicted collection value, 
said predicted resubmission value and said predicted 
reclamation value. 

5. A method as recited in claim 4 Wherein choosing a 
course of action includes reclaiming said portion of said 
product or service, resubmitting said debt for payment, or 
contacting said customer. 

6. A method as recited in claim 4 for the comprising: 
calculating said predicted collection value using an 

amount of the debt, a collection score and a cost to 
collect said debt. 

7. A method as recited in claim 4 further comprising: 
identifying a plurality of debts Within said debt collection 

system; 
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14 
performing resubmission or reclamation for a ?rst subset 

of said plurality of debts; 
determining a predicted collection value for each of said 

plurality of debts; and 
determining an optimal second subset of said plurality of 

debts based upon said prediction collection value for 
each of said plurality of debts, said second subset not 
intersecting With said ?rst subset. 

8. A method as recited in claim 4 Wherein said portion is 
airtime minutes of a telephone plan, a dollar value of a pre 
paid card, or digital goods. 

9. A method of collecting a debt from a customer, said 
method comprising: 

identifying said debt from said customer as being unpaid; 
identifying said customer, an account or a payment device 

associated With said debt; 
?agging in a database said customer, said account, a driver 

license number, an identi?cation number or said pay 
ment device as being blacklisted; 

receiving a customer communication in a transaction pro 
cessing system outside of a debt collection context; 

checking said database to determine if said customer, 
account, driver license number, identi?cation number 
or payment device is ?agged as being blacklisted; and 

routing said customer communication from said transac 
tion processing system to a customer service 
representative, Whereby an attempt is initiated to collect 
said debt outside of a debt collection context. 

10. A method as recited in claim 9 further comprising: 
collecting said debt from said customer; 
reinstating said customer as being debt free; and 
routing said customer communication from said customer 

service representative back to said transaction process 
ing system in real-time, Whereby said customer contin 
ues said communication With said transaction process 
ing system. 

11. A method as recited in claim 9 further comprising: 
receiving a returned payment item from a payment 

processor, said returned payment item indicating said 
debt from said customer as being unpaid, said step of 
receiving occurring before said ?rst step of identifying. 

12. A method as recited in claim 9 further comprising: 
automatically determining Whether to collect said debt, 

reclaim a product or service associated With said debt, 
or resubmit a return item associated With said debt by 
reference to a collectible value, a resubmission value 
and a reclamation value. 


