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(57) Abstract

A purchase rebate system with investment plan allows
subscribers to purchase goods and services from participating
vendors and invest a portion of the purchase price in a person-
al investment program. A subscriber rebate is calculated for
each subscriber from subscriber transaction information sub-
mitted by each participating vendor. Subscriber transaction in-
formation may include subscriber identification, a description
of purchased goods and services, purchase price, and time and
place of purchase for each transaction between a subscriber
and participating vendor. The subscriber rebate is then trans-
ferred to an investment file. The transfer may be via an escrow
account. The system may also provide for the recruitment of
new subscribers, the recruitment of additional participating
vendors, and the distribution of commissions to system repres-
entatives who also recruit new subscribers.
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TRANSACTION PROCESSING SYSTEM
BACKGROUND OF THE INVENTION

1 Field of the Invention
The invention relates to a transaction processing system and

5 more particularly to a system with a deferred rebate feature.

2. Description of the Related Technology
A previous transactional system allowed subscriber-purchasers

to receive goods or services from a vendor by ordering them from a
purchasing system and paying the purchase price to an escrow agent
10 or a purchase processing center. In U.S. Patent 4,750,119 Cohen et al.,
herein incorporated by reference, the escrow agent or a purchase
processing center paid the vendor the wholesale price for the goods or
services and used the remainder of the funds in escrow to purchase an
aggregate annuity policy from an insurance company. The insurance
15 company computed and reported a rebate factor which guaranteed a

specific rebate amount in the future.
SUMMARY OF THE INVENTION

An object of the invention is to reduce participating vendor
advertising costs. A further object is to provide a purchase rebate to
20 subscribers. An additional object of the invention is to provide and
manage a personal investment program for subscribers. Another object
is to attract additional subscribers and participating vendors.
In a retail market where many vendors are selling equivalent
products, consumers have little reason to remain loyal to any
25 particular vendor. Vendors such as grocery stores, department stores,

long distance phone service carriers, automobile dealerships, mortgage
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and real estate agents, hotels, travel agents, and airlines often resort
to continual advertising to attract and retain customers. High cost and
low effectiveness, however, are drawbacks to this continual advertising
program.

5 For vendors, the purchase rebate system with investment plan
is an alternative to expensive advertising. Vendors do not have to
purchase costly advertising to get a subscriber’s business, because a
subscriber rebate gives subscribers an incentive to purchase goods or
services from participating vendors. This subscriber rebate is made up

10 of a portion of the purchase price which can represent some of the
participating vendors’ savings in advertising costs. Subscriber rebates
may be invested in a personal investment program or paid back to the
subscriber. In addition, rebates may initially be placed in an escrow
account and subsequently distributed to an investment program, for

15 further purchases or to the subscriber. Each subscriber receives
information regarding purchases made under the system, escrow
account activity and balance, and investment account activity and
balance. Additionally, the system may have a recruiting subsystem to
recruit participating vendors, attract new subscribers and verify their

20 applications, and provide incentives to system representatives who also

attract new subscribers. -

BRIEF DESCRIPTION OF THE DRAWINGS

Figure 1 shows a block diagram of the preferred embodiment of

the system.
25 Figure 2 shows a flow chart of the recruiting subsystem for

recruiting new subscribers.
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DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENT

A transaction between a buyer and a vendor occurs when a
subscriber purchases goods and/or services from a participating vendor
and pays a purchase price. According to a block diagram of the

5 preferred embodiment shown in Figure 1, a system processor 1 receives
subscriber transaction information 4, 5 from each participating vendor
regarding each subscriber’s purchases from that vendor. Alternatively,
the transaction information may be received from the subscriber.
Subscriber transaction information may include subscriber

10 identification, a description of the purchased goods and services, the
price of the goods or services, and the time and place of purchase.
Subscriber transaction information may be transferred through media
such as magnetic file, written records, or electronic daté. transfer. The
processor calculates a subscriber rebate representing a predetermined

15 portion of each subscriber’s purchase payment and transfers the
subscriber rebate to an investment or pay-out system. According to
one embodiment, the rebate may pass through an intermediate stage.
The intermediate stage may be a holding area to allow the rebate
amount to accumulate to a predetermined level before further

20 processing or handling. The intermediate stage may be an escrow file
6.

The escrow file 6 may be divided into separate accounts, such as
one account for each investment vehicle 6a, 6b and a separate account
for subscribers who exercise the cash-back option 6c¢ rather then

25 choosing to invest their subscriber rebates. Each escrow account may
have administrative allocations to identify each subscriber with funds
in that account. Escrow funds can then be transferred to individual
investment accounts.

Instead of transferring a subscriber rebate from a subscriber’s

30 escrow account to the subscriber’s investment account individually, it



WO 94/04979 PCT/US93/07533

is more cost efficient to transfer a larger amount of escrow funds at
one time. Preferably, after a subscriber’s escrow account has
accumulated a threshold amount of subscriber rebate, such as $100, the
escrow funds can be transferred to the subscriber’s investment account.
5 A polling device 10 may sequentially read each subscriber’s escrow
account, and if the escrow account is larger than the threshold amount
when the account is polled, the polling device will trigger the transfer
device 11 to transfer funds from the subscriber’s escrow account to the
subscriber’s investment account. Alternatively, transfers from an

10 escrow account to an investment account may be accomplished by
setting a flag if a subscriber’s escrow account reaches the threshold
amount and transferring the funds when the flag is set.

Many investment vehicle options exist. For example, the system
might allow a subscriber to choose to invest subscriber rebate funds in

15 a fixed-rate annuity 2a, a variable-rate annuity 2b, an equity-based
mutual fund, or a bond-based mutual fund. Alternatively, the
subscriber may choose to receive the rebate amount in cash.
Subscribers may also deposit funds directly into their investment
accounts in addition to investing subscriber rebates.

20 Periodic communications between the system and each
subscriber may take the form of a periodic statement or letter 13
generated by a reporting device 12. This letter may include
information regarding recent purchases made under the purchase
rebate system with investment plan such as price, date, place, and

25 description of purchased goods or services, escrow and investment
account activity and balance, and a future payback forecast in the form
of the investment account’s projected value in a fixed amount of time,
such as 20 or 30 years, or when the subscriber reaches a certain age,
such as 65.

30 New subscribers may be acquired directly through a recruiting

subsystem or through a system representative as shown in Figure 2.
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The recruiting subsystem may distribute information and applications
through the mail, or it may place newspaper, magazine, radio,
television, or other media advertisements 1. Alternatively, a system
representative may approach a person or a group of people such as a
5 professional organization, a special interest group, or a business. By
signing up new subscribers, system representatives can receive
incentives. A system representative can be a single person, a group of
people, a subscriber, or a non-subscriber such as a benefits broker.

A system representative successfully recruits new subscribers by

10 providing a new subscriber’s completed application to the recruiting
subsystem 4 or providing a non-subscriber’s mailing address to the
recruiting subsystem 15 which results in a completed new subscriber’s
application. After receiving a non-subscriber’s mailing address 2, the
recruiting subsystem mails an application to the non-subscriber 3 and

15 awaits the return of the completed application.

After an application is received by the recruiting subsystem 5,
it checks the applications for completeness 6. If the application is
incomplete, the recruiting subsystem returns the application to the
applicant for further information 7. If the application is complete, the

20 recruiting subsystem verifies the name and address of the applicant 8.
If the name and address are invalid, the subsystem rejects the
application 14. If the name and address are valid, the recruiting
subsystem assigns the applicant a unique subscriber identification
number 9. The recruiting subsystem then adds the new subscriber to

25 the escrow and investment files 10.

Generally, the recruiting subsystem collects a periodic
maintenance fee and a one-time new-subscriber fee from each
subscriber. The system representative or recruiting subsystem,
however, may offer a variety of subscriber incentives which waive a

30 portion of either or both fees. For instance, as one person’s subscriber

incentive, the recruiting subsystem may waive collection of the new-
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subscriber fee and the first year of maintenance fees. A different
subscriber incentive would be to waive all maintenance fees.
Recruiting incentives for system representatives take the form
of a commission, distributed when a system representative signs up a
5 | new subscriber or when a new subscriber makes a purchase. For
example, commissions may take the form of a flat rate when a new
subscriber enrolls, a percentage of the new subscriber’s purchases, or
both. An agent receives credit for recruiting a new subscriber 13 when
the agent provided the address or application 11.

10 The recruiting subsystem may also recruit vendors for
participation in the system. The recruiting subsystem provides a
specially-tailored vendor inducement to a new participating vendor.
For example, the vendor may transfers only a 3% rebate of each
subscriber’s purchase price to the escrow account for one year. If the

15 vendor is satisfied with the system after the first year, the vendor
transfers a full 6% rebate to the system in following years. The
predetermined vendor rebate may be different for each participating
vendor depending upon the vendor’s willingness to participate in the
system, and the size, prestige, and notoriety of the vendor.

20 The scope of the invention is not to be limited by the description
of the preferred embodiment. The embodiment described is by way of
example and should not be construed as limiting of the claims. The

claims below are set forth to define the scope of the invention.
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WE CLAIM:
1 1. A purchase system with investment plan comprising:
2 processing means for calculating and accumulating a subscriber
3 rebate for each subscriber from subscriber transaction information
4 obtained from at least one vendor, said subscriber transaction
5 information including subscriber identification and purchase price for
6 each transaction for goods or services between a subscriber and said
7 vendor;
8 | transfer means, connected to said processing means, for
9 transferring said subscriber rebate to an investment file;
10 and reporting means, connected to said investment file and said
11 processing means, for preparing a report for each subscriber containing
12 subscriber transaction information, subscriber rebate, and transferred
13 subscriber rebate.
1 2. A system accdrding to claim 1 wherein said transfer means
2 comprises a first transfer means for transferring each subscriber’s said
3 subscriber rebate to an escrow file and a second transfer means for
4 transferring each subscriber’s said subscriber rebate from said escrow
5 file to said investment file under predetermined conditions.
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1 3. A system according to claim 1 wherein said subscriber
2 transaction information includes date of purchase, description of
3 purchased goods or services, and vendor identification.
1 4, A system according to claim 2 wherein said second transfer
2 means includes a polling means for obtaining subscriber rebate data
3 from said escrow file and enabling said second transfer means under
4 predetermined conditions.
1 5. A system according to claim 4 wherein said predetermined
2 condition is when said subscriber rebate in said escrow file represents
3 more than a predetermined amount.
1 6. A system according to claim 5 wherein said predetermined
2 amount is $100.
1 7. A system according to claim 1 further comprising a recruiting
2 subsystem for adding new subscribers which receives and verifies
3 applications and provides recruiting incentives to system

4 representatives.
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9.
1 8. A system according to claim 1 wherein said report further
2 contains an investment forecast which estimates the value of the
3 investment account in a predetermined amount of time.
1 9. A system according to claim 8 wherein said predetermined
2 amount of time is 20 years.
1 10. A system according to claim 8 wherein said predetermined
2 amount of time is 30 years.
1 11. A system according to claim 8 wherein said predetermined
2 amount of time is when subscriber reaches a predetermined age.
1 12. A system according to claim 11 wherein said predetermined age

2 is 65.
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