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(57) ABSTRACT 

A computer System that allows people to place, accept and 
Settle bets for the purpose of communicating. The System 
cuts out the middleman, Sometimes referred to as the book 
maker, allowing bettors to bet with each other directly. In 
addition to allowing people to place, accept and Settle bets, 
the System enables people to Settle disputes and change bets. 
It also allows people to place Special types of bets for the 
purpose of demonstrating probability and quantity estimates. 
The System also allows people to to link bets to ordinary 
Statements that are also entered into the System. 
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COMMUNICATIONS SYSTEM USING BETS 

CROSS REFERENCES 

0001. This application is a continuation of application 
Ser. No. 09/075,984, to be U.S. Pat. No. 6,443,841. 

BACKGROUND 

0002) 1. Field of the Invention 
0003. This invention relates to a system for storing, 
displaying, modifying and executing bet backed Statements. 
0004 2. The Prior Art 
0005. The main prior art are U.S. Pat. Nos. 5,575,474 and 
5,749,785. U.S. Pat. No. 5,575,474 will be called the grand 
parent. 

0006 The new matter is disclosed in Section 22 which 
describes a special kind of bet called a COFO bet. “COFO” 
stands for Cost of Finding Things Out. ACOFO bet can be 
especially useful in many situations where a bet is used to 
communicate one's confidence in an assertion-in a bet 
statement, that is. The concepts behind a COFO bet, and the 
mechanisms for implementing Such a bet, are disclosed in 
Section 22. The inventor has never read of Such a bet, or of 
Such mechanisms, in the literature. 

SUMMARY 

0007. The bet has always been thought of as a form of 
entertainment or a vice. However, it is actually a fundamen 
tal method for keeping people honest. Bets can be used by 
people who want to demonstrate honesty by showing that 
they are willing to “put their money where their mouths are.” 
Bets can also be used by people who want to challenge the 
Statements of others by Saying, basically, “You Wannabet.” 
0008 We can devise a computer system that allows 
people to use bets efficiently in these ways, allowing people 
to place, accept and Settle bets for the purpose of commu 
nicating. The System cuts out the middleman, Sometimes 
referred to as the bookmaker or the house, enabling bettors 
to bet with each other directly. The system allows people to 
post bets, to accept bets, to change bets, to Settle the bets, and 
to Settle disputes. It also allows people to place Special types 
of bets for the purpose of demonstrating probability and 
quantity estimates different from the estimates expressed in 
odds and quantity offers. 
0009. A bet used for communication can stand alone or 
can go along with another Statement, which we will call a 
Supported Statement. The System disclosed allows people to 
link bets with corresponding Supported Statements. 

BRIEF DESCRIPTION OF DRAWINGS 

0010 FIGS. 1a and 1b show a flowchart of the CSUB 
Main Menu. 

0011 FIG. 2 shows a flowchart of the User Account 
mode. 

0012 FIG. 3 shows a flowchart of the Search mode. 
0013 FIGS. 4a and 4b show a flowchart of the Placing 
a Bet and Straight Bet modes. 
0014) 
mode. 

FIG. 5 shows a flowchart of the Accepting a Bet 
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0.015 FIG. 6 shows a flowchart of the Changing a Bet 
mode. 

0016 FIG. 7 shows a flowchart of the Settling a Bet 
mode. 

0017 FIG. 8 shows a flowchart of the Actual Odds Bet 
mode. 

0018 FIG. 9 shows a flowchart of the Range Bet mode. 
0019 FIG. 10 shows a flowchart of an expected profit 
margin function. 
0020 FIG. 11 shows a flowchart of the Supported State 
ment mode. 

0021) 
0022 FIG. 13 shows an evolution of a user bet statement 
record. 

FIG. 12 shows a partial user bet statement record. 

0023 FIG. 14 shows a bet statement market record at a 
point in time. 
0024 FIG. 15 shows a schematic of bets and counter 
bets. 

DESCRIPTION 

Part I 

Overview to Part I 

0025 The invention, a Communications System Using 
Bets (CSUB), is a special kind of data-base system that 
enables people to display, find, place, accept, Settle, and 
record bets. The bets are made and shown for the purpose of 
expressing probability estimates in the honest, "put your 
money where your mouth is,” way that only bets allow. 
Since honest probability estimates can be helpful for good 
communication, bets by themselves and attached to other 
Statements can improve communication. 
0026. The description of the CSUB is divided into several 
Sections for clarity's Sake. The features described are meant 
to be combined in a System. However, not all the features are 
essential, So it is possible to leave out features that are 
deemed Superfluous in a given implementation of the inven 
tion. 

0027 Section 1 is by far the longest and describes the 
basic System. The basic System enables people to transact 
the most familiar type of bet, which we will call a straight 
bet. The point is not to focus on this type of bet but to show 
the basic System for placing, accepting and Settling betS. 
0028. In addition to straight bets, other types of bets can 
be useful for expressing probability estimates. Sections 2 
and 3 describe how the System enables people to transact 
two of these bets, which we will call actual odds bets and 
range bets. 
0029 Section 4 describes how the system allows users to 
explicitly build an expected profit margin into the payoff 
odds of the three types of bets. 
0030. While the CSUB can be implemented as just a 
System for transacting bets, its preferred embodiment is as a 
more versatile communications System where bets can be 
linked to other statements that are not bets. We will call these 
other Statements, Supported Statements. For example, a 
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perSon can make a long argument about why inflation will 
rise and then make a bet Supporting that long argument. The 
long argument though is not a bet. Section 5 describes how 
the System enables users to link bets and Supported State 
mentS. 

0.031) Section 6 describes a variety of other important 
features that the CSUB can include. 

0032. In the description, steps of the invention that are 
obvious and add nothing are omitted. For example, we will 
assume that the System usually gives users prompts before 
the users input information. A prompt might be Something 
like, “Enter bet Statement now.' Since most prompts are 
obvious, they are usually omitted. 
0.033 AS mentioned, the first section will explain the 
basic system and the other sections will add to it. When 
additional features are explained, we will usually not repeat 
steps that have already been given. We will mainly show 
differences between bet paths and take common Steps, Such 
as Verifying the user and inputting the bet Statement, to be 
understood. Some Steps, however, will be repeated for 
clarity's sake. 
0034. This description and drawings make no pretense at 
being either the most efficient method of programming, or 
the best way to present users with options, the goal is to 
describe the key steps and functions of a CSUB. In many 
cases Steps have been described that may be omitted in a 
given implementation of the CSUB. The description simply 
lays out the principles of the present invention. Numerous 
modifications and adaptations thereof will be readily appar 
ent to those skilled in the art without departing from the 
Spirit and Scope of the present invention. 

0035) We begin with some definitions. More definitions 
will be Supplied as needed. 
0036). Some Definitions 
0037 A Bet 
0.038 A bet is an agreement entered into by two or more 
parties. For simplicity, we will consider bets between two 
parties. A bet agreement has four parts: 

0039) 
0040 Abet statement is a statement that is designed to be 
found true or false. The Statement can be practically any 
length from two words to several Volumes. (Abet Statement 
will often be fairly lengthy because it can include explicit 
definitions for deciding how to determine if the Statement is 
true or false.) 
0041) b. The Sides 
0.042 A bet has two sides, True and False. One party 
takes (betson) True and the other takes (bets on) False. If the 
bet statement is found to be true then the party that bet on 
True wins. If the statement is found to be false then the party 
that bet on False wins. 

004.3 c. The Stakes 
0044) In a bet each party puts an amount of something at 
risk. The amounts are called the Stakes. The party that loses 
agrees to pay his/her Stake to the party that wins. We will 
consider only bets where people risk things that can be 
counted in integer units, Such as money, toothpicks, chips, or 

a. The Bet Statement 
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points. Furthermore, we will only consider bets where 
people risk identical things. Thus, for example, people can 
risk money against money and toothpicks against toothpickS 
but not money against toothpickS. 

0.045 d. The Payoff Odds 
0046) The pay-odds are the proportion of the stakes 
risked in a bet. By convention, a convention we will follow, 
the odds are usually written in the form X-Y, where X 
represents the amount risked by the person who bets on 
False while Y represents the amount risked by the person 
who bets on True. 

0047 Payoff odds can be stated in other ways though. In 
fact, the System disclosed makes it easy for bettors to State 
the payoff odds in terms of percentages. Thus, a bettor can 
State the payoff odds as a percentage, p, that the Statement is 
true. This form is then converted into a conventional payoff 
odds figure, X-Y. The formulas for converting payoff odds to 
percentages and Vice versa are well known. For example, p 
of True=Y/(X+Y). Thus, if the odds are 1-1 then p=1/(1+ 
1)=50%. If the odds are 3-2 then p=2/(3+2)=40%. 
0048. The system can also enable users to state the payoff 
odds as a fraction-Y/(X+Y) for True or X/(X+Y) for 
False-which the System then converts into a conventional 
payoff odds figure. BettorS may prefer to State probability 
this way. It is more natural for Some people to Say that the 
payoff odds for True are 1/3 rather than 2-1, or that the 
payoff odds for False are 2/3 rather than 1-2. We do not show 
the system converting fraction figures into X-Y form, but 
note that it is easily done. 

0049. We will also adopt the convention that when the 
payoff odds are given in percentage form, the percentage, p, 
will be the probability that the statement is true. 1-p will be 
the probability that the statement is false. However, we do 
this just for simplicity. In practice, the System can allow 
users to enter a percentage figure for either Side. For 
instance, a person could enter False at 30%. This could mean 
that the odds are 30% that the statement is true and 70% that 
the statement is false. Or it could mean that the odds are 30% 
that the statement is false and 70% that it is true. It depends 
on the convention used. Because of the possible confusion, 
we will try to Stick with interpreting a payoff odds figure as 
the probability that the statement is true, which is converted 
to (1-p)-pin X-Y form. 
0050 (Notes on terminology: When we say payoff odds 
of p, we mean that the payoff odds for True and False are p. 
The reader must do the conversion to X-Y form. In the 
grandparent, it was Said that a user might bet on True at p 
and False at 1-p. In this application we try to consistently use 
p as the probability of true, and p as the payoff odds for True 
and False. These are two different senses of the term, though 
they can also be thought of as being equivalent. 

0051) Sometime we will use the term the payoff for True 
is, Say, 1-2, or the term True is paying 1-2. The payoff and 
is paying are also equivalent to the payoff odds figure, but 
unfortunately, we do not interpret them consistently from the 
point of view of True. We also say, for example, that the 
payoff for False is 1-2 or that False is paying 1-2. So these 
terms should not be thought of exactly as a payoff odds. For 
example, payoff odds of 2-1 mean that True is paying 2-1 
while False is paying 1-2.) 
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0.052 (Note also: The term “odds” itself is confusing 
because people use it to refer to two very different concepts. 
One is the controversial, perhaps metaphysical, concept of 
actual odds or actual probability. The other is a mechanical, 
concrete concept of payoff odds. What is even more con 
fusing is that the payoff odds can be interpreted to indicate 
what a bettor thinks the actual odds are. That, in fact, is a key 
object of the invention, to allow people to express through 
the payoff odds what they think about the actual odds. We do 
not really clear up this confusion but note that for the CSUB 
the odds are a mechanical concept. How we interpret them 
is metaphysical.) 
0053 An Example of a Bet 

Bet Statement: The consumer price index will rise at over 2% in 1995, 
according to the U.S. Commerce Department. 

Odds: 3-1, 25% 
Side Picked: True 
Stake: S1OO 

0054) The Result 
0.055 The Result of a bet is what each party determines 
about the truth or falsity of the bet statement. A party can 
report one of the following results: 

0056) 
0057 b. False: The statement is found false. 
0.058 c. Undecided: The statement is found neither 
true nor false. (For convenience, we take undecided to 
mean both undecided and undecidable.) 

0059) Disputed Result 
0060 A disputed result means that one party finds that the 
Statement is true or false or undecided and the other party 
disagrees. 

0061 Place a Bet 
0062) To place a bet means to offer a bet agreement. The 
party that does this is called the Placer. 
0063). Accept a Bet 
0064. To accept a bet means to accept the offer of a bet 
agreement. The party that does this is called the Acceptor. 

a. True: The statement is found true. 

Section 1: The Basic CSUB 

0065 
0.066 The CSUB is a computer system-including input/ 
output means, memory means, processing means, and a 
program-that enables users to place, find, accept, change, 
Settle, and record bets. 

Introduction. Form of the Invention 

0067. The system is a network of terminals connected to 
a central data-base unit. The terminals can be of various 
types Such as PCs, telephones and textphones. Users enter 
data and requests through the terminals and receive 
responses from the central data-base unit. Users might also 
call human operators who use terminals to mediate between 
callers and the central data-base. By central data-base unit 
we mean that users communicate with the same body of 
data. The data may actually be located in multiple Servers 
rather than in a single machine in a Single location. 
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0068 1A. Selecting a Transaction 
0069. As shown in FIGS. 1a and 1b, the CSUB program 
includes Steps for allowing users to Select from Several 
requests. We will call the list of requests the “main menu.” 
It includes the following request options which we will also 
call modes (the term mode is not meant to have special 
technical meaning): user account 1, Searching 2, placing a 
bet 3, accepting a bet 4, changing a bet 5, and Settling a bet 
6. FIG. 1b also shows an option to enter a supported 
Statement 7. 

0070 1B. Establishing and Accessing a User Account 
0071. The CSUB is a system to be used by a community 
of people. With it people can, as mentioned, place, accept, 
change and Settle bets. For these transactions, and certain 
others, the System needs to identify users. And the identity 
of users needs to be verified. Therefore, the CSUB creates a 
record, also called an account, for new users. The System 
also issues user passcodes to correspond to these accounts. 
0072 (In a given CSUB, passcodes can be whatever user 
authentication information is most Suitable, Such as pass 
words, voice prints, or other known means. We will use the 
term PIN to represent all passcodes.) 
0073. The CSUB can store various pieces of useful 
information in the users record. A list of useful information 
follows. A given implementation of the CSUB may or may 
not store all the information in this list. (Also note, the list 
below is not exhaustive and the user's record could include 
other information.) 
0074. A user's name can be stored. 
0075) A user's contact data (such as E-mail address, 
regular mail address, voice number, fax number) can be 
stored. This information enables the CSUB to send the user 
a message when necessary, especially a message alerting a 
user as to the status of her bet(s). Without this alerting step, 
which is described later, a user would have to keep checking 
the system to learn the status of her bets. Indeed, the CSUB 
can include an E-mailbox or voicebox for each user to which 
the System sends information updating the Status of bets. 
Users can then check their personal boxes periodically rather 
than checking all their bets. 

0076 A user's billing data (such as a credit card number) 
can be stored. This information obviously enables the CSUB 
to bill users. 

0077. A user's credit/debit data for bets can be stored. 
This information allows the CSUB to credit winners and 
debit losers when bets are settled and tell users how much 
money or other commodity they have in their account. 

0078. A user's bets and bet results can be stored. This 
information enables the CSUB to compile a history of a 
user's bets and Statistics on the user's performance. 
007.9 Thus, as shown in FIG. 2, the CSUB program 
includes the following Steps, for Storing user data: 

0080 creates a user record 10 for identification data, 
contact data, billing data, credit/debit data, bet data, 
and bet result data, 

0081 creates a user PIN and stores it 11 in user's 
record, 
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0082 outputs PIN 12 to user, 
0083) inputs and stores user's name 13, contact 14, 
billing 15, and credit/debit 16 data. 

0084. There is no sense in compiling a user record if no 
one is going to access it. Naturally then, a CSUB includes 
means for enabling users to access their records and change 
certain data in them if necessary. For example, a user might 
want to change his contact number or might want to deposit 
money in his account. 
0085) Depending on the rules of the particular CSUB, the 
System can restrict access to a user's account by PIN or can 
allow unrestricted searches of people's records. In a CSUB, 
it is very useful to allow others to see one’s records in bets 
So that people can judge one's performance. Hence, a user 
might be able to authorize others to Search her record and 
call up Statistics created from her record. The authorization 
could be by a different passcode that could be valid for a 
given period of time. The point though is not to describe 
various possible ways that a user's records can be accessed. 
These are well known. The point is just to note that the 
CSUB would include steps for allowing a user to: 

0086 a. change certain data in her record, 
0087 b. output her record, and 
0088 c. allow others to output parts of her record and 
Statistics created from her record. 

0089) 1C. Searching 
0090 The CSUB is both a transaction processing system 
that enables users to execute bets and a data-base System that 
enables users to record and see bets. As a data-base System, 
it naturally includes search functions. In FIG. 3 we see that 
users can Search both bets and Supported Statements. 
0.091 Depending on the particular CSUB, users may be 
able to Search without having an account. Having two 
classes of users, those with accounts and those without, lets 
a larger community use the CSUB as a data-base. We 
assume the System allows users to Search without entering a 
PIN. 

0092 (It is possible for a CSUB to allow users to go from 
the Search mode directly into the transaction mode. Thus a 
user might find a bet while Searching and then enter a request 
to do a transaction. The user would then enter his PIN and 
execute the transaction on the bet. This path is not shown but 
is easily implemented.) 
0093. Thus, as shown in FIG. 3, the CSUB program 
includes the following Steps for enabling users to Search the 
System's data-base of bet records: 

0094) 
O095 

0096 if bet is not found, outputs 22 message 
Saying that no Such bet is found, 

0097 
0098) 1D. Placing a Bet 
0099 When a user places a bet, it means that he makes 
a bet Statement, Sets the payoff odds, commits to picking a 
Side, True or False (though he may not specify which side), 
and puts a Stake at risk. 

inputs 20 Search parameters for a bet, 
checkS 21 to see if bet is in memory, 

if bet is found, outputs 23 the bet. 
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0100 AS will be seen later, there are a variety of different 
bets and they are distinguished by how the odds are set and 
how the Sides are picked. The basic System being described 
in this Section enables the user to place the most familiar 
type of bet, which we will call a Straight bet. In a Straight bet, 
the Placer Supplies a Single payoff odds figure and picks the 
side of the bet. 

0101 AS mentioned, in conventional betting, payoff odds 
are supplied in X-Y form. However, as befitting a medium 
that is made for expressing of probability estimates, the 
CSUB also converts odds in X-Y form into percentage form. 
And the System allows odds to be entered in percentage form 
instead of X-Y form, if a user So desires. For example, a 
perSon might place the following bet: 

Bet Statement: The Knicks will win tonight. 
Stake: S1OO 
Side Picked: True 
Payoff Odds: 40%. 

0102) The CSUB would then convert these odds into X-Y 
form (3-2). 
0103) In everyday life, people usually express probability 
figures in percentage form. For example, people usually say, 
“there is a 25% chance of rain” rather than, “the odds are 3-1 
against rain.” In fact, most people are unfamiliar with how 
probability expressions in X-Y form correspond to those in 
percentage form. So it is quite useful for a CSUB to enable 
people to Set payoff odds and actual odds using percentages 
(or fractions). Therefore, with every type of bet the CSUB 
enables users to transact, the CSUB allows users to input 
probability figures in X-Y form or percentage form. 
0104. When the user places a bet, the CSUB creates a 
record for that bet where the bet information is stored. 
Initially, this information includes the bet terms (for a 
straight bet: the bet statement, the Placer's stake, the payoff 
odds, and the side picked). In addition, the user's PIN is 
stored to verify the user. The type of bet can be stored as 
well, or can be understood from the bet data. 
0105. Any additions or changes to the bet information, 
Such as the bet being accepted, are Stored in the bet record 
as well. The record can also be linked to a Supported 
statement and to other bets, as will be described later. 
0106 Thus, as shown in FIGS. 4a and 4b, the CSUB 
program includes the following Steps for enabling users to 
place a bet: 

01.07 
0108) stores 31 the user's PIN in the record to 
identify the user as the Placer of the bet, 

01.09) 
0110 inputs and stores 33 the type of commodity 
being bet (we assume users can bet one of two types 
of commodities, money and points, and that the 
System prompts the user to enter one or the other), 

0111 
0112 inputs and stores 35 the type of bet (we 
assume the user enters “Straight Bet”) 

creates 30 a record to store the bet data in, 

inputs and Stores 32 the bet Statement, 

inputs and Stores 34 the amount at Stake, 
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0113) 
0114 

0115) 
0116 
well, 

0117) 
0118 
0119) 

0120 inputs and stores 41 the side of the bet that the 
user is taking, 

0121 assigns 42 the opposite side to the Acceptor 9. pp p 
(who at this point does not exist), 

0.122 calculates and stores 43 the Acceptor's stake 
required to cover the bet, 

inputs and Stores 36 the payoff odds, 
if the odds are in X-Y form, 

converts 37 them to percentage form, 
Stores 38 them in percentage form as 

if the payoff odds are in percentage form, 
converts 39 them to X-Y form, 
stores 40 them in X-Y form as well, 

0123 outputs 44 the information stored in the bet 
record (also called outputting the bet). 

0.124 1E. Accepting a Bet 
0125 We saw in the main menu, FIGS. 1a and 1b, that 
when a user wants to accept, Settle or change a bet, he first 
enters his PIN along with information to identify the bet. The 
system finds the bet and then the user is able to do the 
transaction. 

0.126 When a user accepts a bet, the bet has already been 
placed by another user. Thus the main task of the Acceptor 
in a straight bet is to enter an acceptance of the betterms. (In 
a Straight bet, the Placer has already picked one Side of the 
bet. AS mentioned, there are other types of bets where the 
Acceptor picks the Side.) 
0127 Thus, as shown in FIG. 5, the CSUB program 
includes the following StepS for enabling users to accept 
bets: 

0128 checks 50 to see if the bet has already been 
accepted, 

0.129 if yes, outputs 51 a message, “bet has 
already been accepted,” 

0130 if no, stores 52 user's PIN to identify the 
Acceptor of the bet, 

0131 checks 53 whether the type of bet is a 
Straight Bet, 

0132) if no, goes to steps for accepting other 
bets, 

0.133 if yes, stores 54 the acceptance and alerts 
55 the Placer of the acceptance. 

0134) The system can use two basic ways to alert the 
Placer that the bet has been accepted. The system can 
include a message box for users and Send the alert to that 
box. Or the System can Send the alert to the user's contact 
number. 

0135 The acceptance procedure above works fine in 
situations where the Placer is satisfied with the betterms, at 
the exact time the bet is accepted. Leaving the CSUB aside 
for a moment, imagine two people are making a bet. One 
perSon proposes the bet and the other accepts. The two shake 
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hands and the bet is set. The handshake signifies that the two 
parties have agreed on the terms at the exact same time. 
0.136 This simultaneity is part of most bet agreements 
but it is implicit and not usually brought out into the open. 
Without simultaneous agreement, the Placer of a bet may 
have to constantly monitor the terms of the bet. For example, 
bookie ShopS that give odds on horse races must constantly 
monitor those odds. Or, the Placer may have to arrange to be 
alerted immediately after the bet has been accepted and 
reserve the right to change the terms. For example, bookie 
shops often post odds that are Subject to confirmation by 
Shop managers. 

0.137 The reason that the terms need to be agreed to by 
both parties at the same time is that the conditions that a bet 
is about might change. Thus, a party can be at a disadvantage 
if he leaves a bet “on the table,” while the other party has 
risk-free time to think. And that poses a problem concerning 
the CSUB. 

0.138. The CSUB is not designed for professional bettors, 
but for ordinary people who want to express probability 
estimates through bets. These people do not want to spend 
their time constantly monitoring the terms of their bets. 
0139 Hence, the CSUB needs to have a way for both 
parties to agree while giving neither party an advantage. 
Ideally, the bet agreement would be simultaneous, but we 
have established that is often impractical. To solve this 
problem, the CSUB can employ a time limit method. In this 
method, once an Acceptor has accepted a bet, a time clock 
is started with a given time limit. Before the time expires, 
either party can back out of the bet. After the time has 
expired, neither party can back out. So, if the time expires 
with neither party having backed out, the bet acceptance is 
confirmed. 

0140 Thus, as shown in FIG. 5, the CSUB program can 
include the following Steps for enabling people to accept 
bets: 

0141 after storing acceptance, starts clock 56 with a 
pre-set time limit (we assume here that the time limit 
is set by the System operator), 

0.142 when the time expires, checks 57 to see if 
either Placer or Acceptor has canceled the accep 
tance, 

0143) if yes, does nothing to the bet record (the 
record will already have been changed in the 
Change Bet mode) 

0144) 
0145 Now it is important to point out that the acceptance 
procedures outlined are not the only ones possible. For 
example, rather than the time limit being pre-Set by the 
System operator, it is possible to allow the Placer to Set the 
limit. The Placer might not even care to set a limit but might 
be confident enough to leave a bet on the table for anyone 
to accept (in other words, the Placer sets the clock to 0). 

if no, Stores 58 confirmation of acceptance. 

0146 Acceptance and retraction rules are crucial parts of 
bet agreements and the rules can vary widely. Here we have 
just tried to give a useful and novel feature that a CSUB can 
include; we have not tried to Say it the only good procedure 
for accepting bets. Different rules can coexist within a Single 
CSUB, as long as they are applied to different bets. These 
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rules can be determined by users or System operators. There 
can be fees assessed (deposits forfeited)) for backing out of 
a bet once the bet has been accepted. Such fees can be paid 
to the opposing party. Such fees might be Standard or might 
be set by the Placer. 
0147 Now it is also important to point out that the system 
can enable multiple users to accept a bet. The users would 
each put up a fraction of the AcceptorS Stake. There are many 
possible ways to determine what fraction each Acceptor 
would get. For example, two users might want to accept a 
bet. The rules for deciding how much each would get are 
important and can vary widely. For now, for Simplicity's 
Sake, we will not illustrate the option of allowing multiple 
users to accept a bet, but we note that the option is easily 
implemented by those skilled in the art. 
0148) 1F. Changing a Bet 
0149 AS previously mentioned, an important part of bet 
agreements are the rules for changing the bets. One common 
rule on changing betS is that a bet can be changed or 
canceled if it has not yet been accepted. The CSUB includes 
steps that implement this rule. The CSUB can include steps 
that also implement the time limit method outlined above. 
These steps will be described below. In this set of steps, the 
Placer can change the terms of the bet, if the bet has not been 
accepted. Once the bet has been accepted, neither party can 
change the terms unilaterally, but both can back out of the 
bet before the time limit expires. 
0150. Thus, as shown in FIG. 6, the CSUB program can 
include the following steps for enabling users to make 
changes in a bet: 

0151 verifies 60 that user is the Placer or Acceptor, 
0152 checks 61 if the bet has been accepted, 

0153) if the bet has not been accepted, receives 
input 62 from the Placer, 
0154 checks 63 if input is to cancel or change 
the bet, 

O155 if input is to cancel the bet, cancels the 
bet 64, 

0156) stores 65 the cancellation in the 
Placer's record, 

O157 if input is to change the bet, inputs 66 
and Stores 67 the changes, 

0158] 
0159 checks 68 whether acceptance is con 
firmed (time limit has expired), 
0160 if yes, outputs message 69, “No 
changes allowed now,' 

0161 if no, checks 70 whether the user is the 
Placer or Acceptor 

if the bet has been accepted, 

0162 if the user is the Placer, cancels the 
bet, 

0163) stores the cancellation in the Plac 
er's record, 

0164) alerts the Acceptor 71 of the can 
cellation, 
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0165) if the user is the Acceptor, cancels 
72 the acceptance, 

0166) stores 73 the cancellation in the 
Acceptor's record, 

0167) 
tion. 

alerts 74 the Placer of the cancella 

0168 We assume in the procedure above that when the 
Placer cancels the acceptance that the whole bet is canceled 
but that when the Acceptor cancels the acceptance, the bet 
is still open for others to accept. That was why we distin 
guished between a request to cancel the bet and a request to 
cancel the acceptance of the bet. However, it is equally 
possible to include Steps whereby the bet is kept open after 
the Placer has backed out. In this case, the Placer's side can 
be taken by Some other user. 
0169. Another typical rule of bet agreements is that once 
a bet has been accepted, changes can be made by common 
consent. The CSUB can include steps that implement this 
rule whereby a certain input would signify that a party 
wanted to make a change. The party would enter the change. 
The System would alert the other party that a change was 
requested and tentatively entered into the record. Another 
input would signify whether the other party agreed to the 
change or not. The change would be made part of the bet 
only if the other party entered this confirming input. 
0170 10. Settling a Bet 
0171 The basic CSUB procedure for settling a bet is 
simple. When both sides enter the same result, the bet is 
Settled. The parties can enter a result of true or false or 
undecided. Each reported result is considered verified by the 
user's PIN and so the settlement is considered verified in the 
Same way. If a matching result is reported, the result is Stored 
as the Settle result in the bet record and in each user's record. 

0172] Once the bet is settled, the system completes the 
transaction by crediting the winner by the loser's Stake and 
debiting the loser that same amount. If both sides report 
“undecided,” this result means the bet is a push; the System 
gives neither party the other's stake. If a particular CSUB 
executes funds or point transfers, it transferS the loser's Stake 
into the winner's account. 

0173 All the above presumes that the bet is settled. Of 
course, the parties can disagree. They can disagree by 
reporting different results. Or one party can enter a result 
while the other reports nothing. In these cases, the bet is not 
settled. Therefore, the CSUB needs a step where a human 
judge can be called by one or both of the parties in a bet. 
(The CSUB could include a rule whereby a party could only 
call a judge after a given period of time after having reported 
a result.) Rules for dispute resolution vary widely and are 
not a matter of concern here. What is important is that the 
CSUB includes means for enabling the parties to call a judge 
if either so desires. And further, the CSUB needs to include 
means for enabling the judge Settle the bet and enter the 
result into the bet record and into the users’ records (these 
Steps are not shown but are easily implemented). 
0174 Thus, as shown in FIG. 7, the CSUB program 
includes the following Steps for enabling users to Settle bets: 

0175 checks 80 user PIN to see if user is either 
Placer or Acceptor 
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0176) if no, outputs message 81, “You are not 
authorized to report a result, 

0177) if yes, receives an input 82 (a call for a 
judge or a bet result), 

0.178 if the input is a call for a judge, sends a 
message 83 to a CSUB judge, 

0179 
0180 stores 84 the result in the bet record under 
the user identified by the PIN, 

0181 checks 85 to see if results have been entered 
by both parties, 
0182) if no, alerts 86 the other party of the 
result reported, 

0183) 
0184 
0185 

results, 
0186 
0187) stores 89 the settle result in the bet 
and users records, 

0188) alerts 90 users that bet is settled, 
0189) credits 91 the winner's account and 
debits the loser's 

0190. 
Section 2. Actual Odds Bets 

if the input is a bet result, 

if yes, checks 87 to see if results match, 
if the results do not match, 

alerts 88 both parties of the clashing 

if the results match, 

account by the loser's stake. 

0191 The previous section described the basic system for 
transacting bets. The System described was limited though to 
transacting Straight bets. We now describe additional means 
by which the system enables users to transact what we will 
call actual odds bets. 

0.192 In an actual odds bet, the Placer sets the bet 
Statement, the Stake, and the payoff odds but lets the Accep 
tor pick the Side. 
0193 (Note for reference in Part II, we will call this type 
of bet a flip bet because a user is willing to flip to either side 
depending on what side the opposing party picks.) 
0194 When the Placer lets the Acceptor pick the side, the 
Placer must Strive to make the payoff odds fair, presuming 
the Placer does not want to make an unfavorable bet. Fair 
payoff odds equal the actual odds. Therefore, the theory is 
that the Placer will strive, in the payoff odds, to express his 
best estimate of the actual odds. Hence the name of the bet. 

0195 For example, if the bet statement is: “This coin will 
land on heads, and the actual odds are 1-1, the Placer 
should set the payoff odds at 1-1. If he sets them at anything 
else, he lets Acceptor bet on the favorable side. Say the 
Placer sets the payoff odds in this case at 1-2 that the 
statement is True (Heads), which means that False (Tails) is 
paying 2-1. The Acceptor would presumably pick False, 
leaving the Placer with a very poor bet on True at 1-2. 
0196. Since a key object of the invention is to enable 
people to express their best probability estimates in a 
convincing way, the actual odds bet is a useful type of bet 
for a CSUB to include. 
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0197) (Note, we presume that the controversial concept 
of actual odds, also called actual probability, has Some kind 
of meaning outside of coin and casino type examples. We do 
not go into the philosophy involved.) 
0198 Thus, as shown in FIG. 8, the CSUB program 
includes the following Steps for enabling users to transact 
actual odds bets: 

0199 (As mentioned in the Overview, we add to the basic 
description rather than repeat steps previously mentioned.) 
0200 

0201) 
0202) converts 101 the odds into opposite form and 
Stores them in that form as well, 

0203 leaves 102 the side of the bet uncommitted 
and left for the Acceptor to choose, 

0204 calculates 103 the Acceptor's stakes, one for 
each side the Acceptor can take, 

0205) 
0206 outputs the bet record. 

0207 
0208) 
Side, 

0209) 
0210 erases 107 the Acceptor's stake corresponding 
to the Side not chosen, 

0211) alerts 108 the Placer that the bet has been 
accepted and tells which Side the Acceptor has 
chosen. 

In Placing a Bet mode: 

inputs and stores 100 the payoff odds, 

stores 104 the Acceptor's stakes, 

In Accepting a Bet mode, 

inputs and stores 105 the Acceptor's choice of 

assigns 106 the opposite side to the Placer, 

0212. The system can also include steps whereby the 
Placer can specify two different Stakes, depending on which 
Side the Acceptor takes. These Steps can enable the Placer to 
Specify one amount to be risked on True and another amount 
to be risked on False. We will not illustrate this option but 
it is easily implemented. 

Section 3. Range Bets 
0213 We now introduce a third kind of bet, which we 
will call a range bet. A range bet is based on the fact that 
people often State probability estimates in terms of ranges. 
For example, a perSon might Say that the chance of rain is 
10% to 20%. Since people often express probability this 
way, it is useful to have a bet that reflects this kind of 
estimate. 

0214) People can, of course, express a range in terms of 
odds in X-Y form, for example, the odds of rain are from 9-1 
to 8-2. 

0215 For the sake of simplicity we assume right now that 
the probability estimates are expressed in a range of per 
centages from p1 to p2 inclusive, where p1<p2. In other 
words, we take the range estimate to mean that a perSon 
thinks that p(True), the probability that the bet statement is 
true, is: 

0216 p1 sp(True)sp2. 
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0217. This means equivalently that the person thinks that 
p(False) is: 

0218 1-p2s P(False)s 1-p1. 
0219 For example, if the probability of rain is 10%-20% 
then the chance of no rain is 80%-90%. 

0220. In a range bet, the Placer states a range of prob 
abilities from p1 to p2, that the bet Statement is true and 
offers to bet on True with payoff odds corresponding to p1, 
and offers to bet on False with odds corresponding to p2 (by 
that we mean payoff odds corresponding to the probability 
of true being p2 and false being 1-p2). In other words, the 
person offers to bet on True at the highest payoff odds for 
True in the range and offers to bet on False at the highest 
payoff odds for False in the range. 
0221 (In the grandparent, we said that the Placer offered 
to bet on False at payoff odds corresponding to 1-p2. If one 
is thinking in terms of the probability of false, which is 
natural, then that is the way to look at it. But, in this 
application we try to consistently think in terms of the 
probability of true. This means though that one must do a 
conversion and realize that a payoff odds of p does not mean 
that the perSon taking False gets a payoff corresponding to 
the probability p, but one that corresponds to the probability 
of 1-p. For example, if p is 20% then the person taking False 
does not get a 4-1 payoff but a 1-4 payoff (which correspond 
to the probability of false being 80%). The confusing thing 
is that p can be thought of as a probability figure and a payoff 
odds offer. These are different, though convertible, concepts. 
The writer could have done a better job distinguishing the 
two, but those skilled in the art should understand by the 
context.) 
0222. The System also enables a user to express the range 
of probabilities in X-Y form. If we say the range is (X+Z)-Y 
to (X-Z)-Y then the Placer is willing to bet on True at 
(X+Z)-Y and on False at (X-Z)-Y. People would usually not 
keep the same Ybut would State a range more naturally. For 
example, the actual odds might be 17-3, corresponding to 
p(True)=15%. A range of 5% both ways would then mean a 
range of 9-1 (10%) to 8-2 (20%). 
0223) And so, in a range bet the Placer creates two 
straight bets with the same bet statement but with different 
payoff odds, one Set for betting on True and one for betting 
on False. 

0224. An Acceptor picks one of the two bets. The other 
bet is then canceled. 

0225. Thus, as shown in FIG. 9, the CSUB program 
includes the following Steps for enabling users to transact 
range bets: 
0226 

0227 
0228 if range is entered in percentage form (p1 
p2), converts 111 it to X-Y form, 

0229) if the range is entered in X-Y form, con 
Verts it to percentage form, 

0230 creates 112,113 two bets in the bet record for 
the Placer by using the same bet Statement and Stake, 
one bet where the system assigns True to the Placer 
at payoff odds corresponding to p1 and one where the 

In Placing a Bet mode, 
inputs and Stores 110 payoff odds range 
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System assigns False to the Placer at payoff odds 
corresponding to p2 (where p2 is in terms of true), 

0231 outputs the bet record. 

0232) 
0233 inputs and stores 114 which of the two bets the 
Acceptor chooses, 

In Accepting a Bet Mode, 

0234 if bet 1 is chosen, cancels 115 bet 2, 

0235 if bet 2 is chosen, cancels 116 bet 1, 

0236 alerts 117 the Placer which bet has been 
accepted. 

0237 AS with an actual odds bet, the system can include 
Steps for enabling the Placer to specify an amount to be 
risked on True and a different amount to be risked on False. 
We do not illustrate this option but note that it is easy to 
implement. 

0238. Now you might notice that a person could, as a 
bookmaker does, try to make a profit by betting both ways 
at different payoff odds. In order to Stop Such attempts, the 
Second bet in a range bet is canceled. This step cannot really 
Stop a bettor who wants to hedge his position, or create a 
profitable spread in a double bet. Yet, by showing a user's 
record, the System can reveal the user's Strategy and the 
meaning of his bets. People can see then that a Placer who 
makes a double bet is really Saying nothing about his opinion 
of probability, only that he smells a profit in creating a 
spread, as a bookmaker does. Section 6 (under lock-in 
procedures) discusses this issue further. 
0239 Let's also note that another type of range bet is 
possible. In this bet, a Placer States a range of probability and 
then offers to make a bet on either True or False, at any 
payoff odds within that range. This type of bet is mentioned 
because it is another viable way to enable a person to express 
that he believes a probability to be anywhere within a certain 
range. We will not discuss this bet further. We simply note 
that it is a potentially useful bet that is easily implemented 
within the CSUB. 

Section 4. Bets. With Explicit Profit Margins 
0240 We have described three types of bets: straight bets, 
actual odds bets, and range bets. In both a Straight bet and 
a range bet, the Placer will often try to set the payoff odds 
favorably for himself. But in an actual odds bet the Placer 
intends the bet to be fair, to be a break-even bet. This can be 
a problem because the Placer may want to express an actual 
odds estimate in the payoff odds and at the Same time build 
a profit margin into those odds. 
0241 A variation of the actual odds bet can allow a Placer 
to State actual odds and a profit margin and combine those 
two figures into the payoff odds. Because we are dealing 
with a bet, the profit margin is not certain; it is an expected 
profit margin (EPM). 
0242. The general formula for calculating an EPM in a 
bet is well known: 

0243) 
True: 

If the actual odds are X1-Y1, then for betting on 
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0245 X2-Y2 are the payoff odds corresponding to the 
desired EPM. In English this equation means that for the 
bettor who picks True, the actual probability of winning 
(Y1/(X1+Y1) is multiplied by what is in the pot (represented 
by X2+Y2) yielding the expected winnings. These equal the 
bettor’s stake (represented by Y2) multiplied by 1+the EPM. 
0246 We recall that in an actual odds bet that a Placer lets 
the opponent, the Acceptor, pick the Side. Thus, if a Placer 
builds an EPM into the payoff odds, he must create two bets, 
like a range bet. In one bet he pickS True and in the other he 
picks False. The two bets have different payoff odds, each 
set to yield the desired EPM for the Placer. (This principle 
is well known and is often relied upon by bookmakers, 
though bookmakers usually estimate how the public will bet 
rather than estimate the actual odds.) 
0247 One might ask what then is the difference between 
an actual odds bet with an EPM built in and a range bet? The 
difference is one of identifying how the payoff odds were 
arrived at, which is important if one wants to express a 
probability estimate through the payoff odds. 

0248. The Placer of a range bet is in effect saying, “I think 
the probability that the bet Statement is true is a range from 
this percent to that percent.” The Placer of an actual odds bet 
with an EPM is in effect saying, “I think the probability that 
the bet statement is true is this percent and I would like this 
profit margin built into my bet.” For example, if a perSon is 
placing a bet on whether a coin will land on heads or not, he 
might say that the actual probability is 50% and that he 
wants a profit margin of 10% built into his bet. This is 
different than Saying he thinks the actual probability is 
between 45% and 55% that the coin will land on heads 
(though the payoff odds in these two bets are nearly iden 
tical). 
0249. It is useful then for the system to enable Placers to 
Specify and explicitly display figures for the actual odds and 
an EPM. 

0250) And so, in an actual odds bet with an EPM, the 
Placer sets the actual odds and sets an EPM, which means 
that the Placer offers to bet on True at the actual odds 
modified to give the Placer the desired EPM, and to bet on 
False at the actual odds modified to give the Placer the 
desired the EPM. 

0251 Thus, as shown in FIG. 10, the CSUB program 
includes the following Steps for enabling users to place 
actual odds bets with an EPM built into the payoff odds: 
0252) 

0253) 
0254 inputs and stores 121 the desired expected 
profit margin (EPM), 

0255 creates 122, 123 two bets in the bet record for 
the Placer by using the same bet Statement and Stake, 
one bet where the system assigns True to the Placer 
at payoff odds set to yield the Placer the EPM 
entered, given the actual odds entered, and one bet 
where the system assigns False to Placer with payoff 
odds set to yield the Placer the EPM entered, given 
the actual odds entered, 

In Placing a Bet mode, 

inputs and Stores 120 the actual odds estimate, 

0256 outputs the bet record. 
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0257) 
0258 the steps are the same essentially as for 
accepting a range bet. 

In Accepting a Bet mode, 

0259 Now it may be that a Placer of a straight bet might 
also want to build a profit margin into the payoff odds. But 
in a Straight bet there is no actual odds estimate and thus no 
EPM. But we can interpret a straight bet so that we can build 
in a minimum EPM. This term means, of course, that the 
Placer thinks the EPM is greater than or equal to the 
minimum EPM specified. 
0260 We assume that in a straight bet, that the Placer 
thinks that the actual odds are greater than or equal to the 
payoff odds. We then pretend that the payoff odds are equal 
to the actual odds. We then build in the desired EPM at these 
pretend actual odds, but only for the side, True or False, that 
the Placer has picked. These payoff odds then have a 
minimum EPM built into them. 

0261) For example, say a person offers to bet, at 3-2, on 
True, that a coin will land on heads, and that the perSon 
wants a minimum EPM of 20%. We then pretend that the 
actual odds are 3-2 and then we build in the EPM for those 
actual odds. But, we only build them in for a bet on True. In 
this case, the modified payoff odds become 2-1. The Placer 
is willing to bet on True at 2-1. 
0262 The Placer can also build a minimum EPM into a 
range bet. Recall that the range bet creates two Straight bets 
with different payoff odds. We add the minimum EPM to 
each odds figure, just as we did with a single straight bet. 
0263 Thus the CSUB includes the following steps for 
enabling users to Place range bets with minimum profit 
margins built into the payoff odds: 
0264) 

0265 inputs and stores the odds range from p1-p2, 
where p1<p2, 

0266 
0267 creates two bets in the Placer's record with the 
Same bet Statement and Stake Such that the Placer has 
a minimum EPM for betting on True, given actual 
odds at p1, and a minimum EPM for betting on False, 
given actual odds at p2 (where p2 is in terms of true), 

0268 outputs the bet. 

In Placing a Bet mode, 

inputs and stores the desired minimum EPM, 

0269. Some people might call an EPM and a minimum 
EPM a “margin of safety.” The CSUB can enable people to 
build a margin of Safety into the payoff odds in the same way 
as an EPM. Though the math is identical, it is better to label 
these two things differently because the interpretation can be 
different. A person could, for example, build an EPM and a 
margin of Safety into the payoff odds. 

Section 5. Linking Bets to Supported Statements 
0270. As discussed, the purpose of the invention is to 
provide a System that enables people to express probability 
estimates in the form of bets. Hence, a perSon can use the 
CSUB to place a bet that stands alone as a probability 
estimate. 

0271 Ordinarily though, when people give probability 
estimates, the conventional kind that is, the estimates are 
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part of longer Statements. For example, perSon might State 
reasons why it will probably rain and then Say, “the chance 
of rain is 75% tonight.” This estimate can stand alone or can 
be made part of the longer statement about why it will 
probably rain. 

0272 Bets too can be made part of ordinary statements. 
When a bet is made part of an ordinary statement, we will 
call that statement a Supported Statement (SS) because the 
bet is used to Support Some point or points made in the 
Statement. And So, an SS is an ordinary Statement that 
contains a bet-all of the bet, part of the bet, a Summary of 
the bet, or a reference to the bet-that backs up Some point 
made in the SS. We will call a Supporting Betan SB for 
short. 

0273) An SS can be entered into the CSUB and stored 
along with the SB, or the SS can be entered and stored 
Separately in its own record. We will assume, for simplici 
ty's sake, that the SS is stored in its own record distinct from 
the SB. 

0274. As shown in the Search mode, the. CSUB includes 
search means for finding SS’s in the system data-base. The 
CSUB would also include means for modifying the SS. 
0275 While a conventional probability estimate is usu 
ally quite short, a bet (the bet Statement part) can be short or 
long. Therefore, a bet can be longer or shorter than the SS 
it Supports. For example, the SS can be a Statement like, "It 
looks like rain tonight.” The SB can be longer, defining what 
rain means, who will measure whether it has rained, and So 
on. On the other hand, the SS can be longer than the SB. The 
SS might be several pages about weather theory which may 
include a bet Such as, “Based on the theory just explained, 
I'll bet S100, on True, at 1-2, that it will rain tonight.” 
0276 An SS can be supported by multiple bets. For 
example, an SS about weather theory might include numer 
ous facts and numerous predictions. Some or all of these 
assertions can be bet on. 

0277. An SS can include SB's made by anyone, not just 
the writer of the SS. 

0278 As mentioned above, an SS can contain all of an 
SB, part of an SB, a summary of an SB or reference to an 
SB. Vice versa, an SB record can contain all or part of the 
SS. The references can be two way. A reference to the SB in 
the SS might be in the text of the SS. Usually, the reference 
in the SB record would not be in the text of the bet statement. 

0279 More useful than simple references are active links 
between the SS and SB records. Means for linking bets to 
ordinary Statements are a novel and very useful feature of the 
invention. Means for linking two records in a data-base are 
well known and need no elaboration here. For illustrations 
Sake, we will discuss three basic types of links, though they 
are not meant to be exhaustive. 

0280 First, the SS can contain reference data that is 
linked to the SB record such that a user can open the SB 
record directly from the SS record, and vice versa. An 
example of this is having an icon appear in the display of the 
SS. By “clicking” on the icon, a user can open the SB record. 
Another example is a hypertext link, which allows the user 
to open the SB file directly from some word or phrase in the 
SS. 
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0281 Second, the SS can contain data from the SB record 
Such that when a change is made in the SB record, a 
corresponding change is made in the SS. 
0282. Third, if an SS has multiple SB's, a compilation file 
can be created where data from all the individual SB's are 
Stored Such that any change in an individual record causes a 
corresponding change to be made in the compilation file. We 
may call this file an SS-SB record. 
0283) A passage from a newspaper article is given as a 
small illustration of a few ways that an SS can actively 
reference SBS: 

0284. The Labor Department reported yesterday that 
producer prices rose more in July than they have in 
15 months (99.9 NA), rekindling the market's Smol 
dering fears of inflation and heightening expecta 
tions that the Federal Reserve will raise interest rates 
next week. Analysts Said the report made higher 
interest rates more likely (55, Analyst). . . 

0285) “What I think we are going to see is that U.S. 
economic growth will slow (Sohn-Z9), as a result of 
high interest rates and dampening demand in the 
current quarter, Sohn Said. 

0286 (For full data on all bets. see SS-SB file: 
Glater. August 17). 

0287. In this passage we have put SB reference informa 
tion in parentheses. In the first case, “(99.9, NA)” might 
Signify that the reporter has placed a bet Supporting his claim 
that the Labor Department statistic is correct. The 99.9 can 
signify that he has 99.9% confidence and has placed a bet to 
that effect, at those payoff odds. The “NA' can signify that 
the bet has not been accepted. 
0288. In the second case, the reporter might be referenc 
ing a bet that a Source has placed where the payoff odds are 
set at 55%, signified here by (55, Analyst). The SB record 
could presumably be found under the article name and the 
name Analyst. Likewise, in the third case, we pretend that a 
Source named Sohn has placed a bet that can be found under 
reference data Sohn-Z9. We do not however see any of the 
bet data, as in the two other cases. We pretend also that a 
compilation file is created that can be found under the 
reporter's name (Glater) and the date. 
0289. In all these cases, the SB's could be found by 
entering the reference data displayed. Further, any changes 
made in the individual SB records could cause a correspond 
ing changes in the SS. For example, if the first bet was 
accepted, the NA might change to an A. Or if the payoff odds 
on Some bet changed, the corresponding figures, Such as 55, 
could change. If a bet was settled, the result (True, False, or 
Undecided) could be given, and So forth. 
0290 Thus, as shown in drawing 11, the CSUB can 
include the following Steps for enabling users to link bets 
with Supported Statements: 
0291 (For simplicity, we assume the SB is entered first.) 

0292) 
0293) 

0294 inputs and stores 132 reference data for iden 
tifying a bet that Supports the SS, 

creates 130 a record for the SS, 

inputs and stores 131 the SS, 
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0295 checks the memory to see if a record exists for 
the Supporting bet (SB), 
0296 if no, registers the absence of the SB, 
0297 if yes, links 133 the SB record and SS 
record Such that, 
0298 a... the SB record can be opened by enter 
ing reference data in the SS record, 

0299 b. the SS record can be opened by enter 
ing reference data in the SB record, 

0300 c. data from the SB record is copied into 
the SS record, 

0301 d. data in the SS record corresponding to 
data in the SB record changes when that SB 
data changes, 

0302) checks if there is more than one SB identified 
in the SS, 
0303 if yes, for each SB, repeats the steps above 
for linking the SS to the SB, 
0304 creates 134 a record for storing the mul 
tiple SB’s, 

0305) stores 135 data from all the SB's entered 
for the SS, Such that any change in the indi 
vidual SB records is reflected in the correspond 
ing data in the multiple SB record. 

Section 6. Extra Features 

0306 The previous sections described a system that 
enables people to transact three types of bets and to link 
those bets to ordinary statements. However, it should be 
remembered that the System is a novel communications 
medium and as Such it can include many more novel features 
than those described. This section will briefly describe some 
extra features that can be useful in a CSUB but the section 
is not comprehensive. 

0307 Counter Bets and Counter Statements 
0308. It is useful for a communications system to allow 
people to respond to the Statements of others. Therefore, the 
CSUB can enable people to respond to the bets and Sup 
ported Statements of others. The System can enable people to 
make “counter-bets' and “counter-statements' which are 
responses to bets and Supported Statements that are already 
in the System data-base. A counter bet is the same as other 
bets but it is also labeled as a counter-bet and linked to the 
bet and/or SS that it is a response to. (AS mentioned, 
techniques for linking two records need no elaboration.) The 
counter-Statement is like an ordinary SS except that it is 
labeled as a counter-Statement and is linked to the bet and/or 
SS it is a response to. 
0309 Guarantees 
0310. We have defined a bet as a certain type of agree 
ment where a Placer and Acceptor both put Something at 
risk. However, we can have a different kind of bet agreement 
whereby the Placer puts up a Stake, pledging that the bet 
Statement is true. If the bet Statement is false, the Placer payS 
the Stake to the Acceptor. Such an agreement can be called 
a guarantee (G-bet). The CSUB could enable users to 
transact guarantees in the Same fashion as bets except no 
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payoff odds would be entered, the bet statement would be 
identified as a guarantee, and the Acceptor would not have 
anything at Stake. (The System might charge the Acceptor a 
fee, but this is not a bet Stake.) 
0311. The system can enable the Placer to convert a 
guarantee into a probability based bet, by enabling him to 
change the payoff odds figure from nothing to an odds 
figure. Thus the payoff terms then change and the G-bet 
becomes a probability based bet. 
0312 Note that bets can be set up that are virtually 
equivalent to guarantees from the point of View of how much 
is staked by both parties. A Placer can make a bet with high 
payoff odds where the Acceptor's Stake is, Say, one penny. 
The Placer's Stake can be any amount, depending on the 
payoff odds. However, from a psychological point of View, 
a guarantee might not be equivalent to a probability based 
bet at all. A person might offer a guarantee not thinking that 
the odds are 99.4% in his favor. The guarantee might just be 
an easier kind of agreement to offer than a probability based 
bet. There are advantages in not having to be explicit about 
an odds figure. And So guarantees are a kind of bet agree 
ment distinct from probability based bets. 
0313 Entering a Probability Estimate Independent of the 
Payoff Odds 

0314. In an actual odds bet the Placer strives in the payoff 
odds to State what he thinks the actual odds are. At least the 
theory is that he usually does. With all other bets the Placer's 
honest probability estimate is unknown. Moreover, the 
Acceptor's probability estimate is not known in any of the 
three bets described. Therefore, a useful feature of the 
invention is means for enabling users, both Placers and 
Acceptors, to enter an independent estimate of the actual 
probability that the bet statement is true. Thus the CSUB can 
enable users to enter a probability estimate in addition to the 
payoff odds figure. We call this estimate an independent 
probability estimate (IPE) because it has nothing to do with 
payoffs. 

0315) The CSUB can enable users to state an IPE in three 
ways. We might say that there are three types of IPE's: a 
straight IPE, a flip IPE and a range IPE. Astraight IPE means 
that the user thinks that the actual probability is greater or 
less than the figure entered. Thus a user entering a Straight 
IPE also states whether the probability is greater or less than 
the figure entered. For example, a user may enter >75%. A 
flip IPE means that the user thinks that the IPE is his best 
Single figure estimate of the probability. Thus a user entering 
a flip IPE only enters a single figure, say, 75%. A range IPE 
means that the user thinks that the probability is within the 
range given. Thus a user entering a range IPE enters two 
figures defining a range, Say, 65%-7.5%. 

0316 A user does not have to enter a straight IPE along 
with a straight bet, or a flip IPE along with a flip bet, or a 
range IPE along with a range bet. The user can choose any 
type of IPE to enter along with a bet. 
0317 (Note: For simplicity's sake in subsequent discus 
sions, when we refer to an IPE we will usually be thinking 
of a flip IPE, a single figure.) 
0318 Now if a bet is not settled, a user might or might not 
want show the IPE that goes along with the bet. He might 
want to show it after the settlement. He might show it before 
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the Settlement to designated people. It depends on the 
situation. The CSUB can enable him to hide an IPE and 
show it to designated people. 

03.19. A user's IPE's can be very useful for compiling 
statistics in the user's record. The IPE's can be subjected to 
various Statistical tests to See how accurate the estimates 
were compared to the actual record of bet results. For 
example, all the bets with IPE's of a given percentage, Say 
50%, can be put in a group. The results from these bets can 
then be compared to the 50% estimate entered along with 
each bet. Let uS Say, for instance, that a user has 10 bets in 
which he has given an IPE of 50% True. The results in those 
bets could be anywhere from Zero Trues to ten Trues. The 
System can show what the actual results are. For example, if 
the results are 5 Trues and 5 Falses then the user has 
estimated extremely well. If they are O Trues and 10 Falses 
then the user has estimated poorly. 

0320 Bet Statistics 

0321) The CSUB can apply various well known statistical 
tests to the data in a user's record. This data can include all 
the data entered for making individual bets, the results of the 
bets, as well as IPE's and other information Such as dates of 
the bets. The main idea is to See how well the user judges 
probability. These tests can thus be very useful because a key 
object of the invention is to show people how well users 
estimate probability. 

0322) While well known tests can be applied, it should be 
noted that new statistical tests need to be developed. The 
CSUB is a novel System for registering uncertainty, and 
requires novel methods for evaluating the information reg 
istered. 

0323 Credibility Points 

0324 Credibility points (CP's) were mentioned in the 
preface as an alternative to betting money. The CSUB can 
enable users to make both cash bets and CP bets. It can 
include means for keeping track of both cash and CP 
credit/debit balances. It is useful to have both types of 
accounts in a public System where people's credibility is 
judged from results in bets. 

0325 Copying Bets 

0326. It can be very convenient for the CSUB to enable 
users to copy bets or copy parts of existing bets. If a user 
copies only part of a bet, the CSUB can also enable users to 
then add to the copied part to place a complete bet. In fact, 
means for copying bets are perhaps essential to a convenient 
CSUB. People may want to copy a bet or part of a bet for 
various reasons. For example, a perSon might want to copy 
all of a bet except for the Side picked. In Such a case, the 
person would be placing a bet on the opposite Side of the bet 
that was originally placed. For another example, a perSon 
might want to respond to a bet by making minor modifica 
tions in the original. In a communications System, bets can 
be looked at as documents and as Such, it is clear that it 
would be useful to be able to copy them or copy parts of 
them. Means for copying records and parts of records are 
well known and need no elaboration. Let us just note that the 
CSUB can include means enabling users to copy bets and 
parts of bets and to modify those bets. 
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0327 Non-public Bets 
0328. The CSUB can include means for enabling a user 
to make a non-public bet meaning that only the parties to the 
bet, or other designated people, can See the bet. Access to the 
bet record would be restricted by PIN. The main reason for 
this feature is that with certain bets public display can affect 
the outcome. 

0329 Targeting a Bet, Restricting Acceptors 
0330. The CSUB can include means for enabling a Placer 
to restrict who can accept a bet. The Placer would specify 
who can accept the bet and this information would be stored 
in the bet record. If Someone else tried to accept the bet, the 
Placer could request that the acceptance be canceled. The 
System could also recognize an authorized Acceptor and 
reject any non-authorized Acceptor. This feature can be 
useful because often a bet will be issued as a challenge to 
Some particular perSon or group. Also, a Placer might want 
to restrict the expertise of his potential opponents. 
0331 Confirmation Steps 
0332. It should go without saying, but we will mention it 
anyway, that the System can include confirmation Steps 
where a user Verifies the information he has entered. 

0333 Secondary Market 
0334. Once a bet is accepted, it can be valued by buyers 
and Sellers based on the payoff odds and the conditions the 
bet is about. A Secondary market can be created then within 
the CSUB enabling users to buy and sell bets. This feature 
is very useful for it shows the changing perceptions users 
have of the payoff odds. The prices for bets can be quoted 
both in cash (or points) and as changes in the odds. All 
transactions can be recorded in users records. 

0335 Hedging 
0336 Selling a bet in a secondary market is one way a 
user can profit from a good bet or protect against loSS in a 
bad bet. Another way is hedging, in which a bettor makes a 
bet Statement that is identical to one made in a previous bet. 
The bettor then takes the opposite side of the bet than was 
taken in the original bet. The bettor may also change the 
original odds. Rather than placing a new bet, the user may 
also hedge by accepting the same bet but taking the opposite 
Side from the Side he originally took. Hedging is a well 
known and useful technique and thus the CSUB can include 
means for enabling users to automatically hedge a bet. 

0337 Lock-In Functions 
0338 AS mentioned, it is useful to allow bettors to hedge 
their bets or sell their bets. That way the users can show that 
their opinions have changed and can allow users to realize 
profits or Stem losses. On the other hand, when a user hedges 
a bet or Sells a bet, the user's original expression of 
probability can lose force. The Placer shows himself not to 
be risking as much as in the original bet. Thus, the CSUB 
can include means for enabling a Placer or Acceptor to 
announce that he will not retract a bet, or will not sell the bet, 
or will not hedge the bet. Thus the user leaves himself more 
exposed but can give his bet more force as an expression of 
probability. The CSUB can include steps for specifying 
whether the bet is locked-in, and what kind of lock-in is 
Specified: non-hedge, non-Sale and/or non-retract. And, the 
System can include means for allowing other users to 
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challenge (called a System judge about) a hedge or a sale or 
a retraction of a bet that has been locked in. 

0339 
0340 We have limited our discussion to probability 
based bets with payoff odds, X-Y. However, there are many 
other types of useful bets, theoretically an infinite number. 
For example, a useful bet is what we will call a quantity bet. 
For example, two people can estimate a quantity, Say the 
number of gumballs in a jar. The person who guesses closer 
wins. The payoff rules can be quite varied for quantity bets. 
The point is not to discuss such bets but to say that a CSUB 
can include many other types of bets. The applicant hopes to 
discuss Some of these in a future application. 
0341 Betting Versus the System by Random Number 
Generator 

0342 Another useful feature the CSUB can include is 
allowing users to bet against the System using a random 
number generator. Here a user would make an actual odds 
bet and let the system pick the side by random number. The 
advantage of Such a bet is that a perSon can bet without 
having anyone interested in a bet. Also, a person who fears 
he will be betting against more knowledgeable people can, 
of course, keep those opponents from betting against him. 
The drawbacks are Several though, including that the System 
must appoint Someone to monitor the bet and that the bet 
may have no meaning past the fact that the user is willing to 
bet on what is essentially the flip of a coin. Nevertheless, in 
certain cases, Such a bet may be useful. 

Infinite Variety of Bets 

0343. The system could also include the feature of having 
a user bet against a random user where the Side the random 
user takes is determined by random number generator. 

7. Overview to Part II 

0344) The main purpose of Part II, of course, is to add 
new features to the system of Part I. Hence, new features 
will be described throughout Part II. Part II also elaborates 
on the importance of some of the features disclosed in Part 
I, especially those in Section 6. In these cases, Part II does 
not disclose new matter but just better explains the role of 
given features. 
0345 Part II describes the system somewhat differently 
than Part I did. This is only a change in the manner of 
description So that all the new features and their roles can be 
explained as forming a larger System than the System of Part 
I, and yet a system that builds on the system of Part 1. All 
the features of Part I remain and are the basis for under 
standing Part II. We do not redescribe procedures from Part 
I, except in certain cases for clarity's Sake. 
0346. In Part I, the description was organized around the 
procedures that the System includes. In Part II, the descrip 
tion, in a Sense, is organized around what we call a USer's 
Bet Statement Record (UBSR). This is the record that is 
created when a user enters a bet Statement. All the informa 
tion that a user enters about the bet Statement is registered in 
this record. And all the other information about the bet 
Statement that the System processes, and that concerns the 
user, is regSitered in this record. So we refer to this record 
regularly. 
0347 A second generic record is the Bet Statement's 
Market Record (MR). To oversimplify, it is made up of all 
the UBSR's for a given bet statement. 
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0348 (Note: the bet record of Part 1 is something that, 
depending on the context, referred to both a UBSR and an 
MR. Here we explicitly differentiate between the two.) 
0349 (Note also: the term record is not meant in any 
Special computer Science Sense. It is meant in the Sense of a 
medical record in that the information in it refers to a 
common Subject, not a patient of course, but the bet State 
ment and the user who has made the Statement. Together 
they make up the subject. By contrast the MR is about the 
bet Statement generically, which multiple users might have 
entered information about. The MR is made up of informa 
tion registered in individual UBSR's.) 
0350) A third key record is the User Record (UR). This 
was described in Part I. In this record, the CSUB stores the 
user's identification data and of all the UBSR's (or pointers 
to all the UBSR's) for a given user. 
0351. These three records are described in section 8 
before any new options and procedures are described. Dis 
tinct from these records are the transaction options and 
procedures that the System includes. These options and 
procedures enable a user to transact bets, to see bets, to See 
the results of bets, and to enter and See non-bet Statements 
that are associated with bets. Therefore, after describing the 
key records, Part II describes numerous options and proce 
dures that the System can include for enabling people to use 
bets as a communication tools. Rather than Summarize these 
options here, we give a table of contents at the end of this 
Section. 

0352 Aside from new transaction procedures for bets, 
the main new things Part II describes are new bet agreements 
that can be implemented in the system. We call these 
quantity bets (they were mentioned very briefly in Section 6). 
And So we have three distinct kinds of bet agreements: 

0353 1. Probability based bets (P-bets), 
0354) 2. Quantity based bets (Q-bets) and, 
0355 3. Guarantees (G-bets). 

0356. These kinds of bets differ mainly in their payoff 
rules, but not in most of the procedures for using the 
bets-for example, procedures for entering a bet, Settling a 
bet, entering a Supported Statement, and So on. Just as there 
are three types of P-bets, there are three types of Q-bets: 
Straight bets, flip bets, and range bets. 
0357 Now not all the options and procedures described 
apply to all the bets. For example, G-bets do not come in 
three types. Still, most options apply to all three kinds of 
bets. 

0358 In addition to elaborating on bet agreements, Part 
II elaborates on the CSUB's means for enabling users to 
enter independent probability estimates. In Part I, these were 
described as going along with bet offers. Part II (section 8) 
shows how they can be entered and used even without a bet 
offer. Further, the System also enables users to enter inde 
pendent quantity estimates (IOEs) that are directly analo 
gous to IPE's. We will call both of them together indepen 
dent estimates (IE’s). 
0359 A question arises as to how to present the material. 
Which should we describe first, procedures just for imple 
menting Q-bets, or general transaction procedures that apply 
to all bets? Neither way seems much better than the other so, 
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for the sake of continuity from Part I, we will describe the 
common procedures first, applying them mainly to P-bets 
and G-bets. (In describing the three key records as well, we 
will also illustrate with P-bets and G-bets, while realizing 
that the same entities and ideas apply to Q-bets.) 
0360. After discussing new procedures for P-bets and 
G-bets, we will describe how the System can enable people 
to transact Q-bets. And then we will discuss how the 
common procedures apply to Q-bets. 
0361. After section 15 on Q-bets, we describe the group 
records, the MR and the UR. Then we elaborate on how the 
CSUB can be a general purpose communications System. 
And finally we describe some important “extras.” 
0362 Some Notes on Terminology 
0363 Option means a procedure as it is presented to user. 
For example, an Enter Bet option or an Accept Bet option. 
When we say procedure, we mean a Set of Steps that the 
System takes to execute a given option. AS in Part I, when we 
recite steps that the CSUB executes we usually do not 
mention that the CSUB includes forms for enabling users to 
enter the requisite information, taking this fact to be implied. 
0364) Enables means includes means for enabling. 
0365 Instead of saying a user we will use the names Jim 
and Beth. Jim will usually take the lead role with Beth 
responding to Jim. For example, where Jim is the Placer, 
Beth would be the Acceptor. 
0366 Table of Contents for Part II 

0367) Section 7 Overview to Part II 
0368) Section 8 Three Records 
0369 Section 9 Market Options 
0370 Section 10 Additional Acceptance Procedures 
0371) Section 11 Change Procedures Revisited 
0372) Section 12 Settling Procedures Revisited 
0373) Section 13 Secondary Market for Bets 

0374 Section 14 Sum Over Histories Bets 
0375 Section 15 Quantity Bets 

0376) Section 16 The Spectrum (The Market Record) 
0377 Section 17 User Statistics 
0378 Section 18 Communications Options and 
Aspects 

0379 Section 19 Paying for Attention 

0380 Section 20 Miscellaneous 
0381 Appendix Venture Capital Bets 

8. Three Records 

0382. The CSUB is a data base system for storing, 
displaying and transacting bets So, obviously, it needs to 
create bet records. We divide bet records into two generic 
kinds called a User's Bet Statement Record (UBSR) and a 
Bet Statement's Market Record (MR). And we will see that 
each of these is actually a Series of records. 
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0383) The MR is made up of all the UBSR's for a given 
bet statement, and so we discuss UBSR's first. Then we 
discuss how an MR is made up of UBSR's. 
0384 As noted in the overview, a third key record is the 
User Record (UR) which includes all the UBSR's of a given 
user. We discuss the UR last. 

0385 (How bet records are constituted exactly is not the 
point. We are not concerned at all with coding efficiency. We 
are concerned with describing the kinds of bet information 
that are registered and how they are identified. The method 
presented here for splitting the records is not the only 
possible way, but it seems to be a good one for explaining 
the kinds of information the System registers and how that 
information is identified, displayed and used.) 

8.1 The User's Bet Statement Record 

0386 A UBSR is the record that the CSUB creates to 
Store a bet Statement and information that a given user enters 
about the bet statement. The UBSR is defined by three 
essential fields: 

0387 a. a field for a bet statement, 
0388 b. a field for the user's ID data, 
0389 c. a field for the time the user enters the bet 
Statement and/or information about the bet Statement. 

0390. As shown in FIG. 12, we picture the UBSR as a 
long column of fields that can be filled with various kinds of 
information. The bet Statement 150 is pictured at the top, 
followed by the user's ID data 151, followed by a time stamp 
152. 

0391) For the sake of concreteness, we will use the 
following bet Statement as our illustrative example: 
0392 The Dream Team will win the election. (Normally, 
a bet Statement is not So short, but we use this for illustra 
tion's purpose. We sometimes abbreviate it as Dream team 
will win.) 
0393 All the information in the UBSR is about the bet 
Statement. In other words, all the information that a user 
enters into the System about a bet refers to the bet Statement. 
The System can register more than just a single user's 
information in the user's UBSR. For example, if the user is 
involved in a bet with another user, the System registers who 
the other user is, and registers other information about the 
bet agreement (Such as when the bet was accepted, and 
whether the bet has settled). 
0394. A UBSR does not hold information about a bet 
Statement in general but information that concerns an indi 
vidual user. And so the CSUB creates a UBSR for each user 
who has entered information about the given bet Statement. 
For example, if Jim and Beth are in a bet with each other, the 
CSUB has created a UBSR for both parties. 
0395 Finding an Existing Bet Statement 
0396 The first time that any user enters a given bet 
statement the CSUB not only creates a UBSR for it, but also 
creates an MR for that bet statement and puts the UBSR in 
the MR. We call the first person who enters a given bet 
Statement the Starter of the market. After the Starter has 
established a market, other users can find the bet Statement 
for that market. 
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0397) (Note on terminology: when we say that Jim enters 
a bet Statement that means that he is either the Starter or that 
he has found and Selected an existing bet Statement to enter 
information about. In other words, once a bet Statement is 
entered for the first time, other people find it; they do not 
have to re-key it in. They still enter it though in the sense of 
Selecting it when making a bet offer, or when entering other 
information about it.) 
0398. Once another user, called her Beth, has identified a 
bet Statement, she can respond to it in many ways, including 
of course, making a payoff offer about it. If She decides to 
explicitly respond to an existing bet Statement in any way the 
CSUB creates a new UBSR for her. For example, if she 
finds, Dream Team will win, she may enter an offer that is 
different from any existing offer. Her offer is grouped in the 
MR along with the other offers. 

0399. A User Bet Statement Record Without a Bet Offer 
0400. The UBSR has only three essential fields that must 
be filled in, and so a UBSR might not even store a bet offer. 
There are Several instances where Jim may want to enter 
information about a bet Statement but not make an offer. An 
example from Part I is a Challenge, where Jim enters a bet 
Statement and challenges another user or users to make a bet 
offer, to put odds on the statement that is. There are other 
instances, which we will discuss as we go along. 

0401 What we see, to repeat, is that the bet statements 
are the kernels of the System; all the other information, 
including bet offers, is built around them. Seen this way, bet 
offers are only one kind of information that applies to bet 
Statements. Of course, they are essential to transacting bets. 
Yet, it is not necessary in the CSUB that users always make 
bet offers concerning a bet Statement. 

0402 Recap and Illustrations 

0403) To show how information is fed into the UBSR and 
how the information in each UBSR is the "raw material' of 
the System, let uS recap the main options and procedures of 
Part I for placing, accepting and Settling a Straight bet. 

04.04. When Jim selects the Place a Bet option, and the 
Straight Bet Sub-option, the CSUB presents him with a form 
for entering the: 

0405 Bet Statement: 

0406 Stake: 
0407 Payoff odds: 

0408 Side: 

04.09. The CSUB creates a UBSR for him for that bet 
Statement, and it Stores the type of bet, Stake, payoff odds, 
and Side in the UBSR. 

0410. In addition to registering what Jim enters, there are 
many things that the CSUB registers based upon Jim's 
information. For example, the CSUB registers whether or 
not Jim is the first to enter a bet Statement. AS another 
example, the CSUB registers when the bet is entered. In 
FIG. 12, we use question marks to Signify information that 
Jim enters, and we leave off the question marks where the 
information is registered by the CSUB in response to, and in 
addition to, Jim's entries. 
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0411) User Entries: 
0412 Bet statement 150, the user's ID 151, whether the 
user is placing or accepting a bet 153, the type of bet 154, 
the stake 155, the side picked 156, the payoff odds 157, the 
deadline after which the offer expires 158, the Placer's result 
159, the Acceptor's result 160, the type of commodity at 
stake 161, an independent probability estimate 162, refer 
ences for finding the Supported Statement(s) in another data 
base 163. 

0413 (Note: We assume in this example that a bet is 
executed as was discussed in Part 1, and So we use the 
names, Placer and Acceptor for the two parties in a bet. In 
general, how the parties are named depends on the market 
option chosen. We do not show fields about market options, 
as we have not described them yet.) 
0414. CSUB Entries: 
0415) Time the of the users’ entries 152, the time left after 
which neither party can back out of the bet unilaterally 164, 
whether the bet is settled 165, system pointers to the 
Supported Statement(s) 166. 
0416 Now, let us assume that Beth wants to accept Jim's 
bet. Beth chooses the Accept Bet option. The CSUB then 
creates a UBSR for her and registers the necessary infor 
mation, as described in section 1E, in both Jim's and Beth's 
UBSR's. The CSUB, for example, registers Beth's identity 
in Jim's UBSR, and vice versa. 
0417. Much of the information in both records is the 
Same, for the two parties are involved in the same bet. But 
much can be different. For example, Beth may enter a 
greater Stake than the cover amount, the amount necessary 
accept Jim's offer. The two parties may enter different 
Supported Statements and different IES. Moreover, one party 
or the other might back out of the bet. The point is that, while 
many of the facts about the bet agreement are common to 
both parties to a bet, there are also facts about the bet 
Statement that are independent of an opponent in a bet. Both 
kinds of facts are registered in a user's UBSR. 
0418 Now let us consider IPE's and G-bets to illustrate 
a little more. 

0419 Let's say that Beth wants to respond to a bet 
Statement but does not want to make an offer. Let's Say She 
finds Dream Team will win, and selects the option of 
entering an IPE. Say she enters an IPE of 75%, which is 
registered in her UBSR. Thus she is on record as Saying, at 
a given time, that she thinks the chances of the dream team 
winning are 75%. In section 6, we pointed out that an IPE 
could be entered along with a payoff offer. However, here we 
point out that an IPE or IQE can be entered without the user 
making any payoff offer. This is, obviously, an example of 
how a user can enter information into a UBSR without 
making any bet offer. 
0420 Another case that shows how information is reg 
istered in the UBSR is the case of a G-bet, which was 
discussed in section 6. This is a kind of bet offer but it has 
no payoff odds. It is a guarantee to pay a given amount of 
money or CP's, if a given bet Statement is false (or true, 
depending on which side the Placer has picked). For 
example, Jim might enter, Dream Team will win, and enter 
the side: True, and enter the kind of bet: G-bet, and enter the 
stake: S1,000. Now later Jim might have a change of heart, 
and may retract the offer, changing it to a P-bet (if the G-bet 
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concerns a quantity, he has the choice of changing the G-bet 
to a Q-bet). For example, he would find the bet statement in 
the System and Select the Change option. He would then 
enter, Say: 

Kind of Bet: P-bet 
Type of bet: Straight bet 
Payoff odds: 90% 

0421. The CSUB time stamps the new information and, 
in effect, creates a new UBSR with it, the current UBSR. The 
previous UBSR remains in memory (as noted, we are not 
concerned with coding efficiency, only in the kind of infor 
mation that is registered by the System). In this case we 
assume that the Side chosen and the Stakes remain the same, 
though Jim could change them as well, depending on the 
change rules that apply. 

0422 Supported Statements 

0423. It may seem that Supported Statements are the 
exception to the rule, for they are not necessarily entered 
into a UBSR, but can be kept in their own records. However, 
a Supported Statement Still refers to a bet Statement and Vice 
versa. Thus, the CSUB stores a pointer 166 in the UBSR to 
any Supported Statement, and/or Stores reference information 
163 that a user enters. As will be seen in section 18, a 
Supported Statement may not be stored within the CSUB but 
in another database not connected to the CSUB. In this case, 
Jim must enter reference data telling where the SS is stored. 
In any case, there is no such thing as an SS without a UBSR. 

0424 Time Considerations 

0425 The time aspect of bets is critical because bet offers 
and bet agreements are evolving things. Even when a bet 
offer is not accepted, the UBSR is not a static record. For 
example, an important piece of information that is registered 
is how much time elapses during which the offer is on the 
table and not accepted. 

0426) Thus, the third UBSR field that must be filled is the 
time field. Here the System registers when a user enters 
information about a bet Statement. Since a user will enter 
information at different times, we can think of a UBSR as an 
evolving Set of records actually. For example, a bet on, 
Dream team will win the election, might have a payoff odds 
figure that changes over time, as the user changes his or her 
odds offer. AS another example, the bet may be settled, 
thereby changing the result field. AS another example, a user 
may retract a bet offer. There can be changes in most of the 
fields of a UBSR, all except the bet statement field and the 
user ID field. A user cannot change his or her own ID. And, 
if the user changes the bet statement, the CSUB creates a 
new UBSR. 

0427 We picture a UBSR as an evolving set of records in 
FIG. 13, where we show three columns 170, 171, 172 and 
assume that certain data in each column changes from times, 
T 173, to T. 174, to T, 175. One can think of these records 
as distinct or as a single record that evolves. The CSUB 
stores not only the current UBSR but also the evolution of 
the record. 
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0428 Kernels of the System 
0429 UBSR's are the individual repositories of informa 
tion for bet statements. It is the bet statements that are the 
kernels of the whole System because almost all the actions 
of users and the System revolve around these Statements, and 
almost all the information registered by the System refers to 
bet Statements. This information is, of course, registered in 
UBSRS. 

8.2 The Bet Statement's Market Record 

0430. The CSUB groups all the UBSR's for a given bet 
Statement together. The name for this grouping is the bet 
statement market record, or market record (MR) for short. 
FIG. 14 shows the MR at a given time 180 as a set of 
UBSR's 181 which share a common bet statement 182. 
There may, however, be a single UBSR in an MR. 
0431. For example, all the people who are involved in 
bets about Dream Team will win the election will have 
individual UBSR's. All these records are grouped together 
to make a common record, the MR, that the CSUB compiles 
Statistics about and displays information from. 
0432) The fact that two or more UBSR's are in an MR 
does not mean that a bet agreement is struck. The Striking of 
bets depends on what offers are in the UBSR's, the times of 
those offers, and the Striking rules that apply (see Section 9). 
0433 As a consequence of the UBSR's varying over 
time, the MR varies over time. If it has more than one 
UBSR, it can vary more frequently than a single UBSR, of 
course. For example, assume that at a given time the MR for 
Dream Team will win shows some set of UBSR's. Now 
assume that a poll comes out about the election. Because of 
the poll, many people may change their bet offers (or other 
UBSR information) in some way. Hence the information in 
the MR may have multiple changes. 
0434) The current MR is the MR at the current point in 
time. So when we say that the CSUB shows the MR, we 
generally mean it shows the current MR. Since the CSUB 
stores the evolution of UBSR's, it also stores and display 
statistics about the evolution of the MR. This enables users 
to see how thinking about a bet Statement has evolved in a 
community. For example, Jim can ask to see how odds about 
a bet statement evolved over time for all the people who 
were involved in bets about that statement. 

0435 Market Record Statistics Put in UBSR 
0436. It should be noted that the CSUB can use the MR 
to contribute to the UBSR's that make up the MR. In each 
UBSR in an MR, the CSUB can store market statistics 
compiled from that MR, Such as the average payoff odds 
offered at a given time. 
0437 Market statistics allow comparisons of a user's bet 
with the collection of bets that share the same bet statement. 
Thus, the MR is not necessarily just made up of UBSR's; it 
can contribute information to them as well. 

0438. Two Purposes of the Market Record 
0439. The market record has two main purposes. 
0440) 1. It enables users to see what all the other users of 
the System have Said/offered about a given bet Statement. 
That way, a person who is interested in Dream Team will 
win can find out about multiple bets that have been made and 
offered. In other words, the CSUB can show the spectrum of 
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bets that have been made and offered for a given bet 
statement. The CSUB can also show statistics that Summa 
rize the State of the market. Jim may just want to examine 
the spectrum or he may be looking to place or accept a bet. 
The CSUB can also include functions for helping him find 
a bet within an MR. For example, the CSUB can locate the 
bet with the most favorable odds for a given side. We discuss 
the MR more in section 16. 

0441) 2. It enables the CSUB to strike bet offers. As 
discussed in the next section, the CSUB can include numer 
ous procedures for striking offers. We can think of the MR, 
along with the CSUB procedures for striking offers, as 
market for a bet statement. But, we should not think of 
typical markets, like the stock market. The MR is different, 
as will be seen in Section 16. 

8.3 User Record 

0442. The user record (UR) was discussed in Part I. The 
only thing to mention here is that we might describe the UR 
in terms of UBSR's. The bet information in the UR comes 
from UBSR's. (We will discuss the uses of this group record 
in section 17.) 

9. Market Options 

0443 Part 1 described how users could place bet offers 
and accept bet offers, thereby making bet agreements, 
through the CSUB. Here we expand the notions of Part I in 
the Sense that we do not simply use the terms placing and 
accepting (and Placer and Acceptor). We think in terms of 
presenting offers and coming to an agreement about the 
offers. In other words, new procedures are described by 
which the CSUB enables users to strike bet agreements. 
0444. In this section, we first discuss the notion of a bet 
offer in a larger context than was given in Part I. (Part I 
described an offer in terms of a Placer and an Acceptor 
because the Simplest Schema is the method of having, one 
party who first presents an offer and the other who then 
accepts it.) 
0445. Next, we discuss the parties who present offers and 
Strike agreements. Then we get into a description of market 
options, procedures for presenting and agreeing to bet offers. 
Most of the discussion applies to P-bets and Q-bets, but we 
concentrate on P-bets, leaving the market option procedures 
that apply to Q-bets until after Q-bets are explained in 
Section 15. After discussing market options for P-bets, we 
discuss those for G-bets. 

0446 Finally we discuss how the system can enable two 
parties to agree to a bet even though only a portion of one 
party's Stake is covered. 

9.1 Bet Offers Revisited 

0447. In Part I, the term bet was used to refer to both bet 
agreements and bet offers. The reader's common Sense was 
relied upon to distinguish between the uses given the con 
text. For example, the placing of a bet meant that a bet offer 
was presented, while the Settling of a bet meant that a bet 
agreement was Settled. 
0448. In this section we distinguish between three basic 
States of a bet: a bet offer, a struck bet, and a Sealed bet. 
Depending on what information the CSUB registers, a bet 
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can be in any of these states. While we will use these terms 
to distinguish between States of a bet, we will also often use 
just the term bet to refer to any one of these States. Bet is a 
convenient term and its meaning can usually be easily 
understood from the context. 

0449 (Note: We can further distinguish between innu 
merable other bet states-for example a retracted bet offer 
but it is more convenient to think of these three basic ones, 
which can then be modified.) 
0450. The three basic states of a bet are as follows: 
0451 1. A Bet Offer 
0452. A bet offer is defined by the information a user 
enters into the CSUB and the CSUB then registers in a 
UBSR. A bet offer is defined by terms spelled out in four 
fields of information which are for: 

0453 a... the bet statement, 
0454) b. the payoff odds or payoff quantity or guaran 
tee, 

0455 c. the side taken, 
0456 d. the stake risked. 

0457. These are terms that have been previously dis 
cussed. What makes an offer just an offer and not an 
agreement is, naturally, the agreement information. When no 
agreement is registered, we call the State of the bet a bet 
offer. We also use the following terms and phrases to refer 
to this state: an open bet, the bet is on the table, and the offer 
is on the table. All these mean that the bet can be agreed to 
by another party. The CSUB displays whether a bet offer is 
open or not. 

0458. Now there are kinds of information that the CSUB 
enables Jim to enter into the UBSR that prevent the CSUB 
from registering an agreement to a bet offer. For example, 
Jim might Set a deadline on how long his offer is open for. 
At the end of this deadline, the offer is no longer on the table, 
even though the four fields of information above have been 
entered. Another entry that Signifies that a bet is not open is 
the entering of a Suspend command (see Section 11). 
Another Such entry is a Retract command, which is Some 
what different from the Suspend command, but has the same 
effect as far as Stopping any agreement to the bet offer. We 
Say that a bet offer is retracted, Suspended or expired, when 
the corresponding commands have been entered. 
0459 What is most important to realize about a bet offer 
is that it is defined irrespective of calling the user a Placer 
or Acceptor, or any other name. To name a user who enters 
an offer we might use the term an Offeror (but that is an 
awkward word unfortunately). The point is that any time a 
user enters the information in the four fields above, the user 
is presenting a bet offer-unless the user has entered addi 
tional information for preventing agreement from taking 
place, Such as a Retract command. 
0460. When the offer cannot be agreed to we say that the 
offer is off the table, and Sometimes that the offer is closed. 
It can be off the table for various reasons, including that it 
has been agreed to. 
0461) If Beth is an Acceptor, as described in Part I, she 
agrees to an offer presented by a Placer, Jim, and at the same 
time, she enters her own offer. In other words, when an 
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Acceptor accepts an offer she is also entering her own offer. 
Since She is agreeing to the Jim's offer, she is entering an 
offer and simultinaeously taking it off the table. Yet, if Jim 
backs out of the bet, Beth's offer remains; it becomes open, 
on the table. 

0462 2. A Struck Bet 
0463 A struck bet means that two users have agreed to 
the terms of a bet offer. In Part I, “agreed to” meant that one 
party accepted the offer that another party presented, which 
implied, of course, that both parties agreed to the offer. Still, 
here we have in mind the broader idea of an agreement 
process. The Sequence of events is not the crucial thing. The 
crucial thing is that two parties have entered information that 
causes the CSUB to register that the two parties agree to a 
given offer. 
0464) Whether the CSUB allows the agreement to be 
registered depends on the Striking procedures. Presuming an 
agreement is reached, given the market option chosen, the 
agreement is registered in the UBSR's of both parties to the 
struck bet. Also registered in each UBSR is who the oppos 
ing party is. 
0465. One important thing to realize, as we give a slightly 
different perspective on the process of Striking a bet, is that 
there need to be two offers to strike a bet, one offer from each 
opponent. The offerS may match exactly, except for the 
Sides, or they may not. Even though there seems to be one 
ultimate offer that both parties agree on, actually each party 
is making that offer. So, if one party backs out, the other 
party’s offer is still on the table. Anyway, the point is that 
there are two offers that are struck when “a” bet agreement 
is struck. 

0466 (Interestingly, the offer agreed upon may not be the 
original offer that either party entered in the first place. We 
discuss this possibility in the subsection 9.3 below.) 
0467 3. A Sealed Bet 
0468. As discussed in Part I, the CSUB includes proce 
dures for enabling a party to unilaterally back out of a struck 
bet. We call a bet agreement a sealed bet when the CSUB's 
rules no longer permit Jim or Beth to unilaterally retract the 
Struck bet. This usually means that the deadline for making 
a unilateral retraction has passed, though the canceling rules 
can be more complicated, depending on what Jim and Beth 
have agreed to. 
0469. One thing Jim and Beth can agree to, for example, 
is that the time limit on the retraction clock is set to 0, which 
means that a bet that is struck is also automatically Sealed. 
0470 (Note: We have also called the retraction clock by 
the names: confirmation clock, agreement clock, and time 
clock on the acceptance.) 
0471 Names for the Parties to a Bet 
0472. In Part I, the terms Placer and Acceptor were used 
to refer to the two parties to a bet. These names usually are 
good in getting the idea acroSS of an offer that is presented 
by a first party and accepted by a Second party. Placer and 
Acceptor Signify a Sequence in other words. A first party 
does A and a Second party then does B. Because this 
Sequence is perhaps the Simplest Schema, we will use the 
terms Placer and Acceptor in later Sections, for example, in 
describing procedures for Q-bets. 
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0473 A Placer and Acceptor schema is not limited to just 
two parties. There may be more than one party that accepts 
a first perSons offer. There may be a Selection procedure, 
Such as an auction, to Select who will be the Acceptor. The 
point is that Placer and Acceptor are generic names for the 
idea of an offer that is first presented by one party and then 
accepted by another. 
0474. However, the terms Placer and Acceptor can be 
confusing for two important reasons. First, an Acceptor 
might accept a bet offer but put up a Stake that more than 
covers the Placer's Stake. This overage means that the 
Acceptor then has an open offer with a Stake equal to the 
overage. In other words, the Acceptor becomes a Placer 
relative to future users who might accept the new open offer. 
0475. The second reason, and the more important one 
from our point of View here, is that the Sequence may not be 
So Simple. There are various ways, discussed below, that an 
offer can be presented, or that two offers can be presented 
and struck. In Some of these there is no good reason to call 
one party the Placer and the other the Acceptor. For example, 
if Jim and Beth each put a price offer in a Sealed envelope 
and then exchange envelopes, and then open the envelopes, 
and then Strike a deal based on the price offers that are 
revealed, we cannot say that one party is the Placer and the 
other the Acceptor. 
0476 Still an essential aspect of the striking of bets is that 
there is a Sequence of Steps that takes place, leading to the 
Striking of the bet (or the non-striking). It is these basic 
Sequences that will be described in this section. 
0477. In addition to the sequences there must be players, 
the two or more parties who present bet offers, offers that 
may or may not be Struck. 
0478 Instead of giving names to the players now, we 
describe the basic Sequences Separately and then in each 
case give names to the players. Some names are repeated 
where Sequences are similar. 
0479. In the discussion above and below, we assume that 
a user who wants to agree to a given offer has identified that 
offer so that the system knows which offer to register 
information about. Therefore, we omit the identification 
Step, taking it to be understood. So, when we say that Jim 
enters, for example, an agreement command, the command 
refers to the offer that has been identified. 

0480. The following discussion includes market options 
whereby a user does not necessarily identify a single offer 
but instead identifies (responds to) a given bet Statement by 
making an offer about that bet statement. The user's offer is 
then possibly matched (struck) with another offer about that 
same bet statement. We still omit the step of identifying the 
bet Statement, taking it to be understood. We point out 
though where a user is making an offer that is not necessarily 
a response to an existing offer. 
0481. The character names for our two parties will usu 
ally remain Jim and Beth. 

9.2 Price Offers 

0482 Abet offer is a kind of deal that a person offers to 
others. Part I described a system that enabled Jim to present 
an offer which Beth saw and could accept. But there are 
different ways of presenting an offer that allow Jim to try to 
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improve his position, to get a better deal that is. Further, 
there are better ways for revealing a group of people's payoff 
odds offers (also called payoff offers). 
0483. In this section, we look at a bet offer as a deal with 
a price attached. In order to Strike a bet, we need prices that 
“match” as defined by the striking rules. Since two bet offers 
that can be struck must have the same bet Statement, what we 
have left is the payoff offer, the side, and the stakes. We 
ignore the Stakes though until the end of this Section, for the 
key is the payoff odds and the Side which, together, make up 
the price offer. 
0484 Both P-bets and Q-bets have prices. As noted, in 
this Section we discuss P-bets in particular, leaving the 
discussion of Q-bet prices until after we describe Q-bets in 
section 15. Still, most of the procedures for P-bets are 
directly analogous to those for Q-bets, and So will apply to 
the later discussion. In fact, most of the procedures apply to 
price offers in general. So when we say market options, what 
we mean is procedures for enabling Jim to enter an offer and 
have it struck, as determined by its price. How it can be 
Struck depends on the market option Selected. 
0485 Before discussing market options and their corre 
sponding procedures, we define what we mean by price offer 
in a CSUB P-bet. 

0486 The Definition of Price and Price Offer in a P-Bet 
0487. When people think of a price, whether for a TV or 
betting proposition, they normally think of a single figure, 
such as S199 or 3-1 against. In a P-beta price is the payoff 
figure. 

0488 However we need to keep in mind that, for the 
purposes of coming to an agreement, a price is actually a 
price offer and, as Such, it involves a side. A perSon offers to 
buy at a given price or Sell at a given price. Or perSon offers 
to take True at a given price, or take False at a given price. 
0489. So, in the CSUB, when we are thinking about the 
Striking of bet offers, a price is actually a price offer. It is a 
payoff odds figure and the side of the bet that is taken. For 
example, 3-1 is not a price offer, but 3-1 on True is a price 
offer. 3-1 on True is a different price offer than 3-1 on False. 
0490 This can be confusing because a price offer implies 
a price for both sides of a bet. For example, when Jim offers 
to take True at 3-1 he is obviously offering Beth the 
opportunity to take False at 3-1. So Jim's price offer does 
imply that Beth is being offered a price, but only for the side 
opposite Jim's. 
0491 In other words, in a P-bet, a price is a payoff figure 
that specifies the payoffs for True and False. A price offer not 
only specifies the payoffs for True and False, but also 
Specifies which sides the two parties are to take. 
0492. The Definition of Better Price in P-Bets 
0493. In a P-bet, a price is compared to another price 
from the point of view of a given Side. A better price is one 
that has a higher payoff for that Side. 
0494 Taking odds form X-Y then, a first price is better 
than a second when: the side taken is True and X1/Y1>X2/ 
Y2. 

0495 For example, when taking True, 9-1 is better than 
8-1. 
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0496 Conversely, a first price is better then a second 
when: 

0497 the side taken is False and Y1/X1>Y2/X2 (or 
X1/Y1<X2/Y2). 

0498 For example, when taking False, 8-1 is better than 
9-1. 

0499. A worse price is one that has a lower payoff for a 
given Side. Of course, when a price gets better for True then 
it gets worse for False. 
0500. In this application then, when we say “better price' 
or “best price' we mean from the point of view of a given 
Side. 

0501. Note: Usually, the term price alone will mean a 
payoff figure. Sometimes though we will use the term price 
alone and mean that a side is taken. In these cases, price 
means price offer. The context will dictate the meaning. 
0502 Basic Striking Procedure in P-Bets 
0503) The basic striking procedure in P-bets is simple and 
is the universal method for striking two price offers. (How 
ever, as with conventional price offers, there can be impor 
tant variations, and these are the Subject of this section.) 
There are two essentials to a Striking a bet: 
0504 a. The two parties presenting offers must have 
chosen opposite sides. 
0505 b. The two parties must offer each other equal or 
better prices than the parties offered themselves. In other 
words, when Jim offers a price, his offer specifies a payoff 
for both Beth and himself. Likewise, when Beth offers a 
price, she specifies a payoff for Jim and herself. The two 
offers are struck when Jim offers Beth an equal or better 
price than she specified for herself. Vice versa, the offers 
strike when Beth offers Jim an equal or better price than he 
specified for himself. 
0506 For example, if Jim offers 9-1 on True, and Beth 
offers 8-1 on False, then the bet will not be struck because 
neither party gets an equal or better deal than he/she origi 
nally offered. But, if one offer is 8-1 on True and one is 9-1 
on False, then the bet will strike because both parties are 
getting equal or better deals than they originally offered. 
What the actual strike price will be-8-1, 9-1 or somewhere 
in between-depends on the Striking rules in effect for the 
given market option. There may actually be three total 
prices: Jim's original price, Beth's original price, and the 
actual price where the two offers are struck (this third price 
is somewhere in between their original price offers). 
0507. In practice, this basic procedure can vary depend 
ing on how the price offers are presented, and whether there 
is more than one perSon offering Jim a higher price. 
0508 Aside: Another Way of Expressing Price in P-bets 
0509. Where P-bets are concerned, there is a second way 
that the System can display prices, in addition to payoff odds 
figures. It can display them in terms of expected values: cash 
or points, whichever is being Staked in the given bet offer. 
0510) The payoff odds can be multiplied by S1 or 1 point 
to yield an expected value figure. For example, if Jim takes 
True, and sets odds of 50%, then he is making an offer to buy 
True at S0.5. That means that he will buy True at a lower 
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price as well. A lower price in terms of expected values 
means that he has to pay leSS and he will get more from the 
person betting on False. Thus the payoff for True is higher 
when the price to buy is lower. 

0511) Again, as with expressing odds in X-Y form, we 
can have different conventions. The CSUB can display 
separate expected prices for True and False. We do not delve 
into this subject because the theory is well known. We just 
point out that the CSUB can display payoff offers not only 
in terms of odds but also in terms of expected values. 
0512 (Note: Expected cash and expected point prices can 
be important where the Secondary market is concerned. In 
that milieu, we use the term price in a slightly different 
Sense. That's because we are concerned with the Selling of 
Jim's or Beth's position before a bet settles.) 

9.3 Market Options 

0513 Now we describe procedures for presenting and 
striking bet offers. We call these procedures by the name 
market options because they are Standard options that Jim 
can choose for presenting and striking his offer. The CSUB 
thus can include a menu of options for of enabling Jim to 
present a bet offer to other users. 

0514 (Note: All bet offers with the same bet statement 
are grouped by the CSUB in the same market record (MR), 
regardless of what different market options might apply to 
the offers. The CSUB can include means for enabling people 
to view the MR according to type market option chosen.) 
0515. In describing market options, we make three sim 
plifying assumptions: 

0516 a. We assume that Jim and Beth are making 
straight bet offers. Why? Because, flip and range bets 
are actually double bet offers where two bet offers 
are made and not just one. Each bet of a double bet 
is a Straight bet. In other words, when Jim makes a 
double bet, he is making two Straightr bet offers 
whereby he takes a different side in each of the two 
bets. Normally, the Same Striking procedures apply to 
each straight bet of the double bet. The only differ 
ence is that Jim might have a choice as to which bet 
of a double bet to strike. That is a detail though and 
not the main point. Arbitrary rules can be made up in 
that case. 

0517 b. As was done in Part 1, we assume that Jim and 
Beth have entered Stakes that cover each other exactly, given 
the payoff odds in the bet offer. In practice, it will be more 
likely that Beth will only cover part of Jim's stake, or vice 
versa that Jim will only cover part of Beth's stake. There are 
Simple procedures for enabling a user to cover part of the 
opponent's Stake, and we will discuss them at the end of this 
Section. Meanwhile, the essential StepShave to do with price 
offers, not with the stakes involved. 

0518 c. We assume that sealing procedures are simple 
and rely on an agreement clock (the confirmation clock of 
Part 1 is an example of an agreement clock). The agreement 
clock, also called the retraction clock, will not always work 
as described in Part 1, as will be seen. Still it is assumed that 
a clock method is the key method of Sealing bets. There can, 
of course, be innumerable variations. 
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0519 Market options can be divided into three catego 
ries: 

0520) 1. The first-come-first-serve method. 
0521. 2. Auction methods. 
0522. 3. The split the difference method. 

0523) We take these each at a time. 
0524) 9.3a. The First-Come-First-Serve Method 
0525 We abbreviate the first-come-first-serve method as 
the first serve method. The first serve method is the simplest 
Striking procedure. The first Serve method means that Jim 
enters a bet offer and the bet is struck with the first person, 
call her Beth, to agree to the offer. 
0526 Beth can agree to Jim's offer by entering a single 
command. Despite the fact that she enters only a single 
command, when she agrees to Jim's offer, she is making her 
own offer. For convenience, the CSUB enables her to do this 
with a single Accept command. What this command Signi 
fies is that She is entering all the same terms of the bet as Jim 
except with a different Side chosen, and with an appropri 
ately adjusted Stake, So that both Stakes are covered, as 
dictated by the odds. 
0527. Since Beth has her own offer, registered in her 
UBSR, even if Jim retracts his offer, Beth's offer stands-it 
remains on the table, unless she designates that it be can 
celed if Jim retracts his offer. Beth can, of course, add 
information to her offer, for example she can enter an IPE 
and an SS. She might even choose a different market option 
to be applied to her offer should Jim back out of the bet and 
her offer be left on the table. 

0528. The sealing procedure can be the agreement clock 
method of Part 1. 

0529. The CSUB can create a queue of potential Accep 
tors so that if the current Acceptor (Beth) backs out of the 
Struck bet then the first potential Acceptor in the queue takes 
Beth's place. The potential Acceptors are not Simply trying 
to accept Jim's bet offer; their offers are on the table for 
anyone else to accept. Thus, the CSUB creates a queue only 
in the Sense of giving priority based on who entered a 
strikeable offer first. 

0530 One the other hand, the CSUB may only strike 
Jim's offer with the first person to accept it, while giving no 
Special priority to Subsequent Strikeable offers. Sometimes it 
can be useful not to create a queue because more people are 
thereby encouraged try to accept Jim's bet and thus express 
their opinions. Should Beth back out of the bet, the offers 
that can strike with Jim's offer may be struck randomly or 
by some other method. 
0531. Thus, the CSUB program includes the following 
Steps for enabling a user to Select a first Serve option, and for 
enabling another user to agree to the bet offer that is 
presented via a first Serve procedure: 

0532 input designation of the first serve method, 
0533 input a first bet offer from a first user, 
0534 store the bet offer in the user's UBSR, 
0535 display the bet offer, along with the first serve 
designation, 
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0536 input an agreement command from a second 
uSer, 

0537 create a second bet offer for the second user 
identical to the first offer except that the Second user 
is assigned the Side opposite the first users, and with 
the Stake Set So that the ratio of the Second user's 
Stake to the first user's Stake is equal to the ratio Set 
by the payoff odds, 

0538) 
0539 register in both UBSR's that the bet is struck 
and cannot be agreed to by any other user, 

store the second bet offer in a second UBSR, 

0540 display that the bet is struck. 

0541 9.3b Auction Methods 
0542. As the name implies, an auction method means that 
Jim auctions his offer to the highest bidder. The bet is struck 
with the highest bidder, that is. (There can be arbitrary rules 
for breaking tie bids.) 
0543. When he chooses an auction method, Jim enters an 
offer in which he sets a minimum price he will agree to and 
in which he sets a deadline for bids. 

0544 (Technically, it is possible to do an auction without 
Jim entering a minimum bid. But, we will assume that Jim 
must enter a minimum bid because this will likely be the 
more prevalent way that auctions are done.) 
0545. There are two basic kinds of auctions: open and 
Silent. In an open auction the bidders price offers are 
displayed, while in a Silent auction the bids are not displayed 
until the deadline closes. The CSUB enables Jim to choose 
either kind of auction. The CSUB also enables Jim to choose 
whether or not to keep his minimum price Secret until the 
deadline closes. This option of a Secret minimum by Jim 
doubles the auction possibilities: 

Jim's Minimum Price Bidders Bids 

1. Displayed Displayed 
2. Displayed Hidden 
3. Hidden Displayed 
4. Hidden Hidden. 

0546 For example, Jim might enter: 

Bet Statement: It will rain tomorrow in London. 
Stake: S1OO 
Side: True 
Market Option: Open auction 
Minimum Bid: 1-1 
Minimum Bid Displayed?: Yes 
Deadline: 4:00 PM today, Greenwich time. 

0547 Bidders, if there are any, Submit price bids and take 
the side opposite Jim's. When the deadline closes the CSUB 
checks which bid is highest, from Jim's point of view, and 
strikes the bet between Jim and the highest bidder. 
0548 We presume that the bet seals at the same time it is 
Struck, at the close of the bidding deadline. Up until that time 
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anyone may change a price offer. Thus we see that an 
agreement clock is used and that it is the same clock that is 
used for the Submission of bids. There are innumerable 
different ways of Sealing of bets, but in the case of auctions, 
a single deadline that applies to all bidderS Seems to be one 
of the Simplest and fairest. 
0549. By registering and displaying the various bids, the 
CSUB provides another way of showing a spectrum of offers 
about a given bet Statement. 
0550 (Note: Most Change options and Special Accep 
tance options, which are discussed in Sections 10 and 11, can 
be applied, regardless of the market option chosen for a bet 
offer. For example, the CSUB enables Jim to lock in his 
minimum price offer So that he commits to Sealing the bet at 
that price or at a higher price.) 
0551 So the CSUB includes options for selecting any of 
four auction methods by which Jim can present an offer to 
the community and by which that offer can be struck. Below 
we give Steps for an open auction method where all price 
offers are displayed. The main difference between this 
method and the otherS is just the Steps for the displaying or 
hiding of prices. 

0552) Open Auction Method Where No Prices Are Hid 
den 

0553) The CSUB includes the following steps for 
enabling a user to auction his bet offer using an open auction 
where all price offers are displayed: 

0554 input and store a first user's designation of an 
open auction offer where all prices are displayed, 

0555 input the first user's bet statement, choice of 
Side, Stake, minimum bid, and deadline for Submis 
Sion of bids, 

0556) 
0557 display the bet offer, including the auction 
designation, the minimum bid requirement and the 
deadline, 

0558) 
0559) if the deadline has not expired, check if a user 
(a bidder) has entered a Bid command since the last 
time the deadline was checked, 

0560 if no Bid command has been entered, return 
to Step of checking if deadline has expired, 

0561) 
0562) 
0563 create a bet offer for the bidder using the 
bidder's bid, and assigning the bidder the Side 
opposite the first user's Side, and Setting the 
bidder's stake Such that the bidder's stake and 
first user's Stake are in a ratio equal to that Set 
by the payoff odds of the bidder's bid, 

store the bet offer in the user's UBSR, 

check if the deadline has expired, 

if a Bid command has been entered, 

input the bidder's bid (price offer), 

0564) store the bet offer in a UBSR for the 
bidder, 

0565 display the bidder's bid, 
0566 return to step of checking if deadline has 
expired, 
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0567) 
0568) 
0569) 

0570) if no bids have been entered, register in 
the UBSR of the first user that no bids have 
been entered, 

0571) if no bids have been entered that are 
equal to or better than the first user's minimum 
price, register in the first user's UBSR that no 
strikeable bid has been entered, 

0572 if one or more bids has/have been entered 
that is/are equal to or better than the first user's 
minimum price, 

if the deadline has expired, 
Stop inputting bids, 

check if any bids have been entered, 

0573 select the best price offered to the first 
uSer, 

0574 register, in the UBSR of the first user 
and in the UBSR of the bidder who offered 
the best price, that the bet is struck and Sealed 
at that price and, 

0575 display that the bet is struck and sealed 
at that best price. 

0576 Auction Options for Bidders 
0577. Now the CSUB can allow a bidder to choose the 
market option of an auction as well. In other words, Beth can 
enter a bid for Jim's offer but at the same time designate that 
she will take the best offer she can get before the deadline 
passes. (We assume, for simplicity's sake that the same 
deadline applies to Jim's and Beth's auction offers.) 
0578. However, when there are multiple bidders on each 
Side choosing the auction option, problems can crop up in 
deciding which offers are to be Struck and at what price. 
That's because there is no single reference price being bid at. 
Say that all the offers below are silent and are minimum 
prices offers and are designated to be auctioned off to the 
highest bidder. How then are the offers to be struck and at 
what price'? 

True False 

Jim 1-1 Beth 3-1 
Angel 2-1 Denise 4-1. 

0579 Arbitrary rules can be set. For example, the system 
can strike strikeable offers randomly. (Another fair method 
is described in the next Sub-section.) There is a great variety 
of possible procedures for deciding whose offer to Strike 
with whose. The variety is too great to describe. All we can 
Say is that Some procedures are necessary because users will 
often enter the auction option in order to possibly get a better 
deal. 

0580 (Note: All four auction options will not be available 
to a bidder because by bidding for Jim's offer she will have 
already chosen to display or hide her price. But the point 
remains that the CSUB can enable her to designate the 
auction option.) 
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0581. In the next market option described, we also see the 
problem of which offers to strike and at what price. 

9.3c The Split the Difference Method 

0582 The split the difference (split-it) method for pre 
Senting a bet offer works in the following way: 

0583 1. Jim enters all the terms for a bet offer. The 
System registers the terms and displays them all except 
the price offer, which it hides. 

0584) 2. Jim also enters a deadline which the system 
displayS. 

0585 3. Beth takes the opposite side of the bet and 
enters her own price, which the System also hides. 

0586 Jim and Beth can change their offers up until the 
deadline expires. 

0587. 4. When the deadline expires, the CSUB reveals 
the price offers and strikes or does not strike the bet 
according to the basic Striking procedure with a split-it 
variation (to be described). 

0588 Regarding whether a bet is struck or not, there can 
be three situations: 

0589 a. Jim and Beth do not get offered better prices than 
they entered for themselves. (For example, if Jim offers 4-1 
taking True and Beth offers 3-1 taking False, then neither 
person has received better than he/she entered.) So the bet is 
not struck. 

0590 b. Jim and Beth enter identical price offers except 
for the Sides taken and the Stakes. (For example, Jim offers 
3-1 taking True and Beth offers 3-1 taking False.) So the bet 
is struck at the price entered. 
0591 c. Jim and Beth get offered better prices than they 
entered for themselves. (For example, Jim offers 3-1 taking 
True and Beth offers 4-1 taking False.) So the bet is struck. 
But at what price'? 

0592. The solution of the split-it method is to split the 
difference of the overlap. By overlap we mean that Beth 
offers Jim a better price than he offered for himself, and Jim 
offers Beth a better price than she offered for herself. The 
prices “overlap.” We can think of this as a conventional price 
offer situation, Say, for the purchase of a bike. ASSume that 
a buyer and seller enter offers silently (say that Jim and Beth 
each put a price offer in an envelope and that they then 
exchange envelopes) if the seller offers to sell a bike at $50 
and the buyer offers to buy at S70, there is an overlap. 
Splitting the difference means that the Sale goes through at 
S60. 

0593. But where P-bets are concerned, what is the 
middle? How do we split the difference'? We do it in terms 
of probability. 3-1 corresponds to 25% and 4-1 corresponds 
to 20%. So, in this case, the bet would be struck at 22.5% or 
31-9. In other words, the bet is struck at (p1+p2)/2. 
0594. If the bet is struck at a price that is better than Jim 
and Beth entered, then their Stakes are both reduced com 
pared to what they originally expected to put up. The CSUB 
automatically adjusts the Stakes So that they are in a ratio 
equal to the odds that the bet is struck at. 
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0595 Thus the CSUB includes the following steps for 
enabling a user to present his bet offer using a Silent bid 
method where any overlap in prices is split between the two 
parties to the bet: 

0596 input and store a first user's designation of the 
Split-it option, 

0597 input the first user's bet statement, choice of 
Side, Stake, Secret price offer, and deadline for Sub 
mission of an offer on the opposite Side, 

0598 
0599 display the bet offer, including the split-it 
designation and deadline, and hide the user's price 
offer, 

0600) 
0601) 

store the bet offer in the user's UBSR, 

input an Opposing Offer command, 

input and Store a Second user's bet terms, 
0602 display that an opposing offer has been 
entered and, 

0603 hide the second user's price offer, 
0604 if the deadline has expired, reveal and display 
the prices, 

0605 if the first user has presented the second 
user with a worse price than the Second user 
entered for herself, register in both users UBSR's 
that the bet is not struck, 

0606 if the first user has presented the second 
user with the same price that the Second user 
entered for herself, register in both users UBSR's 
that the bet is Struck at that price, 

0607 if the first user has presented the second 
user with a better price than the Second user 
entered for herself, register in both users UBSR's 
that the bet is struck, 

0608 register that the price of the struck bet is 
equal, in decimal form, to (p1+p2)/2, where p1 
is the price offer of the first user, and where p2 
is the price offer of the Second user, 

0609 Subtract from the each user's stake such 
that the users' Stakes are in a ratio equal to the 
payoff odds that the bet is struck at. 

0610 Multiple Parties Using the Split-it Method 
0611. The CSUB can enable multiple people, call them 
Jim, Beth, Denise and Angel, to use the Split-it method. By 
that we mean that multiple people enter price offers on the 
same bet statement. The offers are all hidden until the 
deadline, which is Set by the perSon, Say it is Jim, who first 
enters the bet Statement and chooses the Split-it option. The 
CSUB can enable Jim to designate a group Split-it option, 
which signifies that multiple people can enter offers to be 
potentially struck. This designation is displayed along with 
the bet statement and Jim's terms (except his price offer). 
Other people can then respond to the bet Statement and enter 
their own hidden prices. Note then that Beth, Angel and 
Denise are not responding just to Jim's initial bet offer. They 
are responding to Jim's bet Statement and the Split-it option 
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that applies. In other words, they have all chosen to enter a 
kind of Silent bid process, which is not a conventional 
auction. 

0.612) When the deadline hits, everyone’s prices are 
revealed, and bet offers are Struck or not struck according to 
the basic Striking procedure with the Split-it variation. 

0613. But when multiple parties are involved, how are 
the bets to be struck, if there are overlapping offers? For 
example, take the following case: 

True False 

Jim 1-1 Beth 3-1 
Angel 2-1 Denise 4-1. 

0.614. If we have just two parties, Jim and Beth, we can 
easily decide how to split the overlap. But with Denise and 
Angel in the picture, there can be various Strikeable bets 
with different overlaps. For example, Angels and Beth's 
offer can Strike, but So can Angels and Denises. So which 
offers should strike? There is no ideal rule. Presuming there 
are different ways to Strike the bets, one rule is to randomly 
strike bet offers that can be struck. 

0615. Another way is to first strike the two offers that 
together have the greatest overlap, and then Strike the two 
that together have the next greatest overlap, and So on, until 
all the bet offers that can be struck under this method are 
Stuck (there may be more than one remaining offer that does 
not get Struck as a result). In the case above, Jim's offer and 
Denise’s offer would strike at 13-7 (7/20, 35%), while 
Angel's and Beth's offer would strike at 17-7 (7/24, about 
29%). 
0616) One advantage of having multiple people enter 
Silent offerS is that when prices are revealed, the System can 
show another kind of Spectrum of prices that reflects 
peoples’ probability estimates, a spectrum that results from 
this kind of silent bid process. 

0.617 Note, in the illustration above, we imagine that two 
offers are made on True and two are made on False. 
However, the distribution of offers need not be equal on both 
SideS. There can be any number of people taking one side or 
the other. In practice, the proportions usually will not be 
equal. Thus, there will usually be many unstruck offers. 

9.4 Market Options for G-Bets 

0618. We discuss here market options for G-bets. For the 
Sake of concreteness, let's pretend that Jim is an executive 
of a water fountain company and that he has entered the 
following G-bet: 

Bet Statement: The water in the fountain at the Tenley Library is lead 
free as defined by the District of Columbia safe drinking 
water act, and as measured by Water Testers, Inc. 

Kind of Bet: Guarantee 
Side: True 
Stake: $10,000 
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0619 Recall, in a G-bet, Jim puts up a stake and he 
forfeits his stake if his bet statement is false (if the side he 
picked is wrong; we assume he pickS True). 
0620 Let's call the potentially opposing party Beth. The 
question is, what are the Selection procedures by which Beth 
gets to be the Acceptor of Jim's G-bet? By Acceptor we 
mean the person who has the right to collect Jim's Stake if 
the bet statement is shown to be false. 

0621 9.4a Fees for Acceptance 
0622) If the cost for accepting a G-bet is zero then we 
have a problem. Why? Because, Beth's of all kinds would 
Simply automatically accept G-bets in the hopes of winning, 
without intending to do any work to test the G-bet State 
ments. So it seems that the CSUB must in most cases register 
a cost for accepting a G-bet. This cost might be an upfront 
fee, or a fee payable only if Beth is wrong and Jim is right. 
There can also be both fees: an upfront fee, and a penalty fee 
for being wrong. The CSUB displays any fee. 
0623 The CSUB can register a standard fee determined 
by CSUB rules, or it can enable Jim to set the fee, or it can 
enable Jim to designate an auction where the Beth with the 
highest fee bid gets to be the Acceptor. The CSUB can also 
enable Jim to designate when the fee, if any is owed, is to 
be paid. 
0624. If CSUB rules determine the fee and the fee goes 
to Jim then we can think of it as a fee to discourage Beth's 
from frivolously accepting the bet, and we can interpret 
Jim's G-bet as a guarantee. (These matters of interpretation 
are personal and one might think that any fee that goes to Jim 
is actually a stake, and that Jim's G-bet is a P-bet.) 
0625 However, if Jim sets the fee or holds an auction, 
and the fee goes to him, then the fee really Seems like a 
stake, which makes the G-bet really a P-bet. We will assume 
then that if Jim Sets the fee, or if he chooses an auction 
option, that he can also direct that the fee is to go to a neutral 
third party, (Subject perhaps to Beth's approval). Thus the 
CSUB can include the feature of enabling Jim to designate 
a directed fee, and to state, in a field in the UBSR, where the 
fee is to go. The CSUB can then send the fee there or hold 
it in eScrow to be collected by the designated third party. 
0626. The CSUB can also enable Jim to designate 
whether the fee is to be returned to Beth should she turn out 
to be right. 

0627. Whether or not the fee is returned is important for 
judging the meaning of the fee in terms of a probability 
statement. The CSUB can convert Beth's fee into a prob 
ability Statement by comparing the fee to Jim's Stake. In 
other words, while the fee is not a Stake, it can be interpreted 
as a Stake in order to look at it as a probability Statement. If 
Beth can get her fee back then the fee can be treated exactly 
as a Stake in a Straight P-bet. If Beth cannot get her fee back 
then fee must be subtracted from Jim's stake to yield Beth's 
potential profit in the bet. This Subtraction, of course, 
changes these pseudo-odds. 
0628 Thus, the CSUB can display a probability figure of: 
(Acceptor's fee)/(Acceptors fee--Placer's Stake) in cases 
where Beth can get her fee back. The CSUB can also display 
a probability figure of: (Acceptor's fee)/(Placer's Stake) in 
cases where Beth cannot get her fee back. The probability 
figures can, of course, be converted into odds of X-Y form. 
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For example, if Beth is willing to pay $2,000 for the right to 
be the Acceptor where Jim's stake is S10,000, then she 
believes-if she is using the logic of expected values-that 
there is at least a 16.66 ... '76 chance that Jim's bet statement 
is false (presuming in this case that Beth gets her fee back 
if she is correct). The CSUB can show her fee in terms of 
payoff odds of 5-1 in a straight bet in which she takes False. 
0629. Thus the CSUB program can include the following 
Steps for enabling users to designate and pay fees for a G-bet 
acceptance: 

0630 Placing Mode 
0631 
Placer, 

0632) 
0633) 
0634) input the identity of the user, called the 
Recipient, to whom the fee is directed, 

0635 input whether the fee is to be returned if the 
Acceptor is correct, 

0636 store the offer including the fee information in 
a UBSR for the Placer, 

input a G-bet offer from a first user, called the 

input the fee required for accepting the offer, 

input when the fee is due, 

0637 display the G-bet offer and fee requirements. 
0638 Accepting Mode 

0639 input an acceptance command from a second 
user, called the Acceptor, 

0640 if the fee is due immediately upon the accep 
tance, deduct the fee from the Acceptor's account, 
0641 if the fee is to be returned if the Acceptor is 
correct, hold the fee for the Recipient, 

0642 if the fee is not to be returned, send the fee 
to the Recipient, 

0643) if the fee is not due immediately upon the 
acceptance, register, in the Acceptor's UBSR, the 
obligation to pay the fee to the Recipient, upon the 
Settling of the bet, and depending on whether or not 
the fee is to be returned in the event that the Acceptor 
is correct. 

0644. Settling Mode 
0645) 

0646) register the result in the UBSR's of the 
Placer and Acceptor, 

0647 add the Placer's stake to the Acceptor's 
acCOunt, 

0648 if the fee is to be returned to the Accep 
tor, and if the fee has been paid, return the fee 
to the Acceptor, 

0649) if the fee is not to be returned, and if the 
fee is owed, Send the fee to the Recipient, 

if the Acceptor is correct, 

0650) 
0651) register the result in the UBSR's of the 
Placer and Acceptor, 

if the Acceptor is not correct, 



US 2004/0058731 A1 

0652) if the fee has been held for the Recipient, 
Send the fee to the Recipient, 

0653) if the fee is owed and has not been deducted 
from the Acceptor's account, deduct the fee and 
pay the fee to the Recipient. 

0654) 9.4b Time Limits on the Acceptance of G-bets 
0655. It can be useful in many cases to set a time limit on 
the duration of the acceptance of a G-bet. By that we mean 
that the acceptance is rescinded if the Acceptor does not 
enter a bet result within the time limit. The rule holds even 
if the bet is sealed. 

0656. One reason a time limit can be useful is that it can 
give more than one person the chance to accept and collect 
on the G-bet. If there is no time limit, and if the fee for 
accepting is low, then a single perSon, possibly Jim's con 
federate, can accept Jim's G-bet and never try to Settle the 
bet. Thus, Jim's guarantee may seem to be valid even though 
it might not be. For example, Say that Beth decides to accept 
the G-bet above not because she intends to do any work to 
find out if the Statement is false, but just in case it is proved 
by someone else in the future that the water in all District of 
Columbia library water fountains is full of lead. Beth is 
thereby blocking other potential Acceptors who might want 
to test the Statement in the hopes of collecting Jim's Stake. 
0657 Blocking potential Acceptors is a problem because 
a key object of the invention is to make G-bets a meaningful 
way to express that one is Sure of a Statement. An excellent 
way to make a G-bet meaningful is to let anyone possibly 
collect on the it. That way if the G-bet is not collected on it 
means that no one has been able to prove the bet Statement 
wrong (of course, just because no one has proved it wrong 
does not mean that it is right; the costs of proving may be 
impractically high). 
0658 Yet while we want to let anyone collect on a G-bet, 
we often need to protect the Acceptor, Beth. That is because 
She may have made an investment in proving the G-bet 
Statement false. For example, she might hire Water Testers, 
Inc. to do the necessary tests. At the end of the tests she 
wants to be assured that if she has shown the statement to be 
false that she will collect. She has no incentive to test the 
Statement if Someone else can collect the reward. 

0659 Thus a time limit serves two important purposes. It 
can enable more than one person to potentially collect on a 
G-bet Statement, and at the same time, it can give an 
individual Acceptor the right to collect if she has done the 
work necessary to collect. 
0660 So, the CSUB can enable Jim to set a time limit for 
the duration of an acceptance. The CSUB stores and displays 
that limit. If Beth accepts the G-bet, and if she has not 
entered a bet result by the end of that limit, the CSUB 
cancels her acceptance and enables Someone else to accept 
the bet. 

0661 (Note: The CSUB can also enable Jim to designate 
a time limit on the duration of an acceptance of a P-bet or 
Q-bet. We do not go into this possibility at any length 
because the basic principles are the same as those above, and 
because the feature is generally more important in G-bets.) 
0662. With the designation of a time limit on the duration 
of an acceptance and with the Specification of fee require 
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ments, a G-bet offer would normally include more than the 
four fields described in the beginnig of this subsection. For 
example, a G-bet offer might include the following: 

The water in the fountain at 
the Tenley Library is lead free as defined 
by the District of Columbia safe drinking 
water act, and as measured by Water 
Testers, Inc. 

1. Bet Statement: 

2. Kind of Bet: Guarantee 
3. Side: True 
4. Stake: $10,000 
5. Acceptance fee: S1OO 
6. Fee. Due: Upon Acceptance 
7. Fee. Due to: Blessed Sacrament Church 
8. Duration of Acceptance: One month 
9. Fee returnable?: No. 

0663 Digression on the Option to Retract a G-Bet 
0664 G-bets are different than P-bets and Q-bets in that 
Acceptors do not put up Stakes to be risked. Therefore, 
certain market options for G-bets are different from those for 
P-bets and Q-bets. As noted though, most of the non-market 
options that apply to P-bets and Q-bets also apply to G-bets. 
For this Sub-Section, let us digreSS a moment and repeat that 
the CSUB enables Jim to retract his G-bet in the same ways 
he can retract any other bet. These ways usually involve an 
agreement clock (also called a retraction or confirmation 
clock). We repeat this point because, in the CSUB, the 
option to retract is a fundamental aspect of a G-bet offer, just 
as it is of a P-bet offer and a Q-bet offer. 

0665 (Note: if an acceptance fee has been paid in 
advance of the settle result, then the CSUB returns the fee 
when the Placer retracts the G-bet. The Placer may also owe 
a retraction fee, depending on the terms of the bet.) 
0666 4 Basic Market Options for G-bets 
0667 There are 4 basic market options that the CSUB 
can include for enabling Jim to present a G-bet offer and for 
Selecting an Acceptor or Acceptors: 

0668 1. The first serve method, 
0669 2. The auction method, 
0670) 3. The divide the pot method, 
0671 4. The first-to-file method. 

0672 We discuss these below. 
0673 1. The First Serve Method 
0674) The CSUB can enable Jim to designate a first serve 
option whereby the first person who accepts his G-bet offer 
is obligated to pay the designated fee and is registered as the 
Acceptor. The fee may go to Jim or it may go to the CSUB 
or to some other third party. We’ll call this first Acceptor 
Beth. 

0675. The CSUB can create a queue of people who are 
interested in accepting the bet. Each person who enters an 
acceptance after Beth is put in the queue. ASSuming that 
there is a time limit applied to the acceptance, the first perSon 
in the queue becomes the Acceptor, if Beth does not enter a 
bet result within the given time limit. The queue is also 
useful because Beth may retract her Acceptance, or she may 
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fail to provide adequate evidence to Support her bet result. 
The CSUB displays how many people are in the queue and 
when they joined the queue. 

0676 AS is evident, the first serve method is essentially 
the same as that for P-bets, with certain modifications where 
fees and Stakes are concerned. 

0677 2. The Auction Method for G-Bets 
0678. Many people may want to be the Acceptor of Jim's 
G-bet for there can be value in the right to get Jim's Stake. 
It all depends on how likely people think it is that Jim's bet 
Statement is false. Since more than one perSon may be 
interested in being the Acceptor, the CSUB can enable Jim 
to auction off the right to his Stake. 

0679 The auction method for G-bets is directly analo 
gous to that of P-bets. As with an auction of a P-bet offer, Jim 
sets a deadline for submitting bids. The person who submits 
the highest fee bid becomes the Acceptor. (AS noted, the fee 
goes to a third party.) The CSUB can also create a queue of 
potential Acceptor's who are listed in order of their bid 
amountS. 

0680 An auction can have several advantages over other 
acceptance methods. ASSuming that the auction is an open 
one, it allows Jim and other people to see the community's 
reaction to his bet offer better than other acceptance methods 
do. That's because if only one perSon can be the Acceptor 
then other people will often not bother to respond to the 
offer. But an auction gives numerous people the chance to 
respond and lets the CSUB show what these people would 
be willing to pay for the right to possibly get Jim's Stake. 
Depending on the interest in the auction, the competition of 
bidders can force people to Submit fee bids that tell more 
about the value of accepting the G-bet than a Standard fee 
would. Further, as noted, the CSUB can convert the fee bids 
into probability figures and display these. 

0681) 3. The Divide the Pot Method 
0682. The divide the pot method allows multiple people 
to accept Jim's G-bet. The AcceptorS Split the acceptance 
fee, and the CSUB automatically deducts the necessary 
shares from each Acceptor's account. AS noted, there may be 
a time limit during which people can accept the G-bet, and 
the CSUB can enable Jim to set Such a time limit. 

0683. When multiple Acceptors are involved in the same 
bet agreement, there can be various rules for Settling the bet. 
For simplicity, we will assume that all AcceptorS enter the 
Same result. 

0684. If the bet is settled in favor of the Acceptors, they 
get to split Jim's stake. The CSUB divides the stake evenly 
between the Acceptors or assigns the Stake randomly to one 
of the AcceptorS. 

0685. Further, if Jim backs out of the bet and has to pay 
a retraction fee, the fee can be split among the Acceptors as 
well. 

0686. The main point of the divide the pot method is that 
it gives multiple people the incentive to accept a G-bet. The 
CSUB shows all the people who have accepted it. Thus the 
CSUB program can include the following Steps: 
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0687 Placing Mode 
0688 input a G-bet offer from a first party, called the 
Placer, 

0689 input a designation of the divide the pot 
method, 

0690 input the fee required to accept the bet, 
0691 input a deadline for acceptances, 
0692 store the bet offer in the Placer's UBSR, 
0693 display the bet offer, including the designa 
tion, the fee and the deadline. 

0694. Accepting Mode 
0695) 
0696 create a UBSR for each user who has entered 
an acceptance, 

input acceptances, if any, 

0697) display each acceptance and the identity of 
each Acceptor, 

0.698) display how many Acceptors there are, 
0699) 

0700) 
0701) divide the acceptance fee by the number of 
Acceptors to yield each Acceptor's Share of the 
Fee, 

0702) deduct the Share of the Fee from each 
Acceptor's account. 

0703. Settling Mode 
0704 if the bet settles in favor of the Placer, register 
the result in the Placer's and in each Acceptor's 
UBSR's, 

0705) 
0706) divide the Placer's stake by the number of 
Acceptors to yield a Share of the Stake, 

0707 deduct the stake from the Placer's account 
and add the Share of the Stake to each Acceptor's 
acCOunt. 

0708 register the result in the Placer's and each 
Acceptor's UBSR's. 

0709 4. The First to File Method 
0710. The methods above for selecting who gets to be an 
Acceptor are not always Satisfactory. An example will 
illustrate. Let's assume that Beth has accepted the G-bet 
above, and further, that she does not have the time or money 
to fund the lab tests necessary to find out the lead content of 
the fountain water. Now let's assume that another user, 
Denise, has found out the lead values. How can Denise 
accept the G-bet and get her fair share of Jim's Stake, given 
the work she has done? 

0711 Well, another option that the CSUB can include is 
an option for enabling Jim to specify that the first perSon to 
find that Jim is wrong can collect Jim's stake. We call this 
method the first to file method because the first person to file 
evidence for the bet result is registered as the Acceptor. We 
presume that the result is that Jim is wrong. (In order for the 
Acceptor to collect, the evidence must be Satisfactory. 

if the deadline has expired, 
Stop inputting acceptances, 

if the bet settles in favor of the Acceptors, 
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Whether or not it is satisfactory is judged by Jim and 
possibly if there is a dispute between Jim and Denise-by 
a System judge.) 
0712. A G-bet can be a more powerful guarantee if 
anyone who finds out that the bet Statement is false can 
collect on it. That is why the CSUB can enable Jim to 
designate that his G-bet can be accepted by the first perSon 
to find that the bet Statement is false (recall, we presume Jim 
has picked True). 
0713 Now Denise may have evidence that Jim is right. In 
this case, Denise would not get to be the Acceptor. We 
presume that in the first to file method that there is a rule that 
a user who has evidence that Jim is wrong gets to be an 
Acceptor over a user with evidence that Jim is right. The 
reason for the rule is to encourage people to find out if Jim 
is wrong. For the rest of this discussion, evidence will mean 
evidence that Jim is wrong, and bet result we will mean a 
result Stating that Jim is wrong. 
0714 By first to find we actually mean first tofile evi 
dence in the CSUB. By that we mean that the CSUB enables 
Denise to enter a description of the evidence that she is using 
to back up her result. AS will also be noted in Section 12.4, 
the CSUB can include a field in the UBSR for entering a 
description of evidence for a bet result. When Denise 
accepts Jim's G-bet, the CSUB enables her to also enter her 
description of evidence into this field. Jim can then review 
the evidence and decide whether he agrees. The CSUB 
Stores and time Stamps Denise's description of her evidence. 
0715 The bet may seal automatically when Denise enters 
her acceptance and evidence. Or, Denise may enter her 
description of evidence before the bet seals. The CSUB can 
therefore also enable her to keep her evidence secret. The 
reason for keeping the evidence Secret is that Denise may 
want to hide it from Jim until the bet seals. If he sees the 
evidence before the bet seals, he will probably want to back 
out of the bet. 

0716. Another reason for keeping her evidence secret is 
that she may want to keep it from other potential Acceptors 
in order to avoid disputes, even though she has established 
her priority claim through the CSUB time stamp. Normally 
the CSUB would reveal the fact that she has entered evi 
dence, but it might not. There are various possibilities as to 
how much information is revealed. 

0717 The first to file method can be used in conjunction 
with the first serve or auction or divide the pot methods, if 
these methods have a time limit applied. In the case of a time 
limit, an existing Acceptor, Beth, can be displaced by a first 
to file Acceptor, Denise, only if Beth has not entered a bet 
result by the deadline. If Beth fails to enter a bet result by 
the deadline, Denise jumps to the head of the queue of 
people who want to accept the G-bet, presuming Denise is 
the first to file. In other words, under a first to file method, 
once an existing deadline runs out, the CSUB gives prece 
dence to Acceptors with evidence over Acceptors who do 
not have evidence. The CSUB can also create a queue of 
users who have evidence of a bet result. 

9.5 Addendum: Covering Only Part of the 
Opposing Side's Stake 

0718 Here we discuss how the CSUB can enable Beth to 
only agree to cover part of Jim's Stake, or Vice versa, enable 
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Jim to only cover part of Beth's stake. The key idea here is 
the cover amount, which we will define. (Note: here we are 
referring to the cover amount in the context of P-bets.) 
0719 Definition of the Cover Amount 
0720. The cover amount is not a single figure. Like a 
Stake figure, it depends on the Side of the bet that a perSon 
is on. If a Stake is set on one Side, we say that the cover 
amount is on the opposite Side. If Jim has offered a payoff 
odds figure and a Stake, the cover amount is how much Beth 
needs to put up to Set the Stakes in a ratio equal to the ratio 
of the payoff odds. For example, Say Jim takes True and puts 
up S100 at 2-1, then Beth's cover amount on False is S200. 
0721 Assuming payoff odds are expressed in X-Y form, 
the cover amounts are: 

0722 X(Stake on True)=(Cover Amount on False)Y. 
0723 X(Cover Amount on True)=(Stake on False)Y. 

0724. The cover amount is not the same as the stake that 
is offered by the opposite Side. It is just the amount that is 
necessary to have the Stakes be in the same ratio (proportion) 
as the payoff odds. Of course, the Stakes may be in that 
proportion to begin with. 
0725) Steps for Enabling Users to Cover Stakes Partially 
0726. The way that the CSUB enables Jim and Beth to 
Strike a bet, even though their Stakes are not in the same 
proportion as the payoff odds, is to Strike one bet where the 
Stakes are in proportion to the odds, and then create a second 
bet offer that is left on the table using the remaining Stake. 
For example, say Jim and Beth make the following offers: 

Bet Statement: It will rain today in London. 
Odds: 2-1 
Jim's Side: True 
Jim's Stake: 100 points 
Beth's Side: False 
Beth's Stake: 500 points. 

0727. The CSUB strikes a bet with all the same terms 
except that the bet is struck with Jim's full stake and Beth's 
cover amount, 200 points. The CSUB then creates a second 
offer for Beth using her remaining 300 points, and keeping 
the rest of her terms the same. This second offer has a 
separate UBSR, for it is a separate bet offer. 
0728) So the CSUB includes the following steps for 
enabling bets offers to be struck where the stakes offered are 
not in proportion to the payoff odds (X-Y): 
0729 Take ((Original Stake on True)xX)-((Original 
Stake on False)xY), 

0730) If the difference is zero then strike the bet at 
those Stakes, 

0731) 
0732 change the bet offer for the party who took 
False setting a New Stake for that party set such 
that: 

0733) (Original Stake on True)xX) ((New 
Stake on False)xY)=0, 

If the difference is negative then, 
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0734) 
0735 create a new bet offer, including a new 
UBSR, for the party taking False, such that all the 
terms of the original offer are the same except that 
the stake is set at: (Original Stake on False-New 
Stake on False), 

0736) 
0737 change the bet offer for the party who took 
True setting a New Stake for that party set such 
that: 

0738) ((New Stake on True)xX)-((Original 
Stake on False)xY)=0, 

0739) 
0740 create a new bet offer, including a new 
UBSR, for the party taking True, such that all the 
terms of the original offer are the same except that 
the stake is set at: (Original Stake on True-New 
Stake on True). 

Strike the bet at the those Stakes, then, 

If the difference is positive then, 

Strike the bet at the those Stakes, then, 

10. Additional Acceptance Procedures 
0741. When Jim puts a bet offer on the table, he can be 
very Vulnerable to people who know more than he does, 
especially if he is the Starter of a market. 
0742 Achief protection against this problem is that Jim 
can back out of a bet before the deadline passes for Sealing 
the bet. The CSUB can enable Jim to set the time limit on 
the acceptance clock, the clock that determines how long 
user's have to retract a struck bet before the bet is sealed. 
While a time period for backing out can help Jim, So can the 
lack of any period in certain situations. If he wants, Jim can 
Set the clock to 0, meaning that any acceptance is immedi 
ately Sealed. The time period of the acceptance clock is 
shown as part of the bet offer (as is the time left once the bet 
is struck). 
0743. As another form of protection, the CSUB can 
enable Jim to set a time limit on when a bet offer expires. 
After the time limit passes, the offer is off the table, though 
the CSUB can still enable people to find and see what Jim 
had previously offered. 
0744 Certain market options, Such as auction proce 
dures, can also afford Jim protection from more knowledge 
able people. 
0745) Additional, Standard Acceptance Conditions 
0746. In addition to these standard acceptance conditions 
above, the CSUB can enable Jim to enter additional, stan 
dard acceptance conditions for restricting who is eligible to 
accept his bet offer. When we say standard we mean it in the 
sense of options that the CSUB can enable Jim to automati 
cally Select, and that the CSUB can act upon, in the Sense of 
following the instructions of the condition(s). For example, 
as mentioned in Part I, the CSUB can enable Jim to restrict 
who can accept a bet based the name of the user. The CSUB 
can then check the name of an Acceptor against the name(s) 
that have been authorized or unauthorized. The CSUB can 
then reject unauthorized Acceptors. 
0747 When Jim does not specify the names of who can 
accept a bet, it can be very useful for him to know who he 
is betting against. Yet Jim may have a large problem in 
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facing an anonymous opponent who knows more than he 
does (as noted, the CSUB includes means for enabling users 
to bet anonymously). So a useful, Standard condition that 
can be made part of Jim's offer is that Beth is required to 
reveal her identity. Another useful acceptance condition is 
that Beth must reveal her UR, her betting record that is. In 
other words, CSUB can enable Jim to enter conditions 
restricting Acceptors based on whether they will reveal their 
identities and based on whether they will reveal their UR's. 
0748 Thus, in addition to all the other bet offer infor 
mation that the CSUB program enables the user to enter, the 
program can include the following Steps for enabling a user 
to restrict who can accept the user's bet offer: 
0749. In Placing Mode 

0750 a)-input the identities of those users who are 
allowed to accept the bet offer. 

0751 b)-input condition that any acceptor must 
reveal her identity. 

0752 c)-input condition that any acceptor must 
reveal her UR. 

0753 d)-display conditions entered along with the 
rest of the bet information. 

0754) In Accepting Mode 
0755 (Each step below corresponds to the appropriate 
Step above.) 
0756 a)-if Acceptor's identity does not match that (or 
those) entered by the Placer, reject the acceptance and 
display message, “Sorry, you are not authorized to accept 
this bet. 

0757 b)-if Acceptor selects the option of being anony 
mous, reject the acceptance and display message, "Sorry, if 
you want to accept this bet offer, you cannot remain anony 
mous. 

0758 c)-authorize the Placer to access the Acceptor's 
UR (when seeing the bet offer, the Acceptor will have seen 
the display of the condition requiring that the UR is 
revealed. Hence, the accepting of the offer implies that the 
CSUB should make the Acceptor's UR accessible to the 
Placer). 
0759 Now another useful condition that Jim may want to 
impose is that Beth must make a flip or range type bet. In 
other words, Jim can insist that Beth make two bet offers, 
one on each Side of the bet Statement. That way Jim can See 
what Beth thinks of the side that Jim is tentatively on. 
0760) Jim may then decide to take the side opposite the 
one he took originally. In other words, Jim might end up 
taking Beth's bet offer for the opposite side. Or, Jim may 
back out entirely, seeing what Beth is willing to bet. The 
point actually is not Jim's options once Beth has made a flip 
or range bet, but simply that the CSUB can enable Jim to 
require that Beth make an offer on both sides of the bet 
Statement. This condition can be an important protection for 
Jim. 

0761 Thus the CSUB program can include the following 
Steps for enabling a Placer to restrict Acceptors to those who 
enter flip or range bet offers: 



US 2004/0058731 A1 

0762. In Placing Mode 
0763 input the condition that Acceptors must enter 
flip or range bet offers, 

0764 display the condition along with the rest of the 
bet information. 

0765) 
0766 if Acceptor does not enter a flip or range bet 
offer, reject acceptance attempt, and inform Acceptor 
that she must enter a flip or range bet offer. 

In Accepting Mode 

0767 Entering Custom Acceptance Conditions 
0768. In contrast to standard acceptance conditions are 
custom acceptance conditions. By custom conditions we 
mean conditions that the CSUB cannot monitor or act upon, 
besides recording them. For example, Jim may enter a 
condition of: This offer can only be accepted by a Senator. 
The CSUB enables Jim to include any custom acceptance 
condition he wants in a bet offer. 

0769) Depending on convention, these terms may be part 
of the bet Statement, but it is more convenient and appro 
priate to make them Separate terms. Thus, as with a Standard 
acceptance condition, a custom condition has its own field in 
the UBSR, and a corresponding option button for entering 
the condition. The condition (or set of conditions) is then 
displayed as a separate term of the bet offer. 
0770. Now when a user goes to accept an offer with a 
custom condition attached, the CSUB presumes the user is 
doing so in accordance with the condition-the CSUB 
cannot check, for example, whether Beth is a Senator. 
Therefore, it is up to Jim to complain if Beth is violating the 
condition. The CSUB enables Jim to call for a system judge 
who can cancel the Beth's acceptance, and possibly assess 
a fee against Beth, if she accepts a bet contrary to the custom 
acceptance conditions that Jim has set forth. 

11. Changes 
0771. A key object of the invention is to enable people to 
explicitly change their minds, to change their opinions as 
expressed in bet offers (and in Supported Statements, IES 
and other UBSR information). Simply put, it should be easy 
to retract or correct or Strengthen Statements in public, and 
the CSUB enables users to do that. 

0772 Consider a reporter who has just covered a concert 
and writes a Supported Statement describing the size of the 
crowd and then places a Supporting bet about the attendance 
figure. Now imagine that twenty people, within a short 
period of time after the Story is published, try to accept the 
bet (depending on the Striking rules that apply for multiple 
Acceptors, only one person may Succeed), and imagine that 
no one offers to take the reporter's side of the bet. Well, that 
is cause to think. The reporter may want to Suspend the bet 
offer, or retract and possibly modify it. The CSUB enables 
him to do these things automatically. 
0773 Thus, in addition to the Retraction (Change) option 
discussed in Part 1, the CSUB can include a Suspend option 
which, when entered, Suspends the bet offer, but does not 
retract it entirely. This option allows people to accept the 
offer for the Sake of Seeing community reaction to the offer, 
and for the sake of priority should the bet be reactivated, but 
any acceptances are not binding (they do not cause the 
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CSUB to strike the bet offer). The CSUB would also include 
a Reactivate option for canceling the Suspension. 
0774 As noted, the CSUB enables people to see an 
evolution of changes that Jim has entered, as registered in 
the UBSR. Another useful feature the CSUB can include 
then is one that enables Jim to make what we will call a 
change Statement. By this we mean that any time Jim makes 
a change in bet offer information (or other UBSR informa 
tion), he can press a Change Statement option button and 
enter a comment giving reasons for the change. The System 
then links the comment to the change Such that comment can 
be accessed from the changed data and Vice versa. When we 
Say that the System links the comment to the change, we 
mean it links the comment to both the bet information that 
was the current information before the change was made and 
to the new bet information that is current information after 
the change is made. 
0775. The CSUB can show that a change has occurred by 
displaying a notice of a change along with a given piece of 
UBSR information. The system can enable Beth to select the 
piece of information and then call up the previous informa 
tion by pressing a Display Previous command. (Alterna 
tively, the System might not explicitly show that there has 
been a change, and may leave it to Beth to Select the 
information and then press Display Previous.) 
0776 For example, taking our reporter, he might enter the 
Retract option, and might then enter the Change Statement 
option, after which he might enter, I retract my bet about the 
Size of the crowd because twenty people have wanted to 
accept it and no one has wanted to take my position. Some 
people have given good reasons for their acceptances (see 
their Supported Statements). I will investigate further. Any 
one Seeing the retraction, which the CSUB displays as part 
of the current bet information, can ask to See a change 
Statement that is linked to the retraction. 

0777 Registering Secondary Market Sale Offers and 
Actual Sales 

0778 A fundamental way that the system can register 
changes is when a user decides to sell his bet in the CSUB's 
Secondary market or any other Secondary market. Offering to 
Sell into a Secondary market is like changing the payoff offer 
of a bet that has been Struck (presuming the Sale is at a 
different figure from the struck offer). The CSUB automati 
cally registers a Sale offer and/or an actual Sale that is made 
in the CSUB secondary market. The CSUB can also include 
an option enabling users to register a Sale offer and/or actual 
Sale that has been made in a Secondary market outside the 
CSUB. The CSUB can also enable Jim to explain a sale offer 
with a change Statement. 
0779 Lock-In Option 
0780. The opposite of the change options above is a 
lock-in option, which was discussed in section 6 of Part I. To 
elaborate just a little, the CSUB can include an option which, 
when selected, locks the bet offer in for a period of time such 
that Jim commits to Sealing the bet if the bet is accepted 
within a given period of time. The CSUB can enable Jim to 
Specify the period of time that a lock-in clock is Set for, and 
the CSUB can display how much time is left on the clock. 
Jim can further specify that an offer will not be hedged in the 
primary market or Sold in the Secondary market. Such 
lock-in commitments can give more force to the meaning of 
a bet offer. 
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0781. The CSUB can include means for enforcing Jim's 
commitment(s) by blocking him from retracting his bet 
offer, from making any Sales of his bet and from hedging the 
bet. But Stopping Jim from Selling or hedging is hard to 
impossible because he can sell outside the CSUB and can 
hedge by modifying the bet Statement slightly. 
0782. Setting the Retraction Fee 
0783. As noted in Part I, while either Jim or Beth can 
retract a bet offer in a struck bet, they may also have to pay 
a retraction fee that goes to the opponent. The CSUB enables 
Jim to set the retraction fee, which is then part of the bet 
terms. The amount of the retraction fee can be important for 
the meaning of a bet offer, because the more costly it is to 
get out of a struck bet the more confidence, usually, a perSon 
needs to have in making the bet offer. Thus, Jim can enter a 
retraction fee into the UBSR. Then, presuming the bet is 
struck with Beth, if either party backs out of the bet, the 
CSUB automatically transfers the retraction fee from that 
party's account into the other party's account. 

12. Bet Results and Settling Procedures Revisited 
0784. This section will be split into a few subsections, all 
of which share the same theme: procedures for registering 
bet results. 

0785. To recap, in Part I, we described the settling of bets 
in which two parties to a bet entered results into the System. 
If the results matched, the CSUB registered a settle result. 
(Alternatively, if there was a dispute, a judge could enter the 
settle result.) Thus, we had three results that were registered: 
the result from Jim, the result from Beth, and the settle result 
(if the bet was settled). 
0786. In this section we will expand on this basic scheme, 
giving Some other ways that the CSUB can register bet 
results. 

0787 (It might be noted as an aside that most bets will 
not be Settled because the cost of Settling, the cost of finding 
the results, will be too high. The visible lack of settling helps 
expose the costs of finding things out, our basic barrier to 
knowledge.) 

Section 12.1 Non-Acceptance of a Bet, a Very 
Important “Result” 

0788. A “result” (really more of a non-result) that is quite 
important, and that the CSUB registers, is whether a bet offer 
has been accepted. Why is this important? Well, the lack of 
acceptance can indicate many things. 
0789. If a bet is not accepted, that often means that people 
think it will not be profitable to accept it. In other words, the 
payoff odds state a lower probability that Jim's side is true 
than any bettor believes the actual odds to be. (For simplic 
ity, we will assume from here on that Jim has picked True. 
And we will assume he has offered a straight bet.) 
0790 For example, say Jim enters the bet statement, It 
will rain today, and sets payoff odds of 25%. And say the bet 
is not accepted. Okay. We usually assume, though it is not 
always correct of course, that in a market there are many 
Sharp people checking for good bets to accept, checking for 
overly optimistic payoff odds. Ignoring the philosophical 
problems of what actual odds are, the point is that if there is 
no acceptance then no one who has seen the bet-and that 
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can include the most knowledgeable people on the Subject of 
the bet-thinks that the payoff odds for the side picked are 
overly optimistic. 
0791. This point is also important where supported state 
ments are concerned. Say that Jim makes a Supported 
Statement about the weather in which he says that the chance 
of rain is greater than 25%. And then say he places his 
supporting bet at payoff odds of 25%. Well, people seeing 
this bet and Seeing that it is not accepted for a period of time 
may conclude that he is being conservative. They may 
assume this just from Seeing the non-acceptance of the bet, 
and not by consulting Some other weather report. That's 
because people who see that bet is not accepted know that 
there is a potential army of checkers checking to see if the 
payoff odds are more optimistic than the “actual odds.” Thus 
the perSons weather report is validated because his estimate, 
expressed in payoff odds, is not attacked-the bet is not 
accepted, that is. 
0792. The same principle applies to quantity bets where 
the non-acceptance of a bet can indicate that people think 
that the estimate expressed in the payoff offer is conserva 
tive. 

0793. To give another example, and one that is quite 
important, a user can offer a G-bet that a bet Statement is 
true. Now, we will assume that there is a small fee for 
accepting a G-bet (see Section 9) So that G-bets are not 
automatically accepted. If a guarantee is not accepted, that 
often means it is reliable, assuming that the cost of checking 
the bet statement is reasonably low. (This proviso is neces 
Sary because a person might offer a G-bet, for instance, 
guaranteeing that there is life on Jupiter. But the guarantee 
does not need to be reliable because the bet most probably 
will not be settled. The practicality of settling is crucial to 
the meaning of bets.) 
0794. Now if Jim has a record of having no G-bet 
accepted, that pretty much means that his guarantees are 
reliable. We leave aside those G-bets that are accepted and 
never paid off because the guarantor was correct. These too 
indicate reliability of course. We are talking about the lack 
of acceptance. That alone indicates that what Jim is guar 
anteeing is true. 
0795. As the example demonstrates, the non-acceptance 
of a user's bet offer is an important fact that the CSUB 
registers in a UBSR and UR. In the UR, the non-acceptances 
are compiled and analyzed with other facts registered about 
a series of bets and bet offers made by the user. 
0796 Registering Information About the Non-Accep 
tance of a Bet 

0797. It can be useful to see how long a bet has been on 
the table, unaccepted. And So the System can register and 
show that fact to any user. 
0798. It can also be quite useful to know how many 
people have reviewed the bet. And So the System can register 
how many people have reviewed the bet and can display this 
fact to any user. 
0799 Finally, it can be very useful to see who has 
reviewed the bet. And So the System can also register who 
has asked to see the bet. Now, we get into is Beths of privacy. 
Therefore, it can be useful to enable users who review bets 
to designate whether they want others to know that they have 
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reviewed the bets. We might call this the open or secret peer 
review option. The System can include means for registering 
whether a user wants others to know that she has reviewed 
a bet. 

0800 Thus, the CSUB program can include the following 
Steps: 

0801) 
0802) 

time Stamp the placing of a user's bet offer, 
register whether the bet offer is accepted, 

0803 display the acceptance or non-acceptance of 
the bet offer, 

0804) 
tance, 

0805 register and display how many people have 
asked to see the bet offer, 

0806) 
0807 register whether a user wants others to know 
that she has seen the bet, 

if the offer is accepted, time Stamp the accep 

register who has asked to see the bet offer, 

0808 display the identities of those users who have 
Seen the bet and have designated that their identities 
as reviewers can be shown. 

12.2 Having a Judge Enter the Bet Result 
0809. The CSUB can enable Jim and Beth who are 
involved in a bet against each other to designate a third party 
to enter the result of the bet. This neutral judge's result is 
then the Settle result (which Signifies the same thing to the 
CSUB as if the two parties had entered matching results). 
Upon the judge entering a result, the CSUB transfers the 
Stakes, as dictated by the result. 
0810) The CSUB can enable the Placer, Jim, to specify a 
judge and enter the judge's identification information into 
the UBSR. Thus, the identity of the judge is made part of the 
bet offer. If Beth accepts Jim's offer, she is also accepting the 
neutral judge. The CSUB, of course, displays the identity of 
the proposed judge. Jim must also enter authentication 
information about the judge, so that the CSUB can authen 
ticate the judge. The CSUB can also enable Jim to designate 
that the judge is to be mutually decided upon by him and 
Beth. In order for the bet to be struck then, Jim and Beth 
must enter matching designations for the identity of the 
judge. 

0811 Thus the CSUB program can include the following 
steps for designating a third party whose result the CSUB 
acts upon: 

0812 input Placer's designation of a third party who 
will enter the bet result, 

0813 input authentication information for identify 
ing the third party, 

0814 input Acceptor's confirmation of the third p p 
party (the acceptance of the bet can be this confir 
mation), 

0815 enter the settle result from the third party, 
upon authentication, 

0816 transfer stakes, as dictated by the result. 
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12.3 Entering Bet Results. Where Bets. Have Not 
Been Struck 

0817. One of the main objects of the CSUB is to compare 
Jim's estimates to what actually is the case, to the bet results 
that is. In the case of probability estimates, we cannot 
measure the accuracy of an estimate in one trial. By contrast, 
with quantity bets, where an actual quantity is guessed at, we 
can measure the accuracy in a Single trial. 
0818 Still, the CSUB keeps track of the accuracy of 
Jim's probability estimates in the Sense that it registers 
payoff odds and independent probability estimate and the 
results of bets. Then it compiles Statistics on a Series of bets. 
These Statistics may indicate the accuracy of Jim's prob 
ability estimates. Likewise with quantity bets, the results of 
a Series of bets may indicate the accuracy of Jim's quantity 
estimates. 

0819. In order to compile a record of estimates and 
results, the results must be found out, of course. How then 
are they found out? How do we check what is actually the 
case? For example, if the bet statement is, It will rain 
tomorrow, how do we check whether it actually rains, and 
therefore check which side was right, True or False? Well, 
the solution of the CSUB is a controversy system where two 
parties enter into a bet agreement, commit to different Sides 
of the bet, and check the actual case. The incentive to check 
is that one person gets money or points from the other 
depending on whose pick of SideS is right. We call two 
people opponents when they are on opposite Sides of a bet 
that has been Struck. Thus opponents check actual conditions 
and report the results to the CSUB. 
0820 Entering a Result When There is No Opponent 
0821) What happens though if Jim has no opponent in a 
bet, if he has an offer "on the table” that has not been 
accepted? 
0822. To digress a moment, a very important feature of 
the CSUB is that it can display all the offers and estimates 
made about a given bet statement. The CSUB displays offers 
that are not just around the price where agreements are being 
made. We call all the offers the market record, and also the 
Spectrum, to get acroSS the idea that the CSUB does not just 
create a "line' as is typical in conventional betting markets. 
That means that the majority of offers in a given bet market 
may not be accepted. Then too, there are those people who 
only enter independent probability estimates. 
0823. It is a main object of the CSUB to check the 
estimates of all people in a bet market, even if they are not 
involved in struck bets. But when Jim has no opponent, how 
can the CSUB check actual conditions and enter a result into 
the system'? Of course, the CSUB can do no such thing; 
Some perSon or perSons has to or have to do the checking. 
We can’t trust Jim to enter his own result. So Jim needs to 
designate at least one Surrogate perSon to be the checker and 
whose reported result is entered into Jim's UBSR. Hopefully 
the Surrogate has an incentive to be honest. There are three 
ways Jim can get an independent result registered in his 
UBSR: 

0824. 1. He can designate a neutral judge. 
0825 2. He can designate a pseudo-opponent. 
0826) 3a. He can designate a bet that has been struck, if 
there is one, in the Same bet market, in order to use the 
results from that bet as Surrogate results. 
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0827 3b. He can let the CSUB designate a bet that has 
been Struck, if there is one, in the same bet market in order 
to use the results from that bet as Surrogate results. 
0828 We elaborate on each of these ways below. Before 
doing So, let's point out that Such designations only apply as 
long as Jim's bet is unaccepted. Once Jim's bet is struck, the 
CSUB cancels the designation Jim has used. 
0829. 1. Designating a Neutral Monitor 
0830. As with the two parties in a bet agreement, Jim can 
designate a neutral party to enter the Settle result into his 
UBSR. There can be judges who are known to be neutral that 
Jim may hire. The CSUB however does not care about that. 
The key is that Jim can designate a judge to enter the result. 
The procedures for doing this are basically the same as when 
two opponents designate a judge. Where only Jim is 
involved though, where there is no controversy created 
between opponents that is, it is important that System 
register and show: 

0831 a... that the result is for an unaccepted bet offer, 
0832 b. that a judge has been hired to enter the result 
and, 

0833 c. the identity of the judge. 
0834 That way people have the opportunity to evaluate 
the result. 

0835 Thus, the CSUB can include the following steps for 
entering results into a user's UBSR: 

0836 input user's designation of a judge who is to 
enter bet result into the UBSR, 

0837 display identity of judge, 
0838 input authentication data for judge in the 
UBSR, 

0839) 
0840) 
0841 

0842) authenticate judge, Store judge's result in 
the UBSR, 

0843 label the result as entered by a judge in 
an unaccepted bet offer. 

check if the user's bet offer is struck, 
if the offer is struck, cancel the designation, 
if the offer is not struck, 

0844 2. Designating a Pseudo-Opponent 
0845 The CSUB can enable Jim to designate a pseudo 
opponent. A pseudo-opponent, call her Beth, is Someone 
who has chosen the Side of the bet Statement that is opposite 
the side that Jim has chosen. She may or may not be in a bet 
that has been Struck. For the moment, let us assume that she 
has an offer on the table that, like Jim's, is not struck. 
0846. The CSUB can enable Jim to post a message asking 
for a pseudo-opponent. The CSUB enables Beth to see this 
message and accept. When she does, the CSUB then enables 
Jim and Beth to then enter results as if they were in a bet 
agreement with each other. In other words, each perSon's 
result is entered not only in that person's UBSR but also in 
the opponent's UBSR. The main difference from bets that 
are struck is that the no Stakes are transferred upon a Settle 
result being reached. The CSUB also registers that the 
results came from a pseudo-opponent, which is important 
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because the incentives on pseudo-opponents to purEeth a 
result may be less than on an actual opponents who have 
cash or points at risk. 
0847 The same basic method applies where the pseudo 
opponent is in a struck bet. It may be better for Jim to pick 
Such a pseudo-opponent because she may have to enter a 
result anyway (presuming she thinks there is a result). Thus 
Jim does not have to go fishing for Someone who is willing 
to be his opponent. This pseuodo-opponent's result can be 
entered into Jim's UBSR whether or not she has agreed to 
be a pseudo-opponent. 
0848 Thus, the CSUB can include the following steps for 
entering results into a user's UBSR and into a pseudo 
opponent's UBSR: 

0849 input the user's designation of a pseudo-op 
ponent who has a bet offer in the same market as the 
user's bet offer, and who has chosen the opposite side 
of the bet from the user's choice of side, 

0850 
0851) 
0852) 
Struck, 

O853) 
0854 when the user enters a result, store it in 
the user's UBSR and in the pseudo-opponent's 
UBSR and, 

0855 when the pseudo-opponent enters a 
result, store it in the pseudo-opponent's UBSR 
and in the user's UBSR, 

0856) if the user's bet offer is struck and the 
pseudo-opponent's is not, 
0857 when the pseudo-opponent enters a 
result, store it in the pseudo-opponent's UBSR 
and, 

input acceptance by pseudo-opponent, 

check if the user's bet offer is struck, 
check if the pseudo-opponent's bet offer is 

if neither offer is struck, 

0858 when the user enters a result, store it in 
the user's UBSR and in the pseudo-opponent's 
UBSR, 

0859 if the pseudo-opponent's bet offer is struck 
and the user's is not, 

0860 when the user enters a result, store it in 
the user's UBSR and, 

0861 when the pseudo-opponent enters a 
result, store it in the pseudo-opponent's UBSR 
and in the user's UBSR. 

0862. 3. Designating Surrogate Bet Results 
0863. The CSUB enables Jim to designate that the results 
from a struck bet are to be entered into his UBSR. Jim can 
identify a surrogate bet by it's reference number or by the 
parties who are in it, or he can let the bet be chosen by the 
system. Letting the CSUB decide may be useful because 
there may not even be any struck bets in the relevant MR at 
the time that Jim chooses the option of having Surrogate 
results entered into his UBSR. 

0864. The existing bet that Jim picks may have results 
entered by the two parties or by a judge. That is beside the 
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point. The point is that Jim can use the result(s) from a bet 
agreement that has been Struck when his own bet offer has 
not been Struck. In this way, the System can keep track of 
how his estimates have done compared to actual cases. 

0865. When each surrogate party enters a result, the 
results are copied into Jim's UBSR. The CSUB declares the 
bet Settled if two matching results are entered. In other 
words, the CSUB copies all the results from the surrogate 
bet, include the Settle result if any, or the disputed result, if 
any. Now, if a judge has been designated in the Surrogate bet, 
then the CSUB copies the judge's result, or lack of result, in 
Jims UBSR. When the CSUB enters the results into Jim's 
UBSR, it labels them as Surrogate bet results. 
0866 (Note, when Jim designates that surrogate bet 
results are to be used, he can have recourse to a judge if he 
disagrees with them.) 
0867 Thus, the CSUB can include the following steps for 
entering results into a user's UBSR where the user has 
chosen the Surrogate bet: 

0868 input user's designation of Surrogate bet, the 
result(s) of which are to be entered into the user's 
UBSR, 

0869) 
0870) 

O871) 

0872 copy result(s) from the surrogate bet into 
the user's UBSR. 

check if the user's bet offer is struck, 

if the offer is struck, cancel the designation, 

if the offer is not struck, 

0873. Thus, the CSUB can include the following steps for 
entering results into a user's UBSR where the user has let the 
System choose the Surrogate bet: 

0874) input user's designation of a system selected 
Surrogate bet, the result(s) of which are to be entered 
into the user's UBSR, 

O875) 

0876) 

0877 

O878) 
0879 copy result(s) from the surrogate bet into 
the user's UBSR. 

check if the user's bet offer is struck, 

if the offer is struck, cancel the designation, 

if the offer is not struck, 

Select Surrogate bet, 

0880 Checking the Results of a User Who Has Entered 
Only an Independent Estimate 
0881. Now a user, call her Angel, may not even make a 
bet offer, but may only want to enter an IPE or IQE and have 
that checked against the actual case. It can be a valuable 
feature of the CSUB to enable users who just enter IE’s to 
have those estimates and corresponding results registered. 
0882. Thus the CSUB can enable Angel to have results 
entered into her UBSR in the same ways that a user can 
whose bet offer is not accepted. Both kinds of users are in 
the Same position of having no opponent. Therefore, the 
procedures for entering a result into the UBSR of someone 
who has only entered an IE are basically the same as those 
discussed above. 
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12.4 Description of Evidence for Bet Result 

0883. When Jim enters a bet result, he may also need, or 
want, to communicate the evidence for the result. In many 
Situations a description of evidence for a result can be useful 
and even necessary. 

0884 Thus the CSUB can enable Jim to enter a descrip 
tion of the evidence. The CSUB stores the description in a 
distinct field that it includes in the UBSR. The CSUB then 
enables users to view the description. It can be reviewed by 
the opponent, by any interested user and, if necessary, by a 
System judge. 

0885. As with all UBSR information, the description of 
evidence is time Stamped. Jim may also change the descrip 
tion if he changes his conclusions. 

0886. The CSUB can also enable Jim to keep the evi 
dence Secret for a period of time. This option is relevant 
where Jim needs to claim priority and yet does not want to 
tip his hand. AS discussed Sub-Section 9.4, a priority claim 
may be necessary when a first-to-file method of accepting a 
G-bet applies. 

13. Secondary Market 

0887. It is very useful for the CSUB to include a sec 
ondary market where users can Sell their positions in bet 
agreements, especially positions in agreements that are 
Sealed. Secondary markets are, of course, nothing new. Yet 
new aspects of secondary markets arise in the CSUB 
because the CSUB is a new system for transacting bets 
without middlemen (bookies) and because the CSUB is a 
new System designed for communication. 

0888. Now, in a secondary market it is possible to sell 
many parts of an agreement. We See this fact in the "deriva 
tives' markets of the major, primary financial markets. In 
this Section, when we say that a perSon Sells a position we 
mean his whole position, both the obligation to pay and the 
right to be paid. (In G-bets there may only be an obligation 
to pay or a right to get paid.) And we further we mean that 
a perSon Sells position in a bet agreement that has been 
Sealed. 

0889. We will be referring to P-bets, but most of the 
discussion also applies to G-bets and Q-bets. The differences 
between P-bets and G-bets have to do with the fact that one 
party in a G-bet does not put up a Stake. The differences 
between P-bets and Q-bets have to do with the meaning of 
prices in those bets. Prices of P-bet positions can be con 
sidered expected value guesses and can be converted into 
probability figures, which is not the case with prices of Q-bet 
positions. Despite Such differences, the main StepS are the 
Same for all the kinds of bet: Steps for transferring rights and 
obligations from one user to another. 

13a The Mechanics of a Sale in the Secondary 
Market 

0890 Definitions Concerning the Secondary Market 

0891) A Position in a Bet 
0892 A position in a bet agreement means a person's 
rights and obligations under the terms of the agreement. 
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0893) Seller 
0894. The party that gives up ownership of a position to 
another party, the buyer, in exchange for an amount of 
money or points from the buyer. 

0895) Buyer 
0896. The party that takes the ownership of a position 
from another party, the Seller, in exchange for paying an 
amount of money or points the Seller. 

0897 Sale Price 
0898 The amount of money or points that the buyer pays 
to the Seller in exchange for ownership of the Seller's 
position. The price can be negative. (When we say that the 
buyer pays a price to the Seller, it can actually be the Seller 
that owes money or points to the buyer. That's because the 
position may have negative value. An example later below 
will illustrate.) 
0899) Note, we use the term sale price to distinguish 
prices in the Secondary market from those in primary 
markets. We have defined prices in the primary markets 
differently. We will often use price by itself though. In this 
Section, price will mean Sale price in the Secondary market. 

0900 We will use three characters to illustrate the opera 
tion of the secondary market. Jim and Beth will be two 
parties who are involved in a Sealed bet agreement with each 
other. Angel will be the third party who may buy Jim's 
position in the bet. 
0901 Simplifying Assumptions 

0902. There is a great variety of rules that can govern 
sales in a market. The CSUB's secondary market is no 
exception. We will try to keep the rules here to a minimum, 
giving the basic Steps necessary for the operation of a 
secondary market in the CSUB. 
0903) We make the following simplifying assumptions, 
in describing the basic Steps of a Sale in the Secondary 
market of the CSUB. 

0904. One, there is no confirmation clock involved in a 
Sale in the Secondary market. A Sale is Sealed when the Sell 
offer is accepted by the buyer. 

0905. Two, the sale is a straight sale and not an auction. 
(Auctions can be useful, and we note that the CSUB can 
enable Jim to offer his position for sale in an auction. The 
CSUB can enable him to set a minimum bid figure and a 
deadline for bids. The CSUB can also enable him to simply 
post a “make best offer message and wait for an offer he is 
satisfied with.) 
0906 Three, the whole position is bought by one person. 
It is possible for people to buy shares of a position but we 
do not go into that. 
0907 Four, there are only sell offers. Buy offers, of 
course, are possible but we do not go into them. 
0908 Five, the sale is not contingent on Beth's approval. 
0909 Six, Jim's stake is either 100% in escrow or not in 
eScrow at all. Escrow considerations, which have not been 
emphasized previously, are discussed a little later below, for 
they figure prominently in the Secondary market. 
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0910 Offering to Sell a Position (Placing a Sell Order) 
0911 a. Jim identifies a sealed bet and enters a command 
Signifying that he wants to Sell his position in the bet. 
0912) b. The CSUB verifies that Jim is authorized to sell 
his position: 

0913) 
0914 checking what his position is (the side Jim has 
taken and the corresponding Stake and payoff odds), 
and 

0915) 
0916 c. The CSUB enables Jim to enter the price he 
SeekS for his position. 
0917 d. The CSUB enables Jim to designate whether 
payment for the position is due immediately upon the 
acceptance of the price, or whether payment is due when the 
bet settles. 

0918 e. The CSUB registers Jim's sale offer in his UBSR 
for the bet. 

0919) f. The CSUB displays Jim's sale offer including all 
the terms of the position. The CSUB displays whether Jim's 
Stake is in eScrow or not. We discuss eScrow after giving an 
illustration below. Escrow is also discussed in Section 21. 

checking that he is a party to the bet, 

checking that he still owns the position. 

For Sale: Position in Sealed Bet With Beth 
Bet Statement: Ross Perot will win the Presidential Election in 1996 
Payoff Odds: 49-1, 2% 
Side: True 
Stake: S1OO 
Stake in Escrow: Yes 
Sale Price: S5OO 
Payment Due: Upon acceptance of the price. 

0920 Here, Jim has taken True originally at longshot 
odds. We imagine that opinion has Swung and now Perot 
looks like he has more than a 2% chance of winning. Thus 
Jim is willing to sell his position for, say, S500. 
0921 Escrow Considerations 
0922) If Jim's stake is in escrow that creates a different 
payoff Situation for Angel than if Jim's Stake is not in 
eScrow. That's because if Jim's Stake is in eScrow then Angel 
takes ownership (but not possession) of the Stake. If Angel 
loses the bet, Angel can pay for the loSS from the Stake in 
eScrow. But, if there is no Stake in eScrow then, if Angel 
loses the bet, Angel has to pay for the loSS from his own 
pocket. 

0923. For example, let's say that Jim has taken False in 
the bet agreement above. Now, if he has put the S4900 stake 
in escrow then that will be owned by Angel. Thus, Jim asks 
a sale price of S4500 which means that Jim is willing to lose 
S400 given his stake of S4900 in escrow. 
0924. But, if Jim has put nothing in escrow, then Angel 
merely assumes Jim's obligation but none of Jim's money. 
Therefore, Jim must pay $400 to Angel in order for Angel to 
be willing to take Jim's position. If Angel buys the position, 
Angel is obligated to pay the S4900 if he loses. Since he has 
S400 from Jim, Angel's total risk is S4500. 
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Bet Statement: Ross Perot will win the Presidential Election in 1996 
Payoff Odds: 49-1, 2% 
Side: False 
Stake: S4900 
Stake in Escrow: Yes 
Sale Price: S45OO 
Payment Due: 
Bet Statement: 

Upon acceptance of the price. 
Ross Perot will win the Presidential Election in 1996 

Payoff Odds: 49-1, 2% 
Side: False 
Stake: S4900 
Stake in Escrow?: No 
Sale Price: -S400 
Payment Due: When the bet settles. 

0925) The Importance of When Payments Are Due 
0926 An idea that is similar to letting Jim and Beth pay 
the stake owed when the bet settles is the idea of letting 
Angel pay the Sale price when the bet Settles. It is often be 
more reasonable to delay payments until a bet Settles 
because a bet may never Settle and because the Settle date 
may be indefinite. 
0927 Now, an important technicality is that if payments 
are made when the bet Settles, then Jim Still has an interest 
in the bet result. Therefore, Jim may have to enter a bet result 
as well, or he may have the right to complain about a result 
that has been entered. The reason that Jim has an interest is 
that his payment may be contingent upon the result if the 
result is Undecided. Abet that never settles, for example, is 
effectively Undecided. In this case, Jim normally would not 
get paid (and if the sale price was negative he would not 
have to pay anything to the buyer.) Thus, Jim has an interest 
in Seeing the bet Settled properly. 
0928 Buying a Position 
0929 a. Angel finds Jim's bet offer and enters an accep 
tance command. 

0930 b. The CSUB creates a UBSR for Angel (storing 
the position Angel has agreed to buy, along with the price 
and other sale terms that Angel has agreed to). 

0931 c. The CSUB registers the sale in Jim's 
UBSR. 

0932 d1. If the sale price is due immediately, the CSUB 
Subtracts the price amount from Angel’s account and adds it 
to Jim's account. 

0933 e1. If the sale price is due immediately, the CSUB 
registers that: 

0934 a. Jim is not authorized to enter a bet result or 
complaint about a bet result. 

0935 b. Angel is authorized to enter a bet result and 
complaint about a bet result. 

0936) 
0937 d. Beth is to pay her stake to Angel if Angel 
wins the bet, and if Angel loses, Angel is to pay the 
amount of Jim's stake to Beth. 

c. Angel has taken Jim Side in the bet. 

0938 (In Q-bets we can say that Angel gets the transfer 
amount from Beth if he wins and that she gets the transfer 
amount from him if he loses. In general we say that Angel 
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gets from Beth what Jim had the right to get, and pays to 
Beth what Jim was obligated to pay.) 
0939) f1. Where settling is concerned, the procedure is 
the same as if Jim and Beth were in the bet, except that Angel 
has taken Jim's place. 
0940 d2. If the sale price is due when the bet is settled, 
the CSUB registers Angel's obligation to pay Jim when the 
bet settles. 

0941 e2. If the sale price is due when the bet is settled, 
the CSUB registers that: 

0942 a. Jim remains authorized to enter a bet result 
or complaint about a bet result. (He may only be 
authorized to enter a complaint, a call for a System 
judge that is.) 

0943 b. Angel is authorized to enter a bet result and 
complaint about a bet result. 

0944) 
0945 d. Beth is to pay her stake to Angel if Angel 
wins the bet, and if Angel loses, Angel is to pay the 
amount of Jim's stake to Beth. 

c. Angel has taken Jim Side in the bet. 

0946 (In Q-bets we can say that Angel gets the transfer 
amount from Beth if he wins and that she gets the transfer 
amount from him if he loses. In general we say that Angel 
gets from Beth what Jim had the right to get, and pays to 
Beth what Jim was obligated to pay.) 
0947 f2. Where settling is concerned, the procedure is 
the same as if Jim and Beth were in the bet, except that Angel 
has taken Jim's position and except that Jim can enter a 
result in addition to Angels and Beth's result (or, Jim can 
enter a complaint to a System judge about Angels and/or 
Beth's result). 
0948. In order for the bet to settle, all three parties must 
enter matching results. Or, Angel and Beth need to enter 
matching results and Jim must not complain within a pre-Set 
period of time. 
0949 Thus, in addition to previous steps that have been 
discussed for Settling a bet: 
0950 a. When Angel, Beth or Jim enters a result, the 
CSUB alerts the other two parties that the result has been 
entered. 

0951 b. If all three parties enter matching results then the 
bet Settles and the Stakes are transferred as dictated by the 
results and the payoff odds. 
0952 c. If all three parties do not enter matching results 
any party can call a System judge to arbitrate. (For simplicity 
we assume that Jim must enter a result. Depending on the 
rules, an absence of a result or complaint by Jim can be a 
default result signifying that he agrees with Angel and Beth.) 
0953) d. If a settle result of True or False is reached, the 
System Subtracts the price amount from Angel's account and 
adds it to Jim's account. (A Settle result of Undecided can 
mean no one owes anything to anyone.) 
0954. Settling a Bet Where a Position Has Been Sold to 
the Opponent 
0955 Angel, a third party, is not the only one who might 
be interested in buying Jim's position. Beth might want to 
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buy it. In this case, when she buys it, the System can allow 
her to “clear the bet,” by which we mean that it realizes the 
profit or loss for her. The result is not entered into either Jim 
or Beth's UBSR because Beth is then in a bet with herself. 
(If she or Jim still want bet results to be registered in their 
UBSR's, they can use procedures described in section 12.) 
0956 An example of Beth buying Jim's position can be 
Seen in the example above. 

Bet Statement: Ross Perot will win the Presidential Election in 1996 
Payoff Odds: 49-1, 2% 
Jim's Side: False 
Stake: S4900 
Stake in Escrow: Yes 
Sale Price: S45OO 
Payment Due: Upon acceptance of the price. 

0957 Now in this example, Beth has taken True. She 
pays S4500 for Jim;s position and then can settle the bet 
saying that she has won. Her profit is S400 because she gets 
Jim's Stake that is in eScrow. Of course it is not appropriate 
to enter a result that is wrong. So, we say that the bet does 
not settle. She is allowed simply to take her profit. The sale 
is registered in Beth's and Jim's UBSR. 

13b Registering and Displaying the Sale 
Information 

0958) Whether a sale goes through or not, if Jim offers his 
position for Sale, the System shows the offer. As noted in 
Section 6, a Sale offer is a fundamental way of expressing a 
change of opinion. It is not the same as making a bet offer, 
but it nevertheless can indicate what one feels about the 
probability that a bet statement is true or not. Thus, a 
progression that the CSUB can show is: 
0959 Bet offer->striking of the bet->sealing of the bet 
>Sale offer->Sale made->Settle result. 

0960 Of course, not all these things may happen to a 
person's bet offer. 
0961. It is hard to know what a sale offer means because 
Jim may be Selling Simply in order lock in a profit or to Stem 
a loSS. Thus the Sale price may not indicate what his estimate 
of probability is. In order to explain his best guess, he can 
enter an IPE. AS noted, he can keep this estimate hidden until 
after the Sale or until after bet has Settled. Also as noted, 
when Jim makes a Sale offer, the System can enable him to 
enter a change Statement. 
0962 For the buyer of a position, buying the position is 
tantamount to making a bet offer at that price and having the 
offer automatically struck and Sealed. The exception to this 
case is where Beth buys Jim's position. In this case Beth's 
may be just to take a profit or Stem a loSS. 
0963 Sale offers do not have to be made only around a 
given market price. There may be a spectrum of offers 
posted, the majority of which do not transact. This principle 
is discussed in Section 16. 

0964 Converting Prices into Probability Figures and 
Vice Versa 

0965. The CSUB can convert a price into a probability 
figure. The figure will be based on the price and on what the 
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buyer can win for that price. What the buyer can win is either 
the opponent's Stake, or the opponent Stake plus the Seller's 
Stake. IT depends on what has been put in eScrow. The 
principle remains that prices can be thought of as expected 
values that can be converted into probability figures. The 
CSUB can display these probability figures as pseudo-odds 
to help people evaluate the meaning of a price. For example: 

Bet Statement: Ross Perot will win the Presidential Election in 1992 
Payoff Odds: 49-1, 2% 
Side: True 
Stake: S1OO 
Sale Price S500 
Pseudo-odds: 9-1, 10% 
Payment Due: Upon acceptance of price. 

0966. The CSUB can also enable Jim to create a price by 
entering an probability estimate and having that estimate 
converted into an expected value which is the price. Thus, 
Jim might say in the bet above that the probability of Perot 
winning is 10% and the CSUB can convert that into a price 
of S500. 

14. Sum Over Histories Bets 

0967 A sum over histories (SOH) bet is a bet in which 
Jim expresses multiple probabilities about the multiple 
events that can happen in a given situation. For example, if 
Jim is asked to guess what percentage of the popular the Vote 
a Dream Team will get, he may say, “Well, I think the 
chances are: 

O%-40% 
40+%-50% 
50+%-100%. 

.1 that it will get 

.2 that it will get 

.7 that it will get 

0968. As another example, say Jim is asked to guess 
when a baby will be born. Here he can give multiple 
probabilities for different ranges of days. Or, say Jim is 
asked to estimate what interest rates will be. Here he can 
give a Series of estimates based on different ranges of rates. 
0969. An SOH bet is not always one where the events are 
quantity ranges. For example, Jim can be asked to give the 
chances of each horse in a race winning, and thus, he can 
Supply Separate estimates of each horse's chance of winning. 
The key to an SOH bet is that in a situation one can identify 
various alternatives to put probability estimates (odds offers) 
on, the estimates adding up to one. An individual bet is 
created with each odds offer. While each bet is a different 
one about a different event happening, altogether the bet is 
a different way of expressing the probability of Something 
happening in a situation where there are multiple events that 
can happen, for example multiple possible horses winning a 

CC. 

0970) To enable users to transact SOH bets, the CSUB 
includes an SOH option button. When Jim selects this, the 
CSUB presents him with a form in which he can state a 
series of probabilities (payoff odds). After each probability 
he enters a distinct bet Statement describing a distinct event, 
as below: 
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Payoff odds1 Event A 
Payoff odds2 Event B 
Payoff odds3 Event C. . . 

0971 For most people, it is easier to make these bets if 
one uses payoff odds Stated in decimal or percentage form 
because these forms make it easier to make the combined 
probability total one. When Jim enters the probabilities, 
payoff odds that is, and confirms them, the CSUB checks if 
the probabilities add up to one. If not the CSUB informs Jim 
and asks him to adjust them to add up to one. 
0972 The CSUB can include an option for transacting an 
SOH bet where the events are a set of ranges that a quantity 
might fall in-for example, the percentage ranges in the 
voting example above. In this case, the CSUB can enable the 
user to enter a common bet Statement, and then just enter 
ranges of numbers for each distinct event. The common bet 
Statement defines how the quantity events are measured. For 
example: 

0973 Common Bet Statement: The Dream Team will win 
by % of the popular vote, as defined by the Federal 
Election Commission. 

0974. This statement then applies to all the quantity 
Statements that are Supplied as events. Each quantity State 
ment when combined with the common Statement makes up 
individual bet Statements. 

0975 Since each SOH bet is a separate bet, the system 
can enable the user to designate different bet types for the 
individual bets. These types-Straight bet, actual odds bet, 
and range bet-have been discussed in the previous Sec 
tions. Absent the user explicitly choosing a given bet type 
and side, the CSUB can default to assuming that each bet is 
a straight bet in which the Placer chooses True. Each bet can 
have a different stake, for each bet is an individual bet. 
0976 Thus, the CSUB includes the following steps for 
enabling a user to place an SOH bet (as before, we ignore 
Steps previously shown): 

0977 inputs a series of payoff odds offers in per 
centage form, 

0978 inputs a bet statement associated with each 
payoff odds offer, 

0979) 
ment, 

inputs a Stake associated with each bet State 

0980 defaults to assigning True to the Placer, 
0981 checks that the probabilities in the payoff odds 
add up to 1.0, 
0982) if they do not, tells the user to adjust 
probabilities to add up to 1.0, 

0983) if they do, displays the bet offers thus 
created together and labels the group as an “SOH 
bet.” 

15. Quantity Bets 
0984. In this section we describe a some new bet proce 
dures that the CSUB can include to enable users to transact 
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bets that demonstrate estimates of quantities-How much 
will it cost?, How many are there?, When will it happen?, 
and so on. Now probability based bets (P-bets) can be made 
about quantities, but Special bets tailored for quantity esti 
mates can be more convenient and natural for people. We 
call Such bets quantity bets (Q-bets) because the payoffs are 
based upon a guess of a quantity and upon the actual 
quantity found. 
0985 Virtually all the features previously described 
about P-bets apply also to Q-bets. We run through an 
abbreviated list from the previous sections. Both kinds of 
betS have: bet Statements, Stakes, change procedures, Settling 
procedures, Supported Statements, and market options. They 
both have UBSR's and MRs. Where there are actual odds 
P-bets, there are actual quantity Q-bets. Where there are 
odds range P-bets, there are quantity range Q-bets. Where 
there are independent probability estimates, there are inde 
pendent quantity estimates. The point is that Q-bets are Still 
bets, with almost all the procedures previously described 
applying (though perhaps with minor modifications). 
0986. In this section, we do not dwell on the features that 
P-bets and Q-bets have in common, usually taking them to 
be understood. We are trying to describe the differences in 
the bet offer information that is registered and in the pro 
cedures for transacting the bets. Thus we leave out what has 
already been Said, referring to it in a cursory manner. 
0987) The main differences between P-bets and Q-bets 
concern the following: 

0988 1. In Q-bets, the payoff offer information is a 
quantity not a probability. 

0989 2. In Q-bets, the result is a quantity or Undeter 
mined rather than True, False or Undecided. 

0990) 3. In Q-bets, the payoffs are calculated differ 
ently than in P-bets. 

0991) We should note that the requirements for a Q-bet 
statement are more restrictive than those for a P-bet state 
ment. The statement of a P-bet must describe a state of 
affairs, a situation, that can be found true or false. While a 
Q-bet Statement can be found true or false, it must also 
describe a situation Such that people can agree upon the 
measurement of a quantity. In other words, it must describe 
how to measure a quantity. A P-bet may or may not concern 
a quantity. 
0992 An example of a Q-bet statement is the following: 
0993] Unemployment will be at 8% this year. Unemploy 
ment is defined as what the Bureau of Labor Statistics (BLS) 
Says it is. The percentages are rounded to integer values 
according to BLS methodology. 
0994. The measurement process may, of course, be 
understood. For example, The Redskins will beat the Cow 
boys by 12 points. 
0995. In this case, the measurement process is implicit in 
the bet statement. 

0996. It is possible in Q-bets to have the bet statement 
leave the quantity blank, while defining how it will be 
measured. For example, 
0997. The Redskins will beat the Cowboys by 
points. 
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0998. The quantity estimate is then filled in, in effect, by 
the payoff offer. 
0999. In defining how a quantity is to be measured, the 
Q-bet Statement also must define, or imply, the units on 
which the payoffs are to be based. This is critical, for payoffs 
in Q-bets depend on the units being measured. For example, 
a bet Statement may be: 
1000 The distance from Washington D.C. to Chicago, as 

listed in the World Almanac, is miles to the nearest 
ten miles. 

1001 Now the Almanac may list the distance in mile 
increments but the bet payoffs are decided in ten mile units. 
1002 Four Basic Q-Bets 
1003. There are 4 basic Q-bets which we discuss in the 
sub-sections below. What distinguishes them from each 
other is the payoff rules, which are implemented as proce 
dures within the CSUB. The names below are not very 
descriptive, but we will use them anyway to differentiate 
between the kinds of bets. The bets to be described are: 

1004) 1. Delta Bets 
1005) 
1006) 
1007) 

1008) Note on terminology: In each of the Q-bets below 
at least one user enters a quantity that is the basis of the 
payoff. We call this quantity the Q-guess or the payoff offer, 
or the payoff quantity, and in Some cases, the price. The 
exact meanings of Q-gueSS, payoff offer and price depend on 
the particular Q-bet because different payoff rules apply to 
each bet. Likewise, payoff offer and price in Q-bets are not 
the same as in P-bets because different payoff rules apply. 
1009) Note also about the terms Placer and Acceptor: As 
before in the description of P-bets, we use these terms to 
denote a sequence that is one of the Simplest for executing 
bets. Other Sequences are possible and were discussed in 
Section 9 on market options. We will be discussing market 
options for Q-bets later in this current Section. AS discussed 
in Section 8, an Acceptor does not just accept the Placer's 
offer, but also makes an offer of her own when she accepts 
the Placers offer. When an Acceptor agrees to take a given 
Side of the bet, She is also agreeing to the Q-guess that the 
Placer has entered. This Q-guess, the payoff offer, is part of 
her offer. Thus if the Placer's offer is retracted, the Accep 
tor's offer still stands. We do not explicitly describe this 
process, taking it to be understood from the discussion in 
Section 8. 

2. Hybrid Bets 

3. 3D (for triple delta) Bets 
4. Winner Take All Bets 

15a. Delta Bets 

1010. In a delta bet, one party creates an obligation to be 
sold to another party. We call one party the seller and the 
other the buyer. This is how a delta bet agreement works: 
1011) a) The buyer and seller agree to a bet statement that 
defines how a quantity is to be measured. (This is just the bet 
statement of a Q-bet.) 
1012 b) The seller agrees to pay the buyer the actual 
quantity that is found multiplied by Some amount of a 
commodity, which we call the Stakes. 
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1013 c) The buyer agrees to pay the seller for the right 
to be paid the actual quantity multiplied by the Stakes. The 
buyer agrees to pay an amount called the Q-guess multiplied 
by the Stakes. 

1014) Another way of putting all this is that the seller 
agrees to pay the buyer (the Actual Quantity-the Q-guess)x 
(the Stakes). If the Actual Quantity is greater than the 
Q-guess, the Seller loses. If the Actual Quantity is less than 
the Q-guess, the buyer loses. (The example below makes all 
this clearer.) 
1015 When we say buy and sell, we do not mean them 
necessarily in the Sense where the buyer and Seller exchange 
payment at the time the agreement is struck. What we have 
in mind is an exchange of obligations. Thus the buyer does 
not need to pay the Seller at the time the agreement is struck, 
but can pay when the bet Settles. At that point, the buyer may 
not have to pay anything, for he might have profited in the 
bet. On the other hand, the buyer might have lost. Because 
the difference between the actual quantity and the Q-guess 
determines the winnings, we call the bet a delta bet. 

1016. The buyer and seller may agree to a maximum 
amount that is at risk-a ceiling on how much each can lose. 

1017 For example, let us say that Jim and Beth want to 
bet about how many gumballs are in a jar. Let's Say that Jim 
is the Placer, he enters a bet Statement and makes the 
following offer: 

Bet Statement: There are gumballs in the jar. 
Q-guess: 567 
Side Picked: Sell 
Stakes: $1 per gumball 
Ceiling: S1OO 

1018. This means that Jim will pay the actual quantity to 
Beth and he will get S567 from Beth for doing so. Now, if 
the actual quantity turns out to be greater than 567 he loses. 
If it turns out to be less, he wins. AS noted, the Q-guess is 
also called a price. Thus, a perSon Selling at a certain a price 
thinks that the actual quantity will be lower than the price. 
A perSon buying at a certain price thinks that the actual 
quantity will be higher than the price. 

1019 15a1. Definitions for Delta Bets 

1020 Q-guess (also called the Price) 
1021) In a delta bet, the Q-guess is the quantity (multi 
plied by the Stake figure) that one party, the Buyer, agrees to 
pay to the other party, the Seller, in exchange for the Seller 
agreeing to pay the actual quantity (multiplied by the Stake 
figure) to the buyer. 

1022. The Actual Quantity 

1023 The actual quantity is the quantity that is found in 
Settling the bet. It is also the quantity (multiplied by the Stake 
figure) that one party, called the Seller, agrees to pay to the 
other party, called the Buyer, in exchange for the Buyer 
agreeing to pay the Q-guess (multiplied by the Stake figure) 
to the Seller. 
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1024) Stake Figure 
1025 The amount of money or points that is to be paid 
per unit of the Q-guess and the actual quantity. 
1026 Buyer 
1027. The party in a delta bet who pays the Q-guess 
multiplied by the Stake figure. 

1028) Seller 
1029. The party in a delta bet who pays the actual 
quantity multiplied by the Stake figure. 
1030 Ceiling 

1031 The maximum amount that both parties can win or 
lose in the bet. 

1032) Result 
1033. The actual quantity that is defined by the bet 
statement and entered into the UBSR's of the two parties in 
the bet for the purpose of settling the bet. 
1034) 15a2. Placing a Straight Delta Bet 
1035. When a user enters a delta bet and only offers to 
take one Side, buy or Sell, we call this a Straight delta bet. 
1036 The CSUB program includes the following steps 
for enabling users to place a Straight delta bet: 

1037) 

1038) 

1039) 

1040 

1041 

1042 inputs and stores the user's choice of side, a 
Buy offer or Sell offer, 

1043 labels the user as the Buyer if he has entered 
a Buy offer, and as the Seller if he has entered a Sell 
offer, 

inputs designation of a Straight delta bet, 

inputs and Stores the bet Statement, 

inputs and Stores the Q-guess, 

inputs and Stores the Stake figure, 

inputs and Stores the ceiling, 

104.4 outputs the bet information that has been 
entered and Stored. 

1045 (Now, as discussed, we leave out many steps 
previously described for creating a UBSR, for authenticating 
Jim's identity, for designating the kind of bet, and So on. We 
take these to be understood.) 
1046. 15a3. Accepting a Delta Bet 
1047 The CSUB program includes the following steps 
for enabling users to accept a delta bet (as before, we leave 
out steps previously discussed): 

1048) 
offer, 

1049 labels the user as the Buyer if she has accepted 
a Sell offer, and as the Seller if she has accepted a 
Buy offer, 

1050 stores the acceptance and alerts the placer of 
the acceptance. 

registers the acceptance of the Buy or Sell 
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1051) 15a4 Settling a Delta Bet 
1052. The CSUB procedure for settling a delta bet is 
much the same as previously discussed as far as achieving 
a settle result is concerned. What is required is that the two 
parties enter matching results or designate a judge who 
enters a result. What is different is the payoff procedures. 
1053 Again, we leave out steps previously discussed, 
especially concerning the matching of results. We presume 
that a matching result or a judge's result has been entered. 
Thus, the CSUB program includes the following steps for 
enabling users to Settle delta bets: 

1054) takes (Actual Quantity-the Q-guess) to yield 
a Difference, 

1055) multiplies the Difference by the Stake Figure 
to yield a Transfer Amount, 

1056) 
1057 sets the Transfer Amount equal to the Ceil 
ing (while maintaining the sign of the Transfer 
Amount), 

1058 adds the Transfer Amount to the buyer's 
account and deducts the Transfer Amount from the 
Seller's account, 

1059 registers the bet result, and the Difference, in 
the users UBSR's. 

1060 alerts both parties that the bet is settled. 
1061. 15a5. Delta Flip Bets 
1062. As with P-bets where the CSUB gives Jim the 
option of placing an actual odds bet, also called more 
generically a flip bet, the CSUB enable users to place delta 
flip bets. In these, Jim enters the bet Statement and the Stakes 
and a Q-guess, and then allows Beth to pick the Side, Buy or 
Sell. 

if Transfer Amount is greater than the Ceiling, 

1063 For example, Jim can designate a flip bet about 
how many gumballs are in a jar and Set the Q-gueSS at 567 
and then let Beth decide whether to buy or sell. As with 
actual odds flip bets, the incentive here is to make one's best 
guess as to the actual quantity when one is Setting the 
Q-guess, for one is letting the opponent pick the Side. AS 
with actual odds flip bets, the idea is a variation of the 
Solomon's method of dividing a loaf of bread. Thus, the 
CSUB program can include the following Steps for enabling 
users to enter delta flip bets: 
1064). In Placing Mode 

1065 inputs and stores designation of delta flip bet, 
1066 inputs and stores a bet statement, 
1067 inputs and stores a Q-guess, 
1068 inputs and stores a stake figure, 
1069 leaves the side of the bet, buy offer or sell 
offer, open for an Acceptor to choose, 

1070 outputs the bet information. 
in Acceptin OCC 1071. In Accepting Mod 

1072) 
1073 if Buy is chosen, labels the Acceptor as the 
Buyer and the Placer as the Seller, 

1074) if Sell is chosen, labels the Acceptor as the 
Seller and the Placer as the Buyer, 

1075 outputs the bet information. 

inputs and stores choice of Side (Buy or Sell), 
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1076) 15a5. Delta Range Bets 
1077. The CSUB can also enable Jim to place delta range 

bets. The idea here is that people often express quantity 
estimates in the form of ranges. A range bet then allows Jim 
to offer to buy at the lowest quantity in the range and offer 
to Sell at the highest quantity in the range. For example, if 
Jim thinks that there are at least 500 gumballs in the jar and 
at most 700, then he can offer to buy at 500 and offer to sell 
at 700. If he is right, that the actual quantity is somewhere 
in between, then he will automatically win, if either bet is 
accepted, of course. 

1078. As with odds range bets, when Jim chooses the 
Range Bet option, the CSUB creates two different bet offers 
with different Q-guesses and different sides. Here we call the 
Q-guesses by the term prices. Thus, the CSUB program can 
include the following Steps for enabling users to place delta 
range bets: 
1079. In Placing Mode 

1080 inputs designation of a delta range bet 

1081 inputs bet statement, 
1082 inputs the stake figure, 
1083) inputs price range, 

1084 labels the user as the Buyer at the lowest price 
in the range, 

1085 labels the user as the Seller at the highest price 
in the range, 

1086 outputs the bet information. 

1087. When a user accepts one of these offers, the CSUB 
may or may not cancel the other offer. The Placer may be 
able to win both bets, middling as it is called, but at the same 
time, he can demonstrate the accuracy of his estimate. So the 
CSUB may or may not automatically cancel a second offer 
of a delta range bet, when a first has been accepted. The 
CSUB can enable Jim to decide whether a second offer is to 
remain on the table when a first has been accepted. 
1088. 15ao Delta Bets with a Margin of Safety 
1089. The CSUB can enable Jim to add a margin of safety 
into the Q-guess of a delta bet. Jim enters a Q-guess and then 
enters a margin of safety (MOS) quantity. The CSUB 
registers the MOS in the UBSR along with the base Q-guess. 

1090. In a straight bet, the CSUB adds the MOS to the 
Q-guess if Jim has chosen Sell, and subtracts the MOS 
quantity if Jim has chosen Buy. For example, if Jim has 
chosen Sell at 600, then the CSUB creates a Sell offer at 650. 

1091. In a flip bet, the CSUB creates two bet offers, one 
with Jim taking Buy at the base Q-guess minus the MOS, the 
other with Jim taking Sell at the base Q-guess plus the MOS. 
For example, Jim may think there are 600 gumballs in the jar 
and he may want a margin of safety of 50. He enters the flip 
bet option, sets 600 as the base price, and enters an MOS of 
50, and the CSUB then registers a buy offer at 550 and to sell 
offer at 650. 

1092 Thus in the case of flip Q-bets the margin of safety 
creates a kind of range bet. As before with P-bets, it can be 
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useful to label a margin of Safety figure distinctly from a 
range or a profit margin, for all these can mean different 
things Semantically. 

1093. In a range bet, the CSUB can also enable a user to 
apply a margin of Safety. In this case, the range is widened; 
the MOS is added to the Sell quantity and subtracted from 
Buy quantity. 

1094. Another way the CSUB can enable users to enter a 
margin of Safety is as a percentage of the Q-guess. Thus, if 
Jim enters, say, a flip bet and an MOS of 10%, the CSUB 
creates two offers, one a Buy offer at the base Q-guess minus 
10%, the other a Sell offer at the base Q-guess plus 10%. 
1095). Now, the CSUB can also have procedures for 
enabling users to enter projected profit margins into a delta 
bet. The mechanics are the Same as with a margin of Safety, 
but the name is different. Jim may prefer to call the amount 
he has entered by the name profit margin rather than margin 
of safety. The CSUB can include means for enabling him to 
do that. 

15b. Hybrid Bets 

1096] A kind of bet that is very similar to a delta bet is 
what we will call a hybrid bet. The reason we call it hybrid 
is because it uses quantity estimates and actual quantities to 
determine who has won, but it uses an odds figure to 
determine the payoffs. Usually the odds figure is 1-1. 
1097. This is how a hybrid bet agreement works: 
1098 a) The parties agree to a bet statement that defines 
how a quantity is to be measured. 
1099 b) The parties agree to the same stakes figure that 
both put at risk (presuming the odds are set at 1-1). 
1100) 
price. 

1101 d) The parties pick different sides of the price, 
Higher and Lower. 
1102 e) The party who picks Higher wins if the actual 
quantity is higher than the price, and the party who pickS 
Lower wins if the actual quantity is lower than the price. 
1103 f) When the bet is settled, the winner gets the 
loser's Stake. 

1104) In hybrid bets, the person who picks Higher thinks 
that the actual quantity will be greater than the price, and the 
person who pickS Lower thinks that the actual quantity will 
be lower than the price. For example, let us say that Jim and 
Beth want to bet on who will win a football game between 
the Cowboys and the Redskins. Let's say that Jim is the 
Placer and he enters a bet Statement and makes the following 
offer: 

c) The parties agree to a Q-guess, also called a 

Bet Statement: The Redskins will beat the Cowboys by points. 
Q-guess: -10 
Side Picked: Lower 
Stakes: S1OO 

1105 This means that Jim thinks that the Redskins will 
lose by more than ten points. If the Cowboys lose or if they 
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win by less than 10 points, Jim loses. If they win by 10, the 
bet is push. And if they win by more than ten, Jim wins. 
(Note: the bet above is a little confusing because a negative 
Q-guess is used. In fact, we State it this way to illustrate the 
possibility of negative Q-guesses. Normally, a person would 
State the bet as: 

Bet Statement: The Cowboys will beat the Redskins by points. 
Q-guess: +10 
Side Picked: Higher.) 

1106 (Many of the procedures for hybrid bets are basi 
cally the same as those for delta bets. The Q-guess in a 
hybrid bet is directly analogous to the Q-guess in a delta bet. 
The payoff procedures are what create the differences in the 
bets. It will therefore seem that we are repeating a lot below.) 
1107 15b1. Definitions for Hybrid Bets 
1108 Q-guess (Price) 
1109. In a hybrid bet, the Q-guess is the quantity that the 
two parties agree will be compared to the actual quantity to 
determine who has won the bet. 

1110 Stakes 
1111. The amount each party puts at risk. 
1112) Sides 
1113) A hybrid bet has two sides, Higher and Lower. One 
party takes Higher and the other takes Lower. If the actual 
quantity is higher than the Q-guess, then the party that took 
Higher wins. If the actual quantity is lower, then the party 
who took Lower wins. 

1114) Result 
1115 The actual quantity that is defined by the bet 
statement and entered into the UBSR's of the two parties in 
the bet for the purpose of settling the bet. 
1116) 15b2. Placing a Straight Hybrid Bet 
1117) When a user enters a hybrid bet and only offers to 
take one side, we call this a Straight hybrid bet. 
1118. The CSUB program includes the following steps 
for enabling users to place a hybrid bet: 

1119 inputs designation of a straight hybrid bet, 

1120 inputs and stores the bet statement, 
1121 inputs and stores the Q-guess, 

1122 inputs and stores the Stake figure, 

1123 inputs and stores the Placer's choice of side, 
Higher or Lower, 

1124 outputs the bet information. 
1125 (AS discussed, we leave out many steps previously 
described.) 
1126) 15b3. Accepting a Hybrid Bet 
1127. The CSUB program includes the following steps 
for enabling users to accept a hybrid bet (as before, we leave 
out steps previously discussed): 
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1128 inputs the acceptance, 
1129 assigns the Acceptor the opposite side of the 
Placer, 

1130 stores the acceptance and alerts the Placer of 
the acceptance. 

1131) 15b4 Settling a Hybrid Bet 
1132) The CSUB procedure for settling a hybrid bet is the 
Same as previously discussed as far as achieving a Settle 
result is concerned. What is required is that the two parties 
enter matching results or designate a judge who enters a 
result. What is different is the payoff procedures. 
1133) Again, we leave out steps previously discussed, 
especially concerning the matching of results. We presume 
a matching result or a judge's result has been entered into 
each user's UBSR. Thus, the CSUB program includes the 
following Steps for enabling users to Settle hybrid bets: 

1134) 
1135 if the two quantities are equal, declares the 
bet a tie, 

1136 if the Actual Quantity is higher, declares the 
party who picked Higher the winner, 

1137) if the Actual Quantity is lower, declares the 
party who picked Lower the winner, 

1138 adds the Stake to the winner's account and 
deducts it from the loser's account. 

1139 alerts both parties that the bet is settled. p 

1140) 15b5. Hybrid Flip Bets 
1141. The CSUB gives Jim the option of placing hybrid 
flip bets. In these, Jim enters the bet Statement and the Stakes 
and a price, and then allows the Acceptor to pick the Side, 
Higher or Lower. 
1142 Thus, the CSUB program can include the following 
Steps for enabling users to enter hybrid flip bets: 

compares the Actual Quantity to the Q-guess, 

1143). In Placing Mode 
1144 inputs and stores designation of hybrid flip 
bet, 

1145 inputs and stores a bet statement, 
1146 inputs and stores a Q-guess, 
1147 inputs and stores a stake figure, 
1148 leaves the side of the bet open for an Acceptor 
to choose, 

1149 outputs the bet information. 
1150) 

InputS and Stores the AcceptOrS Choice OSIde 1151) inp d he Acceptor's choice of Sid 
(Higher or Lower), 

1152) 
1153 outputs the bet information. 

1154) 15b5. Hybrid Range Bets 
1155 The CSUB can also enable Jim to place hybrid 
range bets. Again, the idea is that people often express 
quantity estimates in the form of ranges. A range bet then 

In Accepting Mode 

assigns the opposite Side to the Placer, 
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allows Jim to pick Higher at the lowest quantity in the range 
and Lower at the highest quantity in the range. For example, 
if Jim thinks that there are at least 500 gumballs in the jar 
and at most 700, then he can pick Higher at 500 and Lower 
at 700. If he is right, that the actual quantity is somewhere 
in between, then he will automatically win, if either bet is 
accepted, of course. 

1156. As with odds range bets, when Jim chooses the 
Range Bet option, the CSUB creates two different bet offers 
with different payoff figures and different sides. Thus, the 
CSUB program can include the following Steps for enabling 
users to place hybrid range bets: 
1157. In Placing Mode 

1158 inputs designation of a hybrid range bet 

1159 inputs bet statement, 
1160 inputs the stake figure, 
1161 inputs price range, 

1162 assigns the user Higher at the lowest price in 
the range, 

1163 assigns the user Lower at the highest price in 
the range, 

1164 outputs the bet information. 

1165. When a user accepts one of these offers, the CSUB 
may or may not cancel the other offer. The Placer may be 
able to win both bets, middling as it is called, but at the same 
time, he can demonstrate the accuracy of his estimate. So the 
CSUB may or may not automatically cancel a second offer 
of a hybrid range bet, when a first has been accepted. The 
CSUB can enable Jim to decide whether a second offer is to 
remain on the table when a first has been accepted. 
1166. 15b6 Hybrid Bets with a Margin of Safety 
1167. The CSUB can enable users to add a margin of 
Safety into a hybrid bet. Jim enters a Q-guess and then enters 
a margin of safety (MOS) quantity. The CSUB registers the 
MOS in the UBSR along with the base Q-guess. 
1168. In a straight bet, the CSUB adds the MOS to the 
Q-guess if Jim has chosen Lower, and subtracts the MOS 
quantity if Jim has chosen Higher. For example, if Jim has 
chosen Lower at 600, then the CSUB creates a bet at 650 
where Jim is assigned (has picked) Lower. 
1169. In a flip bet, the CSUB creates two bet offers, one 
with Jim taking Higher at the base Q-guess minus the MOS, 
the other with Jim taking Lower at the base Q-guess plus the 
MOS. For example, Jim may think there are 600 gumballs 
in the jar and he may want a margin of safety of 50. He 
enters the flip bet option, Sets 600 as the base Q-guess, and 
enters an MOS of 50, and the CSUB then registers a the he 
picks Higher at 550 and Lower at 650. 
1170 Thus in the case of flip bets the margin of safety 
creates a kind of range bet. AS before with margins of Safety 
in P-bets, it can be useful to label a margin of Safety figure 
distinctly from a range, for they can mean different things 
Semantically speaking. 

1171. In a range bet, the CSUB can also enable a user to 
apply a margin of Safety. In this case, the range is widened; 
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the MOS is added to the Q-guess where Jim has taken 
Lower, and Subtracted from Q-guess where Jim has taken 
Higher. 

1172 Another way the CSUB can enable Jim to enter a 
margin of Safety is as a percentage of the price. Thus, if Jim 
enters, say, a flip bet and an MOS of 10%, the CSUB creates 
two offers, one an offer of Higher at the base price minus 
10%, the other an offer of Lower at the base Q-guess plus 
10%. 

15c. Triple Delta Bets 

1173) In a triple delta (3D) bet, Jim and Beth make 
different estimates of a quantity and whoever is closer wins 
by the amount that he or she is closer. When the actual 
quantity is found the difference is taken from each estimate. 
And the difference is taken from the two differences, yield 
ing who is closer and by how much. Because three differ 
ences are taken, we call this kind of beta triple delta bet. For 
example, if Paul and Lisa bet about gumballs in a jar, and 
Paul enters 630 and Lisa enters 550, and the actual quantity 
is 600, then Paul is the winner by 20. 
1174 As with the single delta bets, users also enter a 
Stake figure, to multiply the ultimate difference by yielding 
a total winnings figure, also called a transfer amount. Thus, 
if the stakes are S1 Paul wins S20 from Lisa. 

1175. A key difference, obviously, between delta and 3D 
bets is in the acceptance of a bet offer. In a 3D bet, the 
acceptor must also enter a quantity estimate rather than just 
an acceptance of a Buy or Sell offer. 
1176. Like the other basic bet agreements previously 
discussed, a 3D bet also can take the form of a Straight bet, 
a flip bet or a range bet. 

1177. In the case of a straight bet, a Placer restricts the 
Acceptor to only choosing a Q-guess that is higher or lower 
than the Placer's Q-guess. 

1178. In the case of a flip bet, the Placer does not restrict 
the Acceptor to either Side of the Placer's Q-guess. 

1179 And in the case of a range bet, the Placer enters a 
range from a first estimate to a Second estimate. The Accep 
tor then is restricted to entering a Q-guess is outside that 
range. 

1180. As with a delta bet, the two parties in the 3D bet can 
Set a ceiling on the amount they can win or lose. 

1181 15c1. Some Definitions for 3D Bets 
1182 Q-Guess 
1183. In a 3D bet, there are two Q-guesses entered, one 
from each party. A Q-guess then is a quantity that a party 
enters to be compared with the actual quantity and with the 
counterparty's Q-guess. 

1184 Sides 
1185. A first party may specify that the opponent's 
Q-guess has to be higher or lower than the party's Q-guess. 
The two sides of a 3D bet then are Higher and Lower. If the 
first party chooses Higher then the opponent must enter a 
lower Q-guess. If the first party chooses Lower then the 
opponent must choose a higher Q-guess. 
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1186) Result 
1187. The actual quantity that is defined by the bet 
statement and entered into the UBSR's of the two parties in 
the bet for the purpose of settling the bet. 
1188). The Resulting Difference 
1189. In a 3D bet, the difference is taken between each 
Q-guess and the actual quantity. The two differences are then 
compared, yielding a resulting difference. 
1190 Stake Figure 
1191. The amount of money or points that is to be paid 
per unit of the resulting difference. 
1192 Ceiling 
1193) The maximum amount that both parties can win or 
lose in the bet. 

1194) 15c2. Placing a Straight 3D Bet 
1195. When a user enters a 3D bet and only offers to take 
one side, Higher or Lower, we call this a Straight 3D bet. 
1196. The CSUB program can include the following steps 
for enabling users to place a 3D bet (Again, we leave out 
many steps previously discussed.): 

1197 inputs designation of a straight 3D bet, 
1198 inputs and stores the bet statement, 
1199 inputs and stores the Placer's Q-guess, 
1200 inputs and stores the stake figure, 
1201 inputs and stores the ceiling, 
1202 inputs and stores the Placer's choice of side, 
Higher or Lower, 

1203 outputs the bet information that has been 
entered and Stored. 

1204 15c3. Accepting a 3D Bet 
1205 The CSUB program includes the following steps 
for enabling users to accept a hybrid bet (as before, we leave 
out steps previously discussed): 

1206) 
1207 if the Placer is assigned Higher, and the 
Acceptor's Q-guess is higher than the Placers, 
rejects the acceptance, 

1208 if the Placer is assigned Lower, and the 
Acceptor's Q-guess is lower than the Placers, 
rejects the acceptance, 

1209 if the Placer is assigned Higher and the 
Acceptor's Q-guess is lower than the Placer's 
Q-guess, Stores the Acceptor's estimate and reg 
isters the acceptance, 

1210) 
1211 if the Placer is assigned Lower and the 
Acceptor's Q-guess is higher than the Placer's 
Q-guess, Stores the Acceptor's estimate and reg 
isters the acceptance, 

1212) 

inputs the Acceptor's Q-guess, 

alerts the Placer of the acceptance. 

alerts the Placer of the acceptance. 
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1213) 15.c4. Settling a 3D Bet 
1214) The CSUB procedure for settling a 3D bet is the 
Same as previously discussed as far as achieving a Settle 
result is concerned. What is required is that the two parties 
enter matching results or designate a judge who enters a 
result. What is different is the payoff procedures. 
1215 Again, we leave out steps previously discussed, 
especially concerning the matching of results. We presume 
a matching result or a judge's result has been entered. Thus, 
the CSUB program includes the following steps for enabling 
users to settle delta bets: 

1216 takes the difference (Dif 1) between the Plac 
er's Q-guess and the actual quantity, 

1217 takes the difference (Dif 2) between the 
Acceptor's Q-guess and the actual quantity, 

1218 takes the difference between Dif 1 and Dif 2 
(Dif 1-Dif 2), yielding a Resulting Difference, 
1219 if the Resulting Difference is negative, 
declares and registers the Placer as the winner, 

1220 if the Resulting Difference is positive, 
declares and registers the Acceptor as the winner, 

1221 multiplies the Resulting Difference by the 
Stake Figure to yield a Transfer Amount, 

1222 
1223 sets the Transfer Amount equal to the Ceil 
ing (while maintaining the sign of the Transfer 
Amount), 

1224 subtracts the Transfer Amount from the Plac 
er's account and adds the Transfer Amount to the 
Acceptor's account, 

1225 registers the Resulting Difference, and who 
won, in the users UBSR's. 

if Transfer Amount is greater than the Ceiling, 

1226 alerts both parties that the bet is settled. 

1227, 15c5. 3D Flip Bets 
1228. In 3D flips bets, the CSUB registers the designation 
of a 3D flip bet and then the procedure is the same as with 
Straight bets except that: 

1229) 1... the System does not input and register a side 
for either party, and 

1230 2. the system enables the Acceptor to enter a 
Q-guess that is either higher or lower than the Placer's. 

1231) 15c6. 3D Range Bets 
1232 The CSUB program can include the following 
Steps for enabling users to place a 3D range bet: 
1233. In Placing Mode 

1234) 
1235 inputs and stores the Placer's range of 
Q-guesses (Q1-Q2), 

inputs designation of a 3D range bet, 

1236 (Again, we leave out many steps previously dis 
cussed.) 
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1237) 
1238) 

1239 if the Acceptor's Q-guess is within the 
Placer's range, rejects the acceptance, 

1240 if the Acceptor's Q-guess is outside the 
Placer's range, registers the acceptance, 

1241) 
1242) 15c7. Margin of Safety in 3D Bets 
1243. As with other bets described, the CSUB can enable 
the user to add a margin of safety into a 3D bet. 
1244. In the case of straight bets, the CSUB adds MOS to 
the Q-guess if the user has chosen Higher, and Subtracts the 
MOS if the user has picked Lower. 
1245. In the case of flip bets, the CSUB creates the 
equivalent of a range offer where the range is defined by the 
Q-guess plus and minus the MOS. The system adds the MOS 
to the Q-guess and registers Higher for the user, and Sub 
tracts the MOS from the Q-guess and registers Lower. 

In Accepting Mode 
inputs the Acceptor's Q-guess, 

alerts the Placer of the acceptance. 

15d. Winner Take All Bets 

1246 A simple variation of the 3D bet is one where the 
two parties put up equal Stakes and the winner takes the 
loser's Stake. This can also be thought of a another kind of 
hybrid bet since the odds are set at 1-1. We will call it a 
winner take all bet. The CSUB can enable users to place 
winner take all bets. The steps for placing the bet and 
accepting the bet are the same as with 3D bets except that the 
Stakes and payoff rules are different, as just discussed. 
Otherwise, all is the same. 
1247 Let us then just give the steps for transferring 
Stakes upon the Settling of a winner take all bet (we take the 
definition of Dif 1 and Dif 2 from the previous discussion): 

1248 if Dif 1.<Dif 2, add the stake figure to the 
Placer's account and Subtract it from the Acceptor's 
acCOunt, 

1249 if Dif 1>Dif 2, add the stake figure to the 
Acceptor's account and Subtract it from the Placer's 
acCOunt. 

15e. Independent Quantity Estimates 
1250. With all the quantity bets described, the CSUB 
enables Jim to also enter an independent quantity estimate 
(IOE). An IQE is directly analogous to an Independent 
Probability Estimate (IPE) in that it has nothing to do with 
payoffs. The IOE is registered in its own field in the UBSR. 
1251. The CSUB can also enable Jim to enter only an 
IQE without a bet offer. The procedure for doing this are the 
same as those discussed with IPE's in section 8. Jim simply 
chooses an IQE option and the CSUB enables him to enter 
an IQE to be part of his UBSR, regardless of whether he has 
a bet offer on the table or not. 

1252. As with an IPE, Jim can enter what we will call a 
Straight, flip or range IOE. A Straight IQE is one where Jim 
enters a figure and also States whether the quantity defined 
in the bet Statement will be greater or less than the figure. A 
flip IQE is one where Jim enters just a single figure that 
represents his best guess as to the quantity being guessed at. 
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And a range IQE is one where Jim enters two figures that 
define a range within which Jim Says the quantity will fall. 

15f Market Options for Q-bets 
1253 Market options for Q-bets are basically the same as 
those for P-bets. The essential differences between P-bets 
and Q-bets are in the definitions of price and better price. 
These differences cause minor differences in the procedures 
for Striking bets. However, these differences are Superficial 
as far as market option for presenting bet offers are con 
cerned. The same situations arise with P-bets and O-bets, 
and therefore, the same procedures are employed in enabling 
people to present P-bet and Q-bet offers. In other words, the 
three categories of market options remain: 

1254 the first serve method, 
1255 auction methods, and 
1256 the split-the-difference method. 

1257 We will define price, price offer and better price for 
Q-bets, and then give a very brief discussion of how the 
market options described in Section 9 also apply to Q-bets. 
The discussion is very brief because the procedures for 
Q-bet market options are basically the same as those for 
P-bets. 

1258. The Definitions of Price and Price Offer in Q-bets 
1259. The price in a Q-bet is the Q-guess. 
1260 A price offer in a Q-bet includes a price and a user 
taking a side. In other words, when a user makes a price offer 
he not only Specifies the Q-guess, but also specifies which 
sides the two parties are to take. 
1261) The Definition of Better Price in Q-bets 
1262. In a Q-bet, a price is compared to another price 
from the point of view of a given side. We will give a list of 
the different Q-bets and what better price means in each. 
1263. In a delta bet: If a user chooses Buy, then a second 
price is better than a first price when p2-p1. For example, if 
Jim offers to Buy at a price of 567, a better price for him is 
one where Beth offers to let him buy at less than 567. 
Conversely, f a user chooses Sell, then a Second price is 
better than a first price when p2>p 1. For example, if Jim 
offers to Sell at a price of 567, a better price for him is one 
where Beth offers to let him sell at greater than 567. 
1264. In a hybrid bet: If user chooses Higher, then a 
Second price is better than a first price when p2-p1. For 
example, if Jim offers to take Higher at a price of 567, a 
better price for him is one where Beth offers to let him take 
Higher at less than 567. Conversely, if a user chooses Lower, 
then a Second price is better than a first price when p2>p 1. 
For example, if Jim offers to take Lower at a price of 567, 
a better price for him is one where Beth offers to let him take 
Lower at greater than 567. 
1265. In a 3D bet and a Winner Take All bet: Recall, in 
a 3D and Winner Take All bet there are two Q-guesses, one 
by each opponent. In these bets, a better price for a user 
refers to the Second Q-guess, the Q-guess that is entered by 
the user's opponent. Thus, if user chooses Higher, then a 
better price than a given opponent's price is one that is leSS 
than that opponent's price. For example, if Jim offers to take 
Higher at a price of 567, and Beth enters her price of 550, 
a better price for Jim is if another user offers to take less than 
550. Conversely, if a user chooses Lower, then a better price 
than a given opponent's price is one that is greater than that 
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opponent's price. For example, if Jim offers to take Lower 
at a price of 567, and Beth enters her price of 580, a better 
offer for Jim is one where another user offers to take greater 
than 580. 

1266 Basic Striking Procedure in Q-Bets 
1267 As with P-bets, the basic striking procedure in 
Q-bets is Simple and is the universal method for Striking two 
price offers. There are two eSSentials to a Striking a bet: 

1268 a. The two parties presenting offers must have 
chosen opposite sides. 

1269 b. The two parties must offer each other equal or 
better prices than the parties offered themselves. 

1270 For example, in a delta Q-bet, if Jim enters a price 
of 567 and takes Buy, and Beth enters a price of 547 and 
takes Sell, then their offers will strike. Where the offers 
strike-547, 567, or somewhere in between-depends on 
the market option that applies. 
1271 We now briefly discuss the basic market options as 
they apply to Q-bets. 
1272) The First Serve Method 
1273. The first serve method for Q-bets is the same as for 
P-bets except that he stakes do not have to be adjusted to be 
in proportion to the payoff odds. 
1274 (Note: the striking of bet offers with unequal stakes 

is described in Subsection 15g.) 
1275 Auction Methods 
1276 Auction methods for Q-bets are the same as those 
for P-bets except that the definitions of better price are 
different. To repeat, the differences are Superficial. In an 
auction, the System Still Selects the best price offer above the 
user's bottom line. 

1277. The bottom line in a P-bet was called the minimum 
price. Rather than Say that Jim enters a minimum price in a 
P-bet, we might Say that Jim enters a worst price, the worst 
price that he will agree to that is. We use the term worst price 
because minimum connotes that the price cannot be lower 
than a given price. But, if Jim takes Buy or Higher in a 
Q-bet, he wants a lower price offer because a lower price is 
a better price. Thus we say that Jim Sets the worst price he 
will agree to. The System then Selects the best price offered 
him that is greater than the worst price. 
1278. Where bidders choose the auction option as well, 
the same problem remains of how to strike offers when 
multiple different offers can strike. 
1279) The Split the Difference Method 
1280. The split-it method is the same except that the price 
means different things in a P-bet and a Q-bet. In a P-bet the 
price refers to a probability figure that also is a payoff figure. 
In Q-bets, the price is a quantity estimate that is also a payoff 
figure. In a Q-bet, when there is an overlap in two price 
offers, the bet is struck at (Price1+Price2)/2. The prices, of 
course, are Q-guesses. AS before, an overlap is created when 
both parties offer each other better prices than they offered 
themselves initially. 
1281 Procedures for having multiple parties use the 

split-it method are also basically the same with Q-bets and 
P-bets. The problem of whose offer to strike with whose 
remains. 
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15g. Covering Only Part of the Opposing Side's 
Stake in a Q-bet 

1282. In the previous Subsections we have assumed that 
two parties in a bet have agreed to equal Stakes. AS with 
P-bets, the CSUB can allow people to strike bets with 
unequal Stakes. The procedure for Q-betS is easier than with 
P-bets because the System does not have to Set Stakes in 
proportion to a payoff odds figure. In the case of Q-bets, the 
System simply Strikes a bet at the lower of two Stakes figures 
and then creates a Second bet offer with the remaining Stake 
for the user who entered the larger Stake figure. 
1283 For example, if Jim offers to bet at stakes of S1 in 
a delta bet, and Beth only offers to bet at stakes of 25 cents, 
then the system strikes a bet between Jim and Beth at stakes 
of 25 cents and creates second offer by Jim that is identical 
to his first offer except that the stake figure is 75 cents. 
1284 Thus, the CSUB can include the following steps for 
enabling users to Strike Q-bet offers where a first party puts 
more at Stake than a Second party: 

1285) 
1286 create a new bet offer, including UBSR, for 
the first party such that all the terms of the first 
party's offer are the same those in the Struck bet 
except that the Stake is Set at: 

1287) (the first party's original Stake)-(the Second 
party's original stake). 

Strike the bet at the Second party's Stake, 

15h. The Secondary Market for Q-Bets 
1288 The secondary market for Q-bets works the same 
way as it does for P-bets and G-bets, except for important 
differences in the quotations of prices. Prices in P-bets and 
G-bets can be quoted in terms of probability and those 
probability figures can be converted into expected values. 
1289 Expected values do not apply to Q-bets. Thus 
Q-bets need to be quoted in terms of cash or points. 
1290 We do not go in any depth here because the 
essentials of a Secondary market for bet agreements were 
covered in Section 13. 

16. The Spectrum 

1291. In a conventional market there is what is called the 
market price. For example, a Stock might be Selling at a 
market price of S80. The market price has Some wiggle room 
in it, the spread between bid and ask. But basically the 
Spread, at least in most financial markets, is usually quite 
narrow. The principle of market price applies to betting 
markets as well, where the market price is called the line. 
Here too there is Some wiggle room between bid and ask, but 
again, the spread is usually quite narrow. 
1292. In conventional markets it makes no sense to post 
offers to buy and Sell that are far outside the market price. 
For example, if the market price of a Stock is S80, it makes 
no sense to post an offer to buy or sell at S50. If the line on 
Secretariat winning the Belmont is 1-20, it makes no Sense 
to post an offer of 1-5. If the line on the Redskins in the 
Superbowl is +10 points, it makes no Sense to post an offer 
of +6 points. Why not? Because the purpose of conventional 
markets is Sales, transactions, it is not communication. A 
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conventional market, Say a Stock market, could not care leSS 
that someone thinks that a stock is worth S50, when the stock 
is transacting at S80. 
1293 And that is one way that CSUB markets are vastly 
different than conventional markets. The purpose of the 
CSUB is to register and display bet offers whether at a 
current transaction price or not. In other words, the point is 
to display offers whether those offers are likely to be 
accepted or not. Moreover, the CSUB enables users to 
register independent probability estimates and independent 
quantity estimates. These too can be shown (or kept Secret), 
regardless of the current transaction price range. 
1294 G-bets illustrate how the CSUB is a system for 
registering and displaying offerS regardless of whether they 
are accepted or not. G-bets often will not be accepted 
because the people who enter them will be sure of their facts. 
The very non-acceptance shows that the G-bets are reliable 
guaranteeS. 

1295 While we can never really capture how a commu 
nity estimates a probability or a quantity (unless the prob 
ability is 0 or 1, or the quantity is known), showing the 
Spectrum of offerS is far better than showing just a current 
market price. 
1296. Of course, people will usually, though not always, 
Seek a better price from themselves than they think is fair. 
Therefore, the current market price can Still be critical in 
influencing the spectrum of offers. For example, if Secre 
tariat will win the Belmont Stakes is transacting around 
1-20, and Jim thinks that the horse is really a 1-30 shot, he 
will not offer to take True at 1-25. That's because 1-20 is a 
better deal. Thus, the market price of 1-20 affects the offer 
he will enter, at least on True. 
1297 Jim may, on the other hand, offer to take False at 
1-45 (where False is paying 45-1), even though that is 
outside the transaction range. His offer to take False at 1-45 
will not transact, but that is beside the point; the point is that 
his offer will be registered and shown. People will often offer 
bets at prices that are worse for other people than the current 
market price. 
1298 We call the collection of offers and estimates the 
Bet Statement Market Record, or Market Record for short. 
We introduce here another name for it, the Spectrum. This 
name is in contrast to the Line. 

1299. The idea of registering and showing all offers 
rather than just those in a narrow range where Sales are 
occurring is simple and Significant. It enables the CSUB to 
show a community's reaction to a given bet Statement 
through the various kinds of information the CSUB regis 
ters: the distribution of offers per side of the bet, the times 
those offers were made, the Stakes involved in each, the 
IPE's and IQE's, who is in the market, how many people are 
in the market, and the current line, and more. The kinds of 
Statistics that can be developed are too great to be detailed 
here. Most are not yet imagined. Below we elaborate just a 
little on how the Spectrum can be informative. 
1300 Showing an Individual’s Estimate as a Range 
1301) The spectrum enables the CSUB to show that 
individuals often express estimates in a range (which, of 
course, is the reason for range bets). For example, Jim might 
State a range on the chances that it will rain. The range might 
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be from 10% to 20%. Thus Jim offers to take True at payoff 
odds of 10% and False at payoff odds of 20%. We might 
pretend in this case that the current line is 15%. And So, 
neither of Jim's offers will, at the current time, cause any bet 
to be struck. Nevertheless, the offers express Jim's estimate. 
Likewise with quantity range bets. For example, Jim can 
State that the increase in the Consumer Price Index next year 
will be from 2% to 7%. Thus he can offer to take Higher at 
2% and Lower at 7%. Let's pretend the current line is 4%. 
Again, neither of Jim's offers will be transacted at the 
current time, but they potentially can be at a future time, and 
therefore they express Jim's opinion. 

1302 Showing the Distribution of Offers 

1303) The spectrum enables the CSUB to show the 
distribution of offers for a given bet statement. For example, 
let uS Say that a bunch of weather forecasters get together to 
make bets whether it will rain on the statement, It will rain 
on October 1. The bets may be submitted by silent auction. 
When the offer are revealed, the CSUB can display all the 
various payoff offers submitted. Whether any offers are 
struck or not is beside the point. The CSUB can show, say, 
what fraction of forecasters offered 10% or more on True, 
what fraction offered 11% or more, what fraction offered 
12% or more, and So on. Of course there can be actual odds 
bets, in which case the CSUB can show what fraction of 
forecasters gave actual odds offers at each percentage 
between 0% and 100%. 

1304) The CSUB can include various functions for doing 
Statistical analyses of the spectrum. A bar graph of the 
distribution of the odds offers is one of the simplest. The 
Same principle applies, of course, to analyzing the distribu 
tion of offers concerning Q-bets. For example, the forecast 
erS might make Q-bets on how many tenths of an inch of rain 
there will be on October 1. The distribution of offers can 
then be seen. 

1305 Showing How an Individual’s Offer Compares 
With Other People's 

1306) The spectrum enables the CSUB to show how 
Jim's offer compares to other people's and also enables the 
CSUB to show how well Jim estimates compared to other 
people. (Here we will switch from Jim to Ted in honor of Ted 
Baxter.) 
1307 Say that a weather forecaster, Ted, picks True and 
sets an offer of 90% (1-9) on the bet statement, It will rain 
on October 1. And let's say that 50 people offer to accept 
Ted's offer. The system registers how many people offer to 
accept and further registers how many people offer to take 
Ted's side of the offer. 

1308 Let's say that no one offers to take Ted's exact offer 
and that the closest offer on True is 60%. Well, we see that 
Ted is bucking the “conventional wisdom.” Now if it rains 
Ted is vindicated, and his win is recorded in his UBSR and, 
consequently in his UR. It can then be seen, Sort of, that he 
has estimated better than others. 

1309 (Actually, it is meaningless to say that a person has 
given a better probability estimate based on a single trial. 
Still, we somehow feel that a person who wins a longshot bet 
has estimated better than the competition, particularly when 
no one is willing to join him in the original bet offer.) 
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1310 The situation is a little clearer-though by no 
means clear-with Q-bets. So let's assume that Ted has also 
said that there will be more than 0.5 inches of rain and offers 
to take Higher in a Q-bet with the quantity offer set at 0.5. 
Again, let's Say that there are 50 people who offer to accept, 
who offer to take Lower that is. And further, let's pretend 
that the closest offer in the spectrum on Higher is 0.1 inch. 
The Spectrum reveals that Ted is bucking the conventional 
wisdom. If it rains more than 0.5 inches, Ted is shown to 
have estimated better than the crowd. 

1311. In plain English, the scenario laid out above is that 
of a forecaster who is predicting a very high chance of a 
downpour on October 1, where most people don’t even think 
it will rain. The Spectrum allows us to See this in a unique 
way. With the Spectrum, people can See concretely how a 
given perSon's estimates differ from those of other people. 
The same applies to IES, not just payoff offer estimates. 
1312) Certain statistics for a given MR-especially those 
that show how a user's estimate compares to other peo 
ple's-can be entered into the user's UBSR. Over a series of 
bets these kinds of Statistics, which are also collected in the 
UR, can show how a person's judgment compares to other 
people's. 

1313 Display and Search Functions 
1314. How is the spectrum to be displayed for a given bet 
Statement? There is no ideal way. A simple way to display 
the spectrum is in ascending order of offers on a given side 
of a bet-from the lowest payoff offer for a given side to the 
highest offer. This applies to P-bets and Q-bets. G-bets can 
be shown separately. With Such a display, the CSUB can 
easily show Jim what the best and worst offers are for a 
given Side of a given bet Statement. However, this way is not 
necessarily practical given the number of offers that there 
can be in a given market, and further given the variety of 
conditions that can be included in offers. 

1315 Thus, CSUB can include search function for find 
ing the best offer where the search is restricted by search 
parameters that can be entered. The CSUB can include 
functions for finding the most advantageous offer for a given 
Side, and a given commodity, at a given time. Additional 
parameters can be added for Specifying any of the options 
that have been discussed previously. To give a minor 
example, Jim can ask to see bets by people who are not 
betting anonymously. There are, of course, numerous param 
eters that the CSUB can enable Jim to enter in order to find 
a bet offer. 

17. User Statistics 

(Statistics Created from an Individual’s UBSR's) 
1316. As discussed in section 8, all of a user's UBSR's 
are grouped in a record called the user record (UR). The 
CSUB uses information in the UR to create statistics for 
evaluating the user's performance over a Series of bet 
agreements, bet offers, and independent probability and 
quantity estimates. In this Section we describe Some useful 
Statistics that can be created and displayed. However, it 
should be noted that most Such Statistics are not yet imagined 
because the CSUB is a novel system for registering infor 
mation about people's guesses. The point of this Section is 
to show how the CSUB can enable people to use the 
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information that is collected in UR's. We will call statistics 
created from a UR by the name user statistics (U-stats). AS 
usual, our users will be Jim and/or Beth. 
1317. The CSUB can include option buttons for display 
ing various named U-stats. These U-stats can potentially be 
accessed from any bet offer Jim makes and through Jim's 
name. As previously noted, the CSUB also includes an 
option for enabling Jim to restrict access to his U-Stats. 

17.1 Examples of User Statistics 
1318. The CSUB can include options for displaying 
statistics such as the ones described below. Of course the 
CSUB must include means for calculating these Statistics as 
well. 

1319 Average Edge Per Bet 
1320) The CSUB can calculate Jim's average winnings or 
losses per dollar or point at Stake. This is a simple and 
potentially useful measure. 
1321 Odds Offers, Quantity Offers and Guarantees Com 
pared to the Actual Record 
1322 The CSUB can create a plot of the actual results of 
bets as compared to the odds and quantities offered (includ 
ing sides taken) in those bets. Let us consider pay-off odds 
first. 

1323 Not only can the CSUB classify bet results accord 
ing to odds offers and Sides taken, but also according to the 
type of bet (straight, flip or range). The type of bet can be of 
major importance because Jim's odds-estimates can be very 
different depending on the type of bet. Jim's payoff odds in 
an actual odds bet should be a better reflection of his honest 
probability estimate than the payoff odds in a Straight bet. In 
the case of range bets, the CSUB groups the results for each 
different odds range that Jim has entered. A range offer is far 
different than a flip offer and a straight bet odds offer. For 
example, an offer of 80%-90% in a range bet is very different 
than an offer of 85% in a straight bet, which is very different 
than an offer of 85% in a flip bet. 
1324) Again, for simplicity in illustrating, let us pretend 
that Jim has made 40 straight bet offers at payoff odds of 
10% taking True in each. The CSUB can show the actual 
record of those bets that have settled and those that have not. 
Further, the CSUB can show the record including bets where 
Jim's offer was not accepted, but where people in the same 
bet market did Settle. Their Surrogate Settle results can be 
used (as discussed in Section 12). 
1325 Let's pretend that of the 40 bet offers that 20 were 
accepted and settled. Out of these let's say that the settle 
results were 4 True, 14 False and 2 Undecided. The actual 
record then for those 20 bets is 20% true. So we see that Jim 
was conservative in his odds offers-for he offered 10%. 

1326 Let's assume that in the additional 20 offers that 10 
were never settled but that the remaining 10 were settled by 
others in the same bet markets. Let's pretend that of these the 
settle results were 6 True and 4 False-60% true. So, we see 
that in these cases Jim Seems to have been very conservative 
in his odds offers of 10%. 

1327. The CSUB can do a plot showing at each different 
odds offer what the actual results were, including bet agree 
ments that were Settled, not settled and not accepted. Jim 
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will have different numbers of trials at each odds offer figure 
but that is beside the point; the plot is still made. 
1328. The issue of the number of trials is important 
though in evaluating Jim's performance. One of the prob 
lems with Splitting out bet results according to individual 
odds figures is that it is hard to compile a large number of 
trials at a given figure. For example, Jim may have only 
made one bet with odds at 4/21 (17-4) on True, while he 
might have made a dozen at 1/5(4-1) on True. The number 
of possible offers is of course infinite. A solution would 
appear to be to take ranges, for example: 50+%-55%, 
55+%-60% . . . The problem with this is that there can be a 
magnificent difference in payoffs at different ranges. For 
instance, the difference between odds of 98% and 99% is 
just over a doubling of the payoff obligation. There is no 
great Solution to the reality of limited trials. 
1329 Now let us take Q-bets. Q-bets come in more 

varieties than P-bets. Not only are there straight, flip and 
range varieties, but there are four different kinds of bets 
where the payoff rules differ. So the CSUB can split out 
Statistics on these four kinds and their Straight, flip and range 
variations. 

1330. The CSUB can show quantity offers and plot them 
against the actual quantities that are found (or not found). AS 
with probabilities, there are many pitfalls involved. It is 
hard, if not ridiculous, to compare estimates about different 
things. For example, an estimate of 98 degrees Fahrenheit is 
different than an estimate of 98 degrees in a triangle and 
different than an estimate of 98 gumballs. Further, getting a 
large number of trials at any given quantity is more difficult 
than with probabilities because the range of quantities is far 
greater than from 0%-100%. 
1331 A potentially useful statistic that the CSUB can 
keep track of is the average difference between quantities 
offered and actual quantities found. This Statistic can be 
revealing where flip bets and IQES are concerned. 
1332 For evaluating Jim's performance in Q-bets, 
another useful Statistic is his accumulated record of wins 
Versus losses. Still another useful Statistic, especially in delta 
bets, can be the average margin of Victory, with the margin 
being taken as a percentage of the actual quantity found. 
1333 Now let us take G-bets where the payoff offer is a 
guarantee. These are simpler in many ways, for there is no 
payoff figure. The most important Statistics then Seem to 
have to do with the percentage of Jim's guarantees that are 
collected on. Other important Statistics are those about Jim's 
retraction rate. 

1334. With G-bets it is, of course easier to gather a large 
number of trials because a G-bet is a distinct kind of bet that 
can be used whenever Jim want to show that he s Sure of 
Some fact (statement). 
1335 Statistics About Non-Accepted Bets 
1336 AS noted in section 12, the CSUB can keep track of 
what percentage of Jim's bet offers are not accepted, and can 
keep track according to odds offers as well. Keeping track 
according to the quantity offered is not as relevant with 
Q-bets. But keeping track according to bet type-Straight, 
flip or range-is important because Jim will normally have 
different behavior when giving quantity offers in each of 
these types of bets. 
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1337 Retraction Statistics 
1338. The CSUB can keep track of what percentage of 
bets Jim has retracted. The CSUB can keep track according 
to the type of bet. Further it can keep track according to 
whether the bet is open or struck. 
1339. The system can show the odds offers plotted 
against the bets retracted. Doing this can show if there is a 
bias in retracting at certain odds offers. For example, a 
person who offers 1-99 taking True may retract quite often, 
for that can mean a large payoff obligation, depending on the 
Stakes. 

1340 Retraction statistics can be important for showing 
how confident Jim is about initial bet offers. Retraction 
Statistics can also help Beth who is considering going to the 
effort of accepting Jim's bet offer. If Jim has a history of 
consistently canceling bets, this is revealed in retraction 
statistics, and can show that it is not worth the trouble of 
betting with him. Retraction Statistics can also indicate 
whether Jim's initial bet estimates are reliable or not. 

1341. Opposition Statistics 
1342 Keeping statistics about Jim's opposition can be 
very important. Thus, in a given UBSR of Jim's, the CSUB 
can register certain U-Stats about the Strength of Jim's 
opponent(s). We cannot say what these are exactly, for they 
have not been imagined yet. The point is that the CSUB can 
include a field or fields in the UBSR for indicating the 
Strength of the opponent in a bet. The Strength of opponents 
in a Series of bets can then tabulated as well. All measures 
will be flawed, but Some indication is often better than none. 
We see this in football statistics, for example, where an 
important Statistic is the win/loss record of a team's oppo 
nent(s). We also see it in the rating of chess players where 
a player's rating depends on the ratings of the playerS She 
has beaten. 

1343 Beside statistics for evaluating the strength of the 
opposition, another important Set of opponent Statistics that 
the CSUB can calculate and display are those concerning 
whether Jim is “bucking the crowd' or “following the 
crowd.” These phrases are vague but they get the flavor 
across. The idea is that for each UBSR, the CSUB can 
register, at various times (especially those times when Jim 
makes an offer), what percentage of market participants are 
taking Jim's Side in the bet, and at how their offers compare 
to his. What percentage of offers are higher or lower than 
his? And how many offers are there in the market? Seeing 
where all other market participants Stand at a given time 
shows where Jim Stands relative to those people, of course. 
If the bets in a given market Settle, the System can also show 
how Jim has done as compared to the other market partici 
pants. 

1344 Classifying U-Stats. In Various Ways 
1345) To make U-stats more useful, it is best to classify 
them according to various characteristics. The CSUB can 
enable users to call all the Statistics up at the press of various, 
named option buttons, each named for a different Statistic 
that is. 

1346. The CSUB can classify U-stats according to cash 
and CP bets. The CSUB can classify U-stats according to 
P-bets, Q-bets and G-bets. The CSUB can classify U-stats 
according Straight, flip and range bets. All these classifica 
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tions can be important because Jim's estimating can be very 
different in each of these different kinds and types of bets. 
1347 In addition, the CSUB can enable Jim to enter a 
Subject heading for a each bet he makes. U-Stats can then be 
classified according to Subject. Enabling Jim to enter Subject 
labels is important because Jim's record on Some Subjects 
might be great and in others poor. To mix all results together 
with no discrimination among Subjects defeats one of the 
key objects of the invention, which is to allow people to 
demonstrate expertise in certain areas. With Subject head 
ings, other users can See that Jim knows a lot about certain 
Subjects and not much about others. 
1348. In both P-bets, Q-bets and G-bets, the CSUB can 
classify all Statistics according to how many dollars or points 
the user has at Stake. There can be great differences in a 
Jim's estimating behavior (the care he takes) depending on 
how much there is at risk. 

1349 Another important option button that the CSUB 
can include is one that allows Jim to designate a bet as “On 
the record or “Off the record. With on the record bets Jim 
can be more careful. With off the record bets he can think 
less about the matter at hand than he does about his bets that 
“count.” If a person's record in betS is an important thing, 
and if there were no “off the record” option then it would be 
a big nuisance for people to bet routinely, for they would 
have to apply their concentration on every bet. Thus the 
option to classify one's bets as “off the record” can make the 
System more usable. 

17.2 Examples of How U-stats Can Be Used 

1350 U-stats can be used in many ways to indicate a 
person's knowledge (or lack of knowledge) on a given 
Subject. Let us take the example of G-bets, for in Some ways 
they are simplest. 

1351 Imagine a 16 year old chemistry buff who takes a 
drink at her School water fountain and Sees a Sticker that 
says, “Certified Lead Free as Defined by the State Safe 
Drinking Water Act.” She gets curious and looks up the 
regulations in her State and decides to test the water. She 
performs the experiment in her school's lab and finds that 
the lead level is higher than allowed by law. So she repeats 
her experiment at different times of the day and her results 
all come out in a narrow range, all over the legal level. She 
decides to publish a report on the level of lead in the water 
in her School, and she makes a guess about the level at other 
Sites in her city. So She publishes a report and places a G-bet 
that the lead level is within a certain range at her School, and 
She defines the measurement process. 
1352. Now, let us add one more twist: she has done this 
kind of thing ten times before, and no one has ever collected 
on one of her G-bets. Therefore, people seeing her G-bet will 
have Strong reason to believe She is right, regardless of what 
the water company and fountain maker might Say. 
1353 Who would you believe more, a person with a 
Ph.D. who does not back up his statements with bets, or a 16 
year old who does, and who has a SpotleSS record in G-bets? 
What about a Ph.D. holder whose guarantees have failed on 
Several occasions? 

1354 Switching examples, imagine a set of weather 
reporters who not only forecast the weather but make P-bets 
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about it. Now, which weather reporter would you listen to 
more carefully, the one with the best record in bets or the one 
with the worst record in bets? 

17.3. Using IPE's and IQE’s 

1355 We should not underestimate the importance of 
statistics based on IPE's and IOE's which we refer to 
together as Independent Estimates (IES). 
1356. The methods of creating U-stats based on IE's are 
basically the same as those based payoff offers. As with 
payoff offers in P-bets and Q-bets, the CSUB can create 
numerous Statistics concerning the accuracy of Jim's IPES 
and IOE's versus the actual results of the bets involved. And 
further the CSUB can create numerous Statistics concerning 
where Jim Stands at given points in time compared to both 
the market's spectrum of payoff offers and IE’s. These 
Statistics can be accessed from named buttons. 

1357. The difference between IE's and payoff offers is 
one of incentives. When entering a payoff offer in a range or 
Straight bet, Jim usually will not give his best estimate, but 
will try instead to give himself a favorable bet. When 
entering an IE Jim's incentive is to give his best estimate. 
Thus IE's can be of great importance in judging Jim's ability 
to estimate. 

1358 IE's are also important because Jim's ability to 
estimate is not necessarily Seen in Jim's winnings or losses. 
Winnings or losses show how one's guesses compare to 
one's opponents' guesses, not necessarily how one's guesses 
compare to the actual record. 
1359 IE's are also important because often Jim will not 
even make a bet offer but will only be making an IE. 
1360 IE’s point up how different the CSUB is from 
conventional, automated betting Systems. Conventional Sys 
tems do not have not means for registering IES because 
these Systems are not meant for communication, for regis 
tering a community's uncertainty about bet Statements. 

18. Communications Options and Aspects 

1361. In this section we step back and see how the system 
can be used as a communications medium. We talk about 
how the invention combines aspects of Several kinds of 
communications Systems. And we elaborate on Several com 
munications options disclosed in Part 1. However this Sec 
tion is brief and cannot do justice to the Spacious Subject of 
how the CSUB can enable people to communicate. 

18.1 CSUB as a Statement Registry/Switchboard 

1362. The CSUB can be used as a central registry for 
Supported Statements (SS’s). When we say registry we mean 
that people store their SS's outside the CSUB and store 
references to those SSS inside the CSUB-in the UBSR's 
of Supporting bets. Thus users can locate ordinary Statements 
outside the System through bets inside the System. For 
example, let's pretend that Jim has written an article for a 
national magazine and has given many arguments as to why 
a team candidacy for President would be Successful. Okay, 
now Jim also wants to make a bet on the thesis of his article. 
So, he enters the bet in the CSUB and enters reference data 
to his article along with the bet. Now people who find the bet 
in the CSUB can see the reference and then find the article. 
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Furthermore, people who look at the article can find the bet, 
assuming that the article has reference data to the bet. 
1363 Now, if an SS is stored in an electronic data base 
other than the CSUB, and if that data base is connected to 
a “net” connected to the CSUB, and if the contents of the 
Second database can be accessed from the CSUB, then the 
CSUB can create an active link, a hypertext link for 
example, between the bet and the SS. A person “at” a bet can 
then be Switched to the SS and vice versa. In this sense we 
can think of the CSUB as a Switchboard. The CSUB may 
also display the SS together with the bet. 
1364 (Note: It is also possible that the bet statement is 
not even stored in the CSUB, but only reference data to the 
bet statement which itself can be stored elsewhere. The full 
bet statement is simply represented by reference data. We do 
not go into this possibility but point out that the CSUB 
remains the apparatus by which the bet is transacted.) 
1365 Storing SS's outside the CSUB in connected elec 
tronic data bases is a Small Step technically from Storing 
them inside the CSUB. However, commercially it can make 
a big difference, for people may want to keep their SSS in 
their own Systems. 
1366. This fact is important not only because Jim might 
want to store his SS outside the CSUB, but because he may 
be referring to Someone else's Statement that has been Stored 
outside. That Statement may or may not have a Supporting 
bet originally. Just as people routinely reference other peo 
ple's works, Jim can enter a bet and also reference Someone 
else’s work. He might make a bet, for instance, about 
hurricanes in Florida and cite Bubke's article, "Storms and 
Global Warming.” Bubke's article becomes an SS, in the 
sense of the CSUB definition-a statement that is linked to 
a bet or referred to in a bet as being Supported by the bet. 
1367) If Jim has not authored the SS, then the system 
registers that fact and displays the fact to users who see the 
SS. Now if Jim has not authored an SS, then the CSUB does 
not copy Jim's bet data into the SS or SS record. Only if Jim 
is the author of both the bet and the SS does the CSUB, if 
it is physically possible, copy bet data into the SS and or SS 
record. This principle holds whether the SS is stored inside 
or Outside the CSUB. 

1368. Since all statements will not be in the CSUB, 
clearly the ability to reference and access SS's outside the 
CSUB from bets inside the CSUB can be a useful feature of 
the system. Thus, the CSUB can include an option for 
linking a bet to a Statement in another electronic database. 
The CSUB can include the following steps for enabling 
users to link bets with Supported Statements that are Stored 
outside the System: 

1369 input bet (SB) terms and create UBSR, 
1370 store reference data for linking UBSR to Sup 
ported Statement (SS) record in another data base 
Such that, 
1371 a... the SB record can be opened by selecting 
reference data in the SS record, 

1372) b. the SS record can be opened by selecting 
reference data in the SB record, 

1373 and if the user is the author of the SS, such 
that, data from the SB record is copied into the SS 
record. 
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18.2 CSUB as a Library 

1374. The CSUB can be used as a library where people 
can Store and find bets and ordinary Statements. AS with any 
library, works are given reference numbers, and titles and 
can be abstracted. Abet Statement may be quite lengthy, and 
therefore it is often useful to abbreviate it and give the bet 
a title. Most bet statements will not be as short as Dream 
Team will win the election because of the spelling out of 
definitions. In fact, Dream Team will win the election is 
more like a title or an abstract. 

1375 Of course, the CSUB can enable users to find full 
bet Statements by title and abstract and reference number. 
And, of course, reference numbers, titles, and abstracts can 
be used to refer to Supported Statements as well. These 
matters, except the titling and abstracting of bets, have 
already been discussed. We are just taking a moment to think 
of the CSUB from the point of view of an electronic library. 

18.3 CSUB as a Central Bulletin Board and Mail 
System 

1376) The CSUB can be used as an electronic bulletin 
board where users post their bets for the community to See. 
The CSUB can also be used as a mail system for sending bet 
offers directly to given people. In addition to enabling 
people to Send bets to people, the System can register and 
display that a given bet has been Sent to a given perSon. 

1377. In addition to enabling people to send bet offers, 
the System enables people to send what we will call chal 
lenges. We will elaborate on challenges in order to describe 
this useful option that the CSUB can include. In describing 
challenges, we will also illustrate the bulletin board and mail 
aspects of the System. 

1378. A challenge is a bet statement without an odds or 
quantity offer attached. The System enables Jim to Select a 
Challenge option for entering and Sending and posting 
challenges. When Jim selects this option, the CSUB presents 
him with a form for entering a bet Statement, and any other 
terms he likes except the payoff offer. The CSUB creates a 
UBSR because Jim is entering a bet statement. The system 
registers in the UBSR that the statement is meant as a 
challenge. When the CSUB posts the bet statement of a 
challenge, it displays a challenge message along with the 
Statement (this message can be implicit though because the 
payoff offer is missing). By challenge message we mean that 
Jim challenges Someone, or anyone, to make a bet offer on 
the Statement that Jim has entered. 

1379. Now a challenge can include more conditions that 
just a naked bet Statement. It can ask that a certain kind 
and/or type of bet be made, that certain Stakes be pledged, 
that cash be Staked-all the conditions that can be put in a 
bet offer except the payoff offer. These conditions are all 
registered in the UBSR, of course. 

1380 Challenges can be used in some of the same ways 
as bets. For example, they can be linked to Supported 
Statements. And as noted, the System enables Jim to Send a 
challenge to individual users and show that fact on the public 
bulletin board. The identities of the targets of Jim's chal 
lenge are also registered in his UBSR. Not only does the 
CSUB show on the public bulletin board who a challenge 
has been Sent to, the System also registers and displayS 
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whether any of the people the challenge was directed at have 
made a bet offer using Jim's bet Statement. 

1381 For example, Jim can enter: 

Challenge 

Bet Statement: Dream Team will win the election. 
Stake: Nothing entered 
Side: Nothing entered 

1382 Jim can post this challenge for the community to 
See, choosing a Post Challenge option that the System can 
include. Using a Send option that the System can include, 
Jim can also send the challenge to, Say, potential Dream 
Team members and to the President, daring them to put odds 
on the statement. The President, presumably, would not want 
to admit that he would lose to an alternative candidacy, and 
let’s say, would decline to bet. As noted the CSUB can 
include means for registering and displaying this fact as 
well. 

1383 (Achallenge means that Jim enters a bet statement, 
causing the System to create a UBSR and marking the 
Statement as a challenge. The CSUB can enable users to post 
challenges that do not have bet Statements but are simply 
ordinary challenges to make a bet offer on a given Subject 
“I dare you to make a bet on so and so subject.” Such 
challenges can be useful but they are not what we mean 
when we say challenge. We might call these kinds of 
challenges by the name vague challenges.) 

1384 All the procedures for sending a challenge also 
apply to bet offers. The CSUB includes steps for registering 
not only whether a user has received a bet offer but whether 
the user has responded. 

18.4 CSUB as an Improved Newspaper and 
Bulletin Board System 

1385 One might dramatically say that no statement is an 
island. Statements are usually part of a continuing discus 
Sion, or Story, or debate. We See this reality tangibly in letters 
to the editor in newspaperS and in the postings on electronic 
bulletin board systems (BBS’s). 
1386. The CSUB is a system where a people can carry on 
discussions—for example, pursuing the Subject of an article, 
adding to it, modifying opinions, and So on. But the CSUB 
is not like an ordinary newspaper or BBS. It enables people 
to carry on extended conversations in a new way because of 
the Specificity of bet Statements and payoff offers, and 
because of the transaction of bets. 

1387 Let us illustrate with an example. The example is 
limited because it describes just one hypothetical response to 
a hypothetical report. Yet it should get acroSS the principle 
of responding to a given Statement and/or bet. Imagine then 
that a reporter, Smith, has written a Story accusing an 
executive of fraud. And imagine that the executive, Kim, is 
outraged and Suspects that certain witnesses (Sources) have 
been lying about him. Finally, imagine that the executive 
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enters a response, a letter of protest, into the CSUB and 
supports it with it the following bet offer: 

1388 1. Bet Statement: 
1389. If ten randomly selected lawyers, who are also 
alumni of the SEC, were to review the facts in my letter of 
Sep. 20, 1996, and in Smith's story, “Executive Suspected of 
Fraud" (Sep. 17, 1996), none of the lawyers would say that 
I had committed fraud as defined by the Universal Com 
mercial Code. 

1390) 1a. Definitions: 
1391 Random selection to be by any mutually agreed on 
process. Review is defined as however the lawyers want it 
to be defined up to $50,000 in review costs. (I will fund the 
review up to $50,000 of the lawyers time.) 

2. Odds: 1-19 
3. Side: True 
4. Stake: $100,000 
5. Independent Probability 99-9% 

Estimate: 
6. Cash Challenge Offer: 
7. Cash Challenge Sent To: 
8. Counter Bet to: 
9. Supported Statement: 

10. Counter Statement to: 

$10,000 
Jane Q. Editor 
Smith, Sep. 17, 1996, News Chronicle 
Kim, Sep. 20, 1996, CSUB 
Smith, Sep. 17, 1996, News Chronicle 

1392) To illustrate how the CSUB can be used, we show 
more UBSR information than just straight bet terms. (Note: 
We leave out much that we have described previously. For 
example, we leave out important market Statistics that can 
enable users to see how many people are Willing to accept 
Kim's offer.) We will take the UBSR information above one 
field at a time, using the reference numbers above. 
1393. In 1-4 we see straight bet terms, with Kim picking 
True. The only new aspect we see above is that the CSUB 
can enable users to Separate the bet Statement into the part 
that is found true, false or undecided, from the part that Sets 
forth the definitions for the first part. We consider these parts 
together to make up the bet Statement, but for the Sake of 
clarity it can be easier to Split them out. It can also be more 
user friendly to have a third part of the bet statement for 
elaborating on the Settling rules and any other provisoS of the 
bet, Such as dispute resolution rules. 

1394. In 5 we see an IE where Kim states his independent 
estimate of the chance that his bet Statement is true. In this 
case we imagine that Kim wants to advertise the IE and So 
has chosen to have it displayed. As noted, the CSUB can 
include an option for hiding an IE. 

1395. In 6 we see that Kim also makes a cash challenge 
offer. By that we mean that he will pay Someone to make a 
bet offer on the same bet statement. (Cash challenges will be 
explained further in section 19.) 
1396. In 7 we see that the cash challenge is restricted to 
a single perSon, Jane Q. Editor, the key editor, we imagine, 
of Smith's article. 

1397 (Smith and Jane Q. may or may not respond to 
Kim’s bet and challenge. Whether they do or not can also be 
registered by the CSUB and displayed.) 
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1398. In 8 we see that Kim has labeled his bet offer as a 
counter-bet to the article by Smith. (See section 6 about 
counter-bets and counter-statements.) If Kim's offer can be 
linked to Smith's article, then the CSUB makes Smith's 
article electronically accessible from Kim's bet offer. 
(Smith's article may be outside the CSUB and electronically 
inaccessible.) 
1399 (Note, when we say that a counter-statement is 
linked to another Statement or bet, we do not mean that any 
data is copied from one file into the other. That can only 
happen when a perSon is the author of both Statements that 
are linked.) 
1400. In 9 we see that Kim has entered an SS, his letter, 
into the CSUB. The CSUB enables users to open Kim's 
letter from his bet offer, and vice versa. 

1401. In 10 we see that Kim has labeled his SS a 
Counter-Statement to Smith's article. Again, if Smith's 
article is electronically accessible, the CSUB can enable 
users to open Smith's article from Kim's letter. 
1402. As shown in FIG. 15, we picture Smith's article 
220 and a file opening link 221 between it and Kim's letter 
222. By file opening link we mean that a user can open one 
file (record) from another. We see two links between Kim's 
letter and Kim's supporting bet 223. The first link 224 is a 
file opening link and the Second 225, pictured with a thicker 
line, Signifies that bet data from Kim's Supporting bet can be 
copied into Kim's letter. We also picture a file opening link 
226 between Kim's bet and Smith's article. 

1403. Just to show the relationships, we also picture, 
though it is not described above, that Smith has made a 
supporting bet 227 for his article 220 and that it is linked 
228, 229 to his article such that the files can be opened from 
each other and Such that bet data is copied into the article. 
We also picture a file opening link 230 between Kim's bet 
and Smith's bet. Kim's bet is labelled as a counter-bet to 
Smith's bet and Smith's article. 

1404 Aside on IPE's and Payoff Odds 
1405 We notice here as an aside, that even when a person 
believes a statement to be true with nearly 99--% confidence, 
he will not offer a P-bet with odds that reflect that confidence 
figure. Why? Because, then he would have to bet at worse 
than 1-99, giving his opponent better than a 99-1 payoff 
offer. The opponent would have so little at stake that there 
would be no pain in accepting the bet. So normally, Jim 
would offer less than his honest estimate in the payoff odds. 
(Here we are just showing a straight bet. Jim can enter bets 
with a minimum expected profit margin.) 
1406. It is also interesting to note that Jim probably 
would never want to take False if he was 99%+Sure that his 
Statement was true. So in these cases, flip and range bets are 
not usually relevant. Minimum expected profit margins and 
G-bets, however, are relevant and can be important. 
1407 Evolving Statement Nets 
1408. In many ways, the CSUB is better than a conven 
tional newspaper or BBS because changes in opinion can be 
Seen in bets, counter arguments can be seen in the form of 
bets, the relationship of one bet to another can be seen, and 
the relationship of one Statement to another can be seen. 
There can be multiple Statements and counter Statements, 
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bets and counter bets, involved over time. We might say that 
an evolving statement “net” can be seen in the CSUB, with 
the novel benefit that we can See concrete changes in opinion 
in the form of bet Statements, bet terms, independent esti 
mates, bet results and bet Statistics. 
1409 Further, writers who have messed up will be much 
more inclined to change their minds if they have bets in the 
system. Because the CSUB has options for retracting bets, 
placing a bet is not necessarily a big risk; one simply has to 
be willing to retract. Indeed, the CSUB can be seen as a 
System for readily acknowledging one's mistakes. The 
CSUB forces upon users the attitude of admitting mistakes, 
for if one does not admit one's mistakes then, as at a poker 
table, one literally, as well as figuratively, gets busted. 

19. Paying for Attention 
1410 Attention is not free in this world. So we often have 
a problem is getting other people to pay attention to us. Abet 
offer is a fundamental way of getting people to pay attention 
to a Statement because a bet promises a possible financial 
reward to Someone who accepts the bet. In order to decide 
whether accepting the bet is a profitable idea, a person has 
to think about the bet Statement, and possibly investigate it. 
1411. However, just because one has made a bet offer is 
no guarantee that anyone will pay attention to it, or to any 
Supported Statement attached to it. But what even does it 
mean to get Someone to pay attention? what is it that we 
want exactly when we say that we want Someone to pay 
attention'? Do we want someone to: 

1412 a. read a statement carefully, 
1413 b. respond to a statement honestly, 

1414 c. make an honest statement on a Subject, 
1415 d. take a certain action concerning a Subject? 

1416) The problem is not just to get someone to “pay 
attention' but to get Someone to admit that we are right, 
presuming we have made a good guess about Some Subject 
Or Statement. 

1417. The problem is still poorly defined. Nevertheless, 
in this section we will describe additional ways that bets can 
be used to get attention paid to a Subject or Statement. Before 
getting to the use of bets we digreSS and discuss the merit of 
getting people to pay attention to a message by paying those 
people to read the message. 
1418 Digression: Reverse Postage Stamps 
1419. One simple way to get attention to what you say is 
to pay people to read what you have written. Even a Small 
payment can distinguish one's message from "junk mail.” 
Thus the CSUB can enable Jim to send messages-bets and 
SS's-with a reverse postage Stamps appended. A reverse 
postage Stamp is a check that can be cashed by the recipient, 
call her Beth. This method can also be useful for screening 
mail according to friendship Since there can be an under 
Standing that a postage Stamp from a friend is not to be 
cashed. 

1420 Stamps can come in any denomination, even frac 
tions of a cent. Small amounts can be paid by an expected 
value payment method (U.S. Pat. No. 5,269.521) or can be 
accumulated in an account. E-mail can also be Screened 
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according to the amount on the Stamp. Thus, if one has an 
important message one might put a larger Stamp on one's 
meSSage. 

1421. The problem with reverse postage stamps is that 
there is no guarantee that Beth will read the E-mail. She 
might just cash the Stamp. Bets offer certain ways around 
this problem. 

1422) The Case of Dr. Don Francis 
1423) To illustrate how bets can be used together with 
payment offers to get attention, we will consider that case of 
Dr. Don Francis. Dr. Francis was a noted immunologist and 
epidemiologist at the Centers for Disease Control in the 
1970's and 1980's. He was among the first to understand the 
threat of the AIDS virus and was one of the earliest and most 
forceful advocates for the mandatory testing of blood 
donors. He was opposed by gay groups, by the blood 
banking industry, and by politicians. These groups used poor 
Statistics and an inadequate knowledge of the situation to 
justify not forcibly testing donors. 

1424 Though he struggled hard to get the blood banking 
industry to institute mandatory testing, he was unable to do 
SO. The lack of testing caused tens of thousands of deaths, 
especially among hemophiliacs. The question is, how could 
Francis have gotten his message through, how could he have 
forced the blood banker's to think the problem though 
properly, and how could he have forced others to confront 
the problem"? 

1425) The Missile Missive 
1426 Let us pretend that Dr. Francis (Don) tries to 

interest Mike Wallace (Mike) in doing an expose about the 
threat to the nation's blood Supply of a mysterious virus. 
Why should Mike listen? 

1427 Well what if Don sends his case in the form of a 
paper and Sends it along with a bet offer that has a lock-in 
provision, meaning that Don cannot retract his offer. Now 
Mike knows that he, or one of his staffers, can make abundle 
if Don is wrong, and so he sees it may be worthwhile to 
investigate, if only to prove Don Wrong. 

1428 Let's say that Don's bet is the following: 

Bet Statement: 5,000 hemophiliacs will be diagnosed with 
AIDS by the year 1988. 

Odds: 75% 
Side: True 
Stake: $50,000. 

1429 Further, let us say that Don offers to pay Mike 
S5,000 to read Don's paper, provided that Mike accepts the 
bet. The catch is that if Mike does not accept the bet, he does 
not get the payment. Now, if Mike investigates and finds that 
Don may be right, then Mike will not want to accept Don's 
bet. Don's point will be made; his message will have gotten 
through. 

1430. Of course, whether it gets through or not actually 
depends not only on how much Mike may make in the bet, 
but on several cost and factors: how much Mike values his 
time, how much it costs to test the bet Statement, how much 
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it costs to investigate whether the bet is favorable or not. Do 
we pay attention'? Well, it depends on these kinds of costs. 
1431 Though a bet offer alone may entice Mike to 
investigate, Don's offer to pay extra money to have Mike 
read Don's paper gives Mike a greater incentive to read the 
paper, and, further demonstrates that Don believes the 
opinion crystallized in the bet offer. 
1432 We call this technique of paying for attention the 
missile missive because it is way to get a letter through the 
defensive screens of people. Of course it will not work every 
time. The missile missive imposes a cost upon the reader. It 
is not a free offer to pay Someone for reading Something. 
That's why it can work where a Straight offer to pay cannot. 
It enables a Sender, Don, to offer to pay a lot of money to a 
recipient, Mike-as long as Don's bet offer includes a large 
Stake as well. 

1433. The missile missive method can be automated 
within the CSUB. A sender, Don, can choose the Missile 
Missive option to Send a missile missive to a recipient, Mike. 
The CSUB can then: 

1434) 1... enable Don to send Mike: 
1435 a. a bet offer with a lock-in provision, 
1436 b. a supported Statement, 

1437 c. an offer to pay Mike a given amount to read 
the Supported Statement, provided that Mike accepts 
the bet. 

1438 2. create a UBSR and register whether Mike 
accepts the bet. 
1439. 3. if Mike accepts the bet, transfer the given 
payment amount from Don's account to Mike's account. 
(The system can reverse the payment if Mike pulls out of the 
bet. But, we assume that if Mike accepts the bet that the bet 
is sealed.) 
1440. The Cash Challenge 
1441 Now let us pretend that Don wants the leaders of 
the gay community and the blood banking industry to 
acknowledge that the nation's blood Supply may be con 
taminated by a yet unidentified virus. In other words, he 
wants them to admit that he is right about the threat of the 
Virus. So, he crystallizes his position in a bet, Say the bet 
above. 

1442 (Rather than think of a group of leaders let us just 
say that there is one leader.) 
1443 Let us say that the leader refuses to accept Don's 
bet, Saying, he does not have the time to look into Don's bet 
offer. Let's further pretend, for the moment, that Don is not 
a noted Scientist but is a Joe Shmo, So that the response of 
the leader is entirely reasonable. He cannot look into every 
bet offer that every Shmo proposes to him. 
1444. One recourse that Don then has is what we will call 
a cash challenge. We use this name to distinguish it from a 
challenge, which was discussed in Section 18. In a challenge, 
Don enters a bet Statement and then challenges Someone else 
to put odds on the bet Statement and to pick a side. In a cash 
challenge Don offers to pay Someone (in this case the leader) 
to put odds on the bet Statement and pick a side at a certain 
minimum Stake. 
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1445. By offering to pay the leader to make a bet offer 
Don has changed the economics of the pay attention equa 
tion for he has offered to pay the leader for the time spent 
considering Don's bet statement. Of course, whether the 
leader will pay attention, or whether he will be expected to 
pay attention, depends on how much Don offers to pay. So, 
let us say that Don offers the leader S10,000 to put odds on 
Don's bet Statement. In a cash challenge, Don will also 
Specify the minimum Stake that the leader must put up. 
That's because if Don is offering to pay, he must make the 
bet acceptance cost Something that is potentially greater than 
the payment offer. For example, if he offers to pay $10,000, 
and the leader makes a bet offer with stakes of S1,000, then 
the leader automatically will profit by at least S9,000. Thus 
Don needs to Set a minimum Stake figure that is greater than 
the amount Don offers to pay. 
1446. If Don offers a substantial amount of money, it 
becomes difficult for the leader to refuse to make a bet offer, 
or a Statement of ignorance in which he says, “Look I don’t 
know about this bet Statement So I'm not going to make a bet 
offer.’ This admission can be crucial for it changes the 
leader's position from one of, “I don’t think the AIDS virus 
is a threat to the blood supply,” to “I don't know, it may be 
a threat.” 

1447. A cash challenge can be automated within the 
CSUB. The CSUB can include a Cash Challenge option. A 
Sender, Don, can choose this option to Send a cash challenge 
to a recipient, the leader. The CSUB can then: 

1448 1. enable Don to Send the leader: 
1449) 
1450 b. a payment amount to be paid if the leader 
makes a bet offer using 

a. a bet Statement, 

1451 Don's bet statement, 
1452) 

1453 2. the system: 
1454) a. creates a UBSR, 
1455) b. displays the cash challenge, 
1456 c. registers whether the leader makes a bet 
offer using the bet Statement and minimum Stake, 
1457) if so, displays that the Cash Challenge is 
accepted and shows the leaders offer, and trans 
fers the payment amount from Don's account to 
the leader's account, 

1458) if not, displays that the Cash Challenge is 
not accepted. 

1459 Vague Cash Challenge 
1460. Now the leader may try to escape Don's clutches 
with the excuse of "I'm not going to get in a bet about Don's 
rigged bet Statement.” So Don can issue a vaguer cash 
challenge that the leader make a bet offer on the general 
subject that concerns Don. In other words, Don offer the 
leader money to formulate his own bet Statement and bet 
offer. 

c. a minimum Stake figure for the bet offer, 

1461 Normally, Don would agree to pay the cash chal 
lenge amount with the proviso that the leader comes up with 
a mutually acceptable bet offer. (Don may instead designate 
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a judge who can rule on whether the leaders bet Statement 
is reasonable given Don's request.) 
1462. In a vague Cash Challenge the System can display 
the challenge but cannot automate a payment proceSS on 
Don's behalf. It can however transfer payment upon Don's 
approval. 

1463 Currently we cannot pay Someone to make a state 
ment because that Statement could be mush. A bet offer is a 
Statement that imposes a cost upon the Stater and, therefore, 
we can feasibly pay someone to make a bet offer. The offer 
to pay Someone to come up with a bet is a useful commu 
nication device because it can show that a perSon does or 
does not want to face a Subject Squarely. If a perSon refuses 
to come up with a bet even though that perSon has been 
offered a large Sum of money to do So, then the perSon 
probably does not want to face the bet Subject Squarely. 

1464 20. Miscellaneous 
1465. In this section, we very briefly mention a few 
aspects of the System that can greatly influence how the 
System is used. 

1466 

1467) 

1468) 
1469. As noted, the CSUB can enable users to place and 
accept bets secretly. The CSUB can include an option button 
for designating that a bet offer and Struck bet are to be kept 
Secret, non-displayed to the public that is. An Acceptor then 
must be authorized (have a PIN given by the Placer). The 
option to have a bet be kept Secret can be a useful feature 
because Jim may not want others to know about his bet. 
Public knowledge of the bet may affect the outcome or have 
Some other cost. For example, if a lawyer, Say Beth, makes 
a public bet about the guilt of her client, then that can affect 
the defense of the client. But, if the bet is secret that may 
enable Beth to still state an opinion through the CSUB such 
that the opinion is recorded to be part of her UR, and such 
that it can be displayed to Selected people authorized by 
Beth. 

Usage Fees 

The CSUB, of course, can charge usage fees. 

Secret and Anonymous Bets 

1470 A previously mentioned alternative to a secret bet 
is an anonymous bet. There are, of course, many reasons that 
Jim might want to be anonymous in a bet. For example, a 
publicly Stated opinion in a bet might threaten his position 
in an organization. Thus, the CSUB can include an option 
button for designating that Jim's identity is to be kept 
anonymous. Through this means Jim can have all informa 
tion concerning his bet registered, while not worrying that 
his opinion is public. An anonymous bet is different from a 
secret bet in that the bet information (except Jim's identity) 
is publicly displayed. The CSUB identifies Jim as “anony 
mous” for the purposes of displaying the bet and classifying 
the bet information in the MR and UR. 

1471 Margin Requirements 

1472 Margin requirements mean how much a bettor has 
to put up to be held by the CSUB (though there could be 
another escrow agent) before a struck bet Settles. A margin 
requirement may be Zero, where bettors trust each other or 
where points are wagered. If the history of conventional 
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financial markets is any guide, margin requirements will 
have a large effect on how people use the CSUB for cash 
bets. 

1473) Situations in the CSUB can be very different from 
those in financial markets though because in the CSUB 
many bets will have no definite settle date. This is also the 
case for many financial instruments, Such as Stocks, but Still, 
in the case of a bet the “time of reckoning can be especially 
far off and indefinite. For example, if two oceanographers 
bet on the depth of the ocean at a particular longitude and 
latitude, the bet might not be settled for years, if ever. It is 
unreasonable then, and probably unfeasible, to have all or 
part of their stakes held until the bet settles. 
1474 Naturally, we can make no rules about margin 
requirements that will apply well to all situations. One 
solution that the CSUB can include is to have a margin 
option that can be applied to a bet offer. By this we mean that 
the CSUB can include a field in the UBSR for specifying the 
margin requirement. (There can be another field for desig 
nating the escrow agent.) If Jim fills in this field then the 
margin requirement becomes part of the bet offer So that if 
Beth accepts the offer, she is also accepting the margin 
requirement. 
1475. The CSUB can automate the margin process by 
deducting the margin amounts from Jim's and Beth's 
accounts when the bet is struck, and holding the amounts in 
escrow until the bet settles. The system can also enable Jim 
to Set a future date when the margin is due. In other words, 
the margin requirement may not be due at the time the bet 
is Struck, but at Some other time, Specified by Jim and agreed 
to by Beth. The CSUB, if it is the designated escrow agent, 
can deduct the Specified margin amounts at the Specified 
time. 

1476 Experiment Field 
1477. In order to settle a bet, an experiment must be 
carried out. The result must be found out by Some opera 
tion(s), that is. The actual conditions of this experiment 
might be fully described by the bet statement. For example, 
in a bet on a football game, the game is the experiment. 
However, for many bets, the exact details of the experiment 
will have to be arranged and will not be fully specified in the 
bet Statement. 

1478. The CSUB can enable Jim and Beth to enter the 
Specifics of the experiment to be conducted. The experiment 
may be real or proposed. For example, to Settle their bet, Jim 
and/or Beth may arrange to measure the depth of the ocean 
at a certain place and time by a certain method. The place 
and method may be specified in the bet statement. But the 
actual time and the people doing the experiment might have 
to be arranged. 
1479. It can be useful for Jim and/or Beth to display the 
actual or proposed actual experiment So others can be 
witnesses, and So that others can possibly cooperate in the 
funding of the experiment. Thus, the CSUB can include a 
field in the UBSR for describing the experiment that Jim 
and/or Beth propose and possibly execute. 
1480 Who Funds the Experiment 
1481 Abet is a means for proposing an experiment, a 

test. Sometimes the results of the experiment will be cheap 
to obtain because Someone will already have been doing the 
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tasks necessary to reveal the result. For example, if a bet is 
on the inflation rate as defined by the rise or fall in the CPI, 
then the US government will have done the work necessary 
in tabulating the CPI. 
1482 But often a bet will not be so easily settled. For 
example, if a bet is about the average wind Speed at the top 
of Mount Tenley, as measured from the roof of Tenley Point, 
every hour, for the month of November, well that bet implies 
an expensive test. People can make all the bets they want 
about the Speed, as measured this way, but it will cost a lot 
to find the result. 

1483) If Jim is willing to fund all or part of a test for 
Settling a bet his willingness can be important for evaluating 
his bet offer. Previously we used the hypothetical example of 
an executive who felt he was libeled and who offered to fund 
the test that was described in his bet statement. In that 
example we imagined that the executive was willing to fund 
the test up to S50,000. The fact that he is willing to spend 
S50,000 on the test-in addition to the stake he puts up-af 
fects one's interpretation of the executives total Statement. 
By total statement we mean his odds offer and his IPE and 
his Supported Statement. 
1484. One crude way to see the effect is to calculate an 
“effective” odds figure, which shows what his odds offer is 
when the cost of the test is added to his stake. When we say 
added we do not mean that the opponent can win the cost of 
the test, but that there is an additional amount that the 
executive has at risk. The Stake plus the testing cost equals 
the total amount at risk. This total is fundamental to whether 
a bet is settled or even offered. 

1485. Of course, both parties in a bet can fund the test. In 
fact, Some or all the participants in a given bet market can 
fund the test. If this is to happen, the parties have to agree 
on a given test that will be done to settle the bet. The 
description of this test can be Stored in an experiment field 
of one or more of the UBSR's in the market. The description 
and can be designated by the participants in the market. In 
order for the identification of a particular test to be made 
easy, the CSUB can enable users to post proposed tests. 
Users can See the postings and possibly choose to Support a 
given test. 
1486 The CSUB can include means for registering com 
mitments to a particular test from any number of participants 
in a market. Thus the System can include a Funding option 
button which Jim can press to: 

1487) 1. identify a proposed test, 
1488 2. commit to funding that test up to a certain 
amount of money and, 

1489) 3. Specify the time period that the commitment 
lasts. 

1490 These facts are registered instandard fields in Jim's 
UBSR. The CSUB can total up user commitments and can 
hold all the money in eScrow. 
1491. A funding commitment is something that the 
CSUB cannot usually monitor, but usually can only display. 
The terms of the commitment can be spelled out in a 
comment field, while the amount can have its own field. 
Further, as noted, the CSUB can calculate and display an 
effective odds figure based on the funding amount that Jim 
enterS. 
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1492 Rules for retracting such commitments can vary 
and can be the same as those for retracting a bet offer. In this 
Sense, the CSUB can take the transactional Step of rejecting 
an attempt to retract a commitment where a Sealing deadline 
has passed. 
1493 As noted above, one important transactional step 
the CSUB can take is to deduct Jim's funding commitment 
from his account and hold it in a pot made up of funds from 
all the parties who have made commitments. Because com 
mitment terms can vary So widely, this transactional Step 
also needs to be designated by Jim. 
1494. As an important acceptance condition of a bet, Jim 
can Specify that any Acceptor must fund a certain portion of 
the test cost. The CSUB then can include a Funding Con 
dition option so that Jim can spell out in the UBSR what the 
funding obligations are of parties in the bet. This special 
acceptance condition can be quite important for it may be of 
no use for Jim to get into a bet with someone who will not 
contribute to the costs of finding out the result of the bet. 
1495. The topic of the funding of tests goes to the heart 
of the CSUB as a communications medium and a machine 
for gathering knowledge (answers) and for stimulating the 
Search for knowledge. The topic is especially relevant when 
the CSUB is incorporated into a Second, larger System, AC, 
which has been described in another patent application. 
Unfortunately, there is not time to go into these matters in 
any depth. 

21. Appendix: Venture Capital Bets 

1496 The method described here requires a divisional 
application, for it does not concern Statement bets. It is a 
registration and auction System for a particular kind of 
investment agreement, which we call a venture capital bet 
(VCB). VCB’s do not only apply to venture capital situa 
tions, they can be used for financing in general. However, it 
is in “high risk” situations where the advantages of VCB’s 
Seem greateSt. 

1497 To introduce VCB’s, let us consider that case of 
Ken Olsen, a legendary entrepreneur, and Georges Doriot, a 
legendary Venture capitalist. Olsen founded Digital Equip 
ment Corporation (DEC), and built it into the third largest 
computer maker in the world with sales of over S10 billion. 
He founded it in 1957 with S100,000 supplied by Doriot's 
firm, American Research and Development (ARD). ARD 
took about 77% of equity while Olsen and his partner got 
about 23%. Olsen pulled off one of the great management 
feats of the 1960s and 1970's, as virtually every computer 
maker founded in the 1960's had failed by 1980. Many feel 
that Olsen should not have had to give up So much equity. 
Under a VCB, he would have had to give up no equity. 
1498. In the discussion below we will call the two 
characters Ken, for the entrepreneur, and Dors, for the 
investor. We will call the investment agreement a VCB. We 
will call the entity to be invested in DEC. 
1499 Unlike conventional investment agreements, such 
as a loan agreement or a Stock agreement, a VCB is 
explicitly based on the probability that an investor will get 
his investment plus a profit back. The price of a VCB deal 
is quoted explicitly in terms of a probability and a corre 
sponding X-1 payoff. Thus, Dors can just say, “Well, I think 
DEC is a 15-1 shot to hit big so I'll ask for a 20-1 payoff.” 
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And Ken can say, “Well, I think DEC is a 15-1 shot to hit 
big, so I’ll offer a 20-1 payoff.” Of course, Ken and Dors 
may disagree on the probability of Success and on the 
deserved payoff. 
1500 Further key differences between VCB’s and other 
investment agreements have to do with the rights that Dors 
has to his payoff and the limitations that Ken has in getting 
money out of DEC. In a VCB Dors does not have the rights 
of a debt holder in the Sense of receiving fixed payments at 
fixed times. And DorS does not have the rights of a Stock 
holder in the Sense of Owing a share of a company. What 
DorS has is a lien holder's right to get the payoff amount 
before Ken receives more than a certain amount of money 
from DEC. 

1501. As an example, Dors might invest S100,000 at 
20-1. Thus Dors expects to get back a total of S2,100,000, 
made up of his initial investment and the profit. Now Ken is 
forbidden from realizing any personal profit from DEC until 
Dors gets paid. There can be numerous provisions Specify 
ing what kinds of money Ken can transfer out of DEC and 
what kind of deals Ken can strike with other investors, but 
the point is that Dors is a lien holder. 
1502. A typical lien holder has the right to be paid by a 
given time. In a VCB agreement there may be no specific 
time for payment. The key restriction on Ken may simply be 
that he makes no money until Dors is paid. (Of course there 
can be many variations. There may be a deadline Set for 
paying the payoff amount. For example, DorS may be able 
to have his investment converted into Stock at a certain time, 
if Ken has not paid off.) 
1503) Now, there can be many things factored into the 
ultimate payoff offer, and it can be chopped up with numer 
ous provisions. There will, for example, be provisions 
concerning partial payments where Ken can only pay Dors 
part of the full payoff amount. But the basic idea is that a 
return is quoted as a bet Stake and a corresponding payoff 
amount. 

1504) Note: We have left interest rates out of the discus 
Sion So far, yet they can play a major role in the pricing of 
VCB's. That role will be explained a little later below. 

21a Essential Data Fields for a Computer System 
for Registering VCB’s 

1505. An automated computer system for registering 
VCB’s enables Ken and Dors to post the terms of VCB 
offers and to post the assumptions behind those terms. We 
describe the essential data fields necessary for the posting of 
offers and then describe additional “assumption” fields. We 
will, for Simplicity's Sake, Say that Ken is posting an offer. 
We will call the registration and auction System simply by 
the name “the system.” 
1506) Field 1: The Stake Sought 
1507 Here Ken enters the amount of investment funds, 
the Stake, he seeks. 

1508) Field 2: The Lien Terms 
1509 Here Ken spells out the terms for paying back the 
Stake plus the profit, together which make up the payoff 
amount. We call the terms “lien terms” because they spell 
out who has rights to money that DEC generates. The idea 
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is that Ken restricts the money that he and his associates can 
get until Dors gets paid. Among other things, Ken can list his 
and DEC's other lien holders and their order of priority in 
getting paid. 

1510 Field 3: The Payoff Field (Also Called the Multi 
plier Field) 
1511. Here Ken enters the payoff amount he agrees to pay 
for his Stake. Ken may also State the payoff as a multiple of 
the Stake. Thus a single number, X, (not necessarily an 
integer) can be given as the payoff. For example, if Ken asks 
for a stake of S100,000, he can offer, say, 11.5, as the payoff 
amount-where he offers to pay back a total of S1,150,000. 
1512. The system can also enable Ken to enter a “make 
best offer message instead of a payoff figure. This message 
Signifies, of course, that DorS is to make an offer. 

21b Assumption Fields 

1513. The fields above define the essential terms of a 
VCB. The system can also enable Ken to post reasons why 
he has offered those terms. Thus the system can include 
various fields where Ken can describe his assumptions. 
1514) Field 4: The Probability Field 
1515. Here Ken gives his probability estimate that Dors 

will receive the payoff amount. This estimate is the basis of 
the payoff multiplier but not the only basis. As well see, 
interest rate assumptions can be factored into the payoff 
amount. 

1516) Field 5: The Time Field 
1517. Here Ken gives his estimate as to when Dors will 
get the payoff amount. 

1518 Field 6: The Base Interest Rate 
1519. Here Ken gives the base interest rate that is built 
into the payoff figure. What do we mean that a base interest 
rate is built into the payoff offer? Well, we assume that Dors 
evaluates an investment according to the logic of present 
discounted values. Thus Dors expects at minimum to receive 
the current "risk free’ interest rate for his investment. We 
might assume that this rate is the current treasury bill rate for 
a certain maturity date. DorS expects to make that rate as a 
base. 

1520) Thus the stake, say S100, is S100 with the com 
pounded interest added. Let us assume that the period of the 
investment is 4 years and that the base interest rate is 5%. 
Dors then expects to receive a minimum of S121.55 by the 
end of the 4 year period. We will call the stake and 
compounded interest rate by the name the BASE. 

1521. So, Ken must be able to offer Dors an expected 
value that is at minimum equal to the BASE. The probability 
that the investment will hit big is multiplied by the payoff 
amount to yield the expected payoff. This expected payoff 
must be equal to or greater than the BASE: 
1522 (Payoff amount)x(probability of success)2BASE. 
1523) A way for Ken to calculate the payoff amount then 

is to use the probability of Success as a multiple of the 
BASE. When we say multiple we mean that the reciprocal 
of the probability is multiplied by the Base. For example, if 
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the chance of Success is 10%, then a fair bet is one where the 
multiplier of 10x. Thus a fair payoff amount is 10 times the 
BASE 

1524) Field 7: The Expected Interest Rate 
1525. Of course, Dors may want to receive an expected 
return that is greater than the base interest rate. Therefore, 
Ken may have to offer a payoff amount that equals an 
expected return that is greater than the BASE. The system 
can include a field where Ken gives the expected interest 
rate. 

1526. This expected interest rate is the result of 
1527 1. discounting the payoff amount by the prob 
ability of Success and, 

1528 2. finding the interest rate that discounts the 
discounted figure So that the discounted figure equals 
the Stake. 

1529. For example, if the payoffamount is $100,000 and 
Ken thinks that the chance of Success is 10% then he thinks 
the expected value of the VCB for Dors is S10,000. Now, 
assuming he thinkS payback will occur in 4 years, and 
assuming he is asking for a stake of S5,000, then the 
expected interest rate is about 19% (119% to the fourth 
power is 2.005.) 
1530) 

(The Stake)x((1+Interest Rate) compounded until the 
time of payback))=(the probability of success)xPayoff 
Amount. 

In other words, the formula is: 

1531. We call the interest rate in this formula an expected 
interest rate because it relies on the probability of the 
investment working out. Of course, the expected interest rate 
also depends on the estimated time of payback. 
1532) Field 8: Miscellaneous Payoff Possibilities 
1533 What messes up the assumptions above is that 
often Ken will not be able to fulfill the full payoff amount 
obligation but may be able to make partial payments. To 
guess the value of a VCB deal, one must take into account 
the possibilities of partial payments and the times of those 
payments. Thus the VCB registration System can include a 
field where Ken explains the expected value of partial 
payments and explains how those are factored into the 
payoff amount (if they are factored into the payoff amount). 
1534) Field 9: The Story Field 
1535. Here Ken can give the reasons he thinks all the 
numbers in the previous fields are reasonable. 

21c Transaction Functions 

1536. In addition to posting VCB offers, the system can 
enable users to Strike deals. Thus Dors can accept a deal that 
Ken posts or Vice versa. The System can register the accep 
tance as a valid contract, assuming that the System include 
authentication means. 

1537 More important perhaps, the system can enable 
Ken to auction his VCB offer to the highest bidder in an 
initial public offering. Thus the System can enable Ken to 
post an offer and set a deadline for bids. The system then 
registers payoff amount bids from various investors. The 
system selects the lowest bid offered by the deadline and 
registers the Striking of a deal between Ken and the investor 
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who offered that amount. The auction can be open or Silent. 
This automated auctioning of a VCB is new way to present 
and Strike an investment deal. 

22. COFO Bets 

22a. Introduction 

1538. In this section we take up where we left off in 
Section 20. The idea we are exploring here is the impor 
tance, for the meaning of a bet, of the cost of finding out the 
result of the bet. We will give one example to illustrate the 
issue and to describe a special kind of bet called a COFO 
(Cost of Finding Out) bet. Then we describe means that the 
CSUB can include for enabling users to transact COFO bets. 
1539 Ideally, the main reason to place a bet within the 
CSUB is to demonstrate one’s confidence in a probability 
estimate. Let us explore this issue a little in the case of a 
G-bet. With G-bets, the importance of the cost of finding out 
is Stark. The same principles apply to P-bets as well, 
however. 

1540 Let's take the imaginary example of the SparO 
drive, a removable disk drive product which the manufac 
turer (Sy) claims has a seek time of 12 ms. 
1541 Let us, for argument's sake, assume that the cost of 
hiring a reputable lab to test this claim is S10,000. 
1542 And, let us assume that Sy has made a G-bet for 
S1,000 guaranteeing the seek time of 12 ms. 
1543) What does this S1,000 G-bet signify? If it costs an 
Acceptor (Ada) S10,000 to test Sy’s bet statement the what 
is the significance of the S1,000 guarantee’? Not much. 
1544 The COFO for a bet is critical in determining the 
confidence Sy has that his claim will be upheld in an 
experiment. 

1545) To reveal Sy’s confidence that the claim will be 
upheld, we can introduce a Second bet that is separate from 
the G-bet. We will call this second bet a COFO bet because 
the odds stated and the amounts staked in the bet refer to 
paying for an experiment to decide the bet Statement. In 
other words, a COFO bet makes two points: one, it tells the 
Placer's confidence in his bet Statement, and two, it specifies 
how each party will risk money in funding the deciding of 
the bet. We will continue with our example to illustrate. 
1546 Let us say that Sy is 99-96 confident that his claim 

will be upheld by a reputable lab. Then Sy might be willing 
to pay the S10,000 for the test, provided that Sy received a 
reasonable expected profit or at least got his money back if 
he won the bet. 

1547. Sy can make a bet where he pledges to put up the 
COFO. In return, if he wins the bet, he expects to get the 
COFO plus the expected profit margin. 

1548 Sy must also enter an odds figure stating the 
probability that the bet statement will be decided in his favor 
(let's assume he pickS True). 
1549. With this odds figure, and the expected profit he 

States, a profit figure is arrived at. By profit we mean the Sum 
of money that the Ada must Stake in addition to paying Sy 
back the COFO. 
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1550 But this picture is not complete because the Ada 
needs to be compensated for her risk. She is pledging to pay 
back the COFO plus the profit amount. If she wins, Sy must 
pay her ino order for the bet to be fair. Thus, Sy’s odds 
Statement also implies the amount he is willing to pay the 
Ada is she wins. 

1551 For example, let's say Sy gives odds of 90% and an 
expected profit of 0%. He give 0% because he just wants to 
demonstrate his confidence. He is not interested in the profit. 
Now, given that Ada must risk S10,000, and given odds of 
90%, that means Sy is willing to stake S90,000 if he is 
wrong. Thus, his COFO, is S10,000 and his liability is 
S90,000. 

22b. The Elements (Fields) of a COFO Bet 
1552) Here let we describe the key data fields for a COFO 
bet. In these fields, Sy enters the terms of the COFO bet. Ada 
can then accept the terms. 

1553 1. An Experiment field for Defining an Experiment. 

1554. In this field goes the bet statement. 

1555 2. An Experimenter Field. 

1556. In this field, Sy designates an experimenter to 
conduct the experiment. The experimenter is analogous to a 
judge, a neutral party. But the idea of an experimenter is not 
the same as a judge. The idea of an experimenter is that it is 
the perSon or organization who carries out the experiment. 
Eventually there might become an established body of 
experimenters just as there are now established bodies of 
arbitrators. This field may optional and may be subsumed 
into the experiment field. 

1557 3. An Odds Field. 

1558. In this field, Sy enters a probability estimate that 
the bet statement will be true. 

1559 4. A Side Field. 

1560. In this field, Sy designates the result that he is 
betting on, True or False. 

1561 5. ACOFO Field 

1562. In this field, Sy enters a monetary amount stating 
how much he commits to pay to fund the experiment that 
determines the result of the bet. 

1563 6. An Expected Profit Margin Field. 

1564. In this field, Sy states the expected profit margin he 
expects to get, if he wins the bet, for taking the risk of 
funding the experiment. (An alternative field can be a simple 
profit field in which Sy States the profit he expects to get, if 
he wins the bet.) 

1565 7. A Cover Amount Field. 

1566 In this field (whose value can be automatically 
calculated) is stated how much Ada must pay Sy if the result 
of the experiment is the result that the Sy has picked-if Sy 
wins the bet, that is. (The cover amount is separate from the 
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COFO amount, which Ada is also responsible for if Sy wins 
the bet.) 

1567 8. A Liability Amount Field. 
1568. In this field (whose value can be automatically 
calculated) is stated how much Sy must pay Ada if the result 
of the experiment is the opposite of what the Sy has 
picked-if Sy loses the bet, that is. 
1569) 9. A Cost Estimate Responsibility Field. 
1570 Before an experiment can be conducted, the cost of 
the experiment needs to be evaluated. It may turn out that Sy 
has not pledged enough money in the COFO field. Estimat 
ing costs requires money as well and Someone must pay for 
it. There are various alternatives here, of course. Thus, Sy 
can State who is responsible for paying to get a COFO 
estimate. Thus, in this field, Sy states who is responsible for 
paying the experimenter to estimate the cost of conducting 
the experiment. This field is optional Since the party respon 
sible may be understood by default. 

22c. Means for Enabling COFO Bets 
1571) To enable users to transact COFO bets, the CSUB 
include data fields for entering the information described in 
the previous Sub-Section, and procedures for Striking, Sealing 
and Settling the bet. 
1572 The procedures for striking, sealing and settling the 
bet are the same or directly analogous to those already 
described. Thus, the additional mechanism required in the 
CSUB are calculation means that convert Sy’s COFO, odds, 
and expected profit margin figures into: 

1573 a) a profit figure, 
1574 b) a cover figure and, 
1575) c) a liability figure. 

1576) (Alternatively, the CSUB can enable Sy to enter a 
COFO and an expected profit figure, and these can be 
translated into an odds figure, profit, cover amount and 
liability amount. Alternatively, the CSUB can enable Sy to 
enter a COFO and an odds figure and a profit figure, and the 
remaining figures can then be automatically calculated.) 

I claim: 
1. a communications method for transacting bets over a 

network, Said method comprising in combination, a com 
puter connected to a network of input/output terminals, and 
a program and central data base; Said program enabling 
users to choose from Several actions, including: 

a user account action, 
a Search action, 
a placing a bet action, 
an accepting a bet action, 
a Settling a bet action; 
when a user chooses Said place a bet action, Said program 

executing the Steps of 
creating a bet record for Storing data inputted for a bet, 
identifying Said user as the Placer, 
inputting a bet Statement, 
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inputting in the payoff odds that the Placer is offering, 
inputting the side of the bet (“True” or “False") that the 

Placer is choosing, 
inputting the amount of money the Placer is putting at 

Stake, 
calculating the cover amount needed by a Second user 

to cover Said Placer's Stake, 
outputting the information Stored in Said bet record; 

when a Second user chooses said accept a bet action, Said 
program executing the Steps of: 
finding a bet, 

if Said bet has not been accepted: 
identifying Said Second user as the Acceptor, 
identifying the side (“True” or “False') that the 

Acceptor chooses as opposite the Placers, 
Setting Said Acceptor's Stake as Said cover amount, 
Storing an acceptance in Said bet record, 
informing Said Placer of the acceptance; 

when a System authorized judge chooses Said Settle a bet 
action, Said program executing the Steps of: 

finding a bet, 
inputting a result from Said judge, 

if the result is “Undecided,” declaring neither Placer 
nor Acceptor the winner, 

if the result is “True,” identifying the user that has 
chosen the side of “True” as the winner, 

if the result is “False,” identifying the user assigned the 
side of "False' as the winner, 

crediting the winner's account by the loser's Stake and 
debiting the loser's account by the loser's Stake. 

2. The method of claim 1 in which the program enables a 
user to copy all or part of a bet. 

3. The method of claim 1 in which the program includes 
a canceling a bet action in which the Placer may cancel abet 
before it is accepted. 

4. The method of claim 1 in which the program includes 
a canceling a bet action in which the Placer can cancel a bet 
before it is accepted and, if So, is assessed a fee. 

2. a communications method for transacting bets over a 
network, Said method comprising in combination, a com 
puter connected to a network of input/output terminals, and 
a program and central data base; Said program enabling 
users via terminals to choose from Several actions, includ 
Ing: 

a user account action, 
a Search action, 
a placing a bet action, 
an accepting a bet action, 
a Settling a bet action; 
when a user chooses Said place a bet action, Said user, 

interacting with Said program and central database via 
a terminal, performing the Steps of: 
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creating a bet record for Storing data inputted for a bet, 
identifying himself as the Placer, 
inputting a bet Statement, 
inputting in the payoff odds he is offering, 
inputting the side of the bet (“True” or “False") he is 

choosing, 
inputting the amount of money he is putting at Stake, 
Said program then calculating the cover amount needed 
by a Second user to cover Said Placer's Stake; 

when a Second user chooses said accept a bet action, Said 
user, interacting with Said program and central data 
base via a terminal, performing the Steps of 
finding a bet, 
if Said bet has not been accepted: 

identifying herself as the Acceptor, 
identifying the side ("True” or “False') that she 

chooses as opposite the Placers, 
Setting her Stake as Said cover amount, 
Said program then Storing an acceptance in Said bet 

record, 
and informing Said Placer of the acceptance; 

when a System authorized judge chooses Said Settle a bet 
action, said said user, interacting with said program and 
central data base via a terminal, performing the Steps 
of: 

finding a bet, 
inputting a result, 

if the result is “Undecided,” said program declaring 
neither Placer nor Acceptor the winner, 

if the result is “True,” said program identifying the 
user that has chosen the side of “True' as the 
winner, 

if the result is "False,” said program identifying the 
user assigned the Side of "False' as the winner, 

Said program crediting the winner's account by the 
loser's Stake and debiting the loser's account by 
the loser's Stake. 
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3. the method of claims 1 and 2 in which the program 
enables a user to copy all or part of a bet. 

4. the method of claims 1 and 2 in which the program 
includes a canceling a bet action in which the Placer may 
cancel a bet before it is accepted. 

5. the method of claims 1 and 2 in which the program 
includes a canceling a bet action in which the Placer can 
cancel a bet before it is accepted and, if So, is assessed a fee. 

6. the method of claims 1 and 2 in which the program 
includes a cancel a bet action for enabling either of Said 
users to change Said bet, Said program executing the Steps of: 

after Storing an acceptance, Starting a clock with a pre-Set 
time limit, 

when the time limit expires, checking to See if either 
Placer or Acceptor has canceled the acceptance, 

if no, Storing a confirmation of Said acceptance in Said 
bet record; 

when a user chooses said cancel abet action, Said program 
directing Said computer to execute the Steps of: 

inputting Search parameters for a bet and finding a bet, 

Verifying that Said user is the Placer or Acceptor of Said 
bet, 

if Said bet has been accepted, checking whether Said 
acceptance is confirmed, 

if yes, outputting a “No changes allowed now 
message, if no, 

if Said user is the Placer, canceling the bet and 
informing the Acceptor of Said cancellation, 

if Said user is the Acceptor, canceling the accep 
tance and informing the Placer of Said cancel 
lation. 

7. the method of claims 1 and 2 in which the payoff odds 
are entered and outputted in X-Y terms. 

8. the method of claim 1 in which the payoff odds are 
entered and outputted in percentage terms. 

9. the method of claims 1 and 2 in which the program 
enables more than one Acceptor to cover all or part of a 
Placer's stake. 


