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(57) ABSTRACT 

A central controller receives from a POS terminal a purchase 
price and a financial account identifier. The financial account 
identifier specifies a financial account, such as a credit card 
account. The central controller, in turn, generates one or 
more installment plan identifiers defining installment plans 
for payment of the purchase price. The installment plan 
identifiers are based on the purchase price and/or the finan 
cial account identifier. For example, certain accounts or 
certain high purchase prices may merit preferred installment 
plans. The installment plan identifiers are transmitted to the 
POS terminal. A purchaser at the POS terminal selects 
whether he would like to pay for his purchase in installments 
and, if so, using which installment plan. The POS terminal 
generates a selection signal indicative of whether to accept 
any of the installment plans, and transmits the selection 
signal to the central controller. The central controller 
receives the selection signal. If the selection signal indicates 
acceptance of any installment plan, use of the accepted 
installment plan for the financial account is authorized. 
Thereafter, bills are generated which reflect installment 
charges to be paid. 
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METHOD AND APPARATUS FOR PROVIDING 
AND PROCESSING INSTALLMENT PLANSATA 

TERMINAL 

0001. The present application is a continuation-in-part of 
co-pending patent application Ser. No. 08/920,116, attorney 
docket no. WD2-97-054, entitled “METHOD AND SYS 
TEM FOR PROCESSING SUPPLEMENTARY PRODUCT 
SALES AT A POINT-OF-SALE TERMINAL, filed on 
Aug. 26, 1997, a continuation-in-part of patent application 
Ser. No. 08/822,709, attorney docket no. WD2-97-006, 
entitled “SYSTEMAND METHOD FOR PERFORMING 
LOTTERY TICKET TRANSACTIONS UTILIZING 
POINT-OF-SALE TERMINALS, filed on Mar. 21, 1997. 

FIELD OF THE INVENTION 

0002 The present invention relates to methods and appa 
ratus for providing and processing installment plan options. 

BACKGROUND OF THE INVENTION 

0003. Many purchasers are often unable or unwilling to 
pay for a desired purchase. The purchase may be, for 
example, a single high-priced item or a number of lower 
priced items that together have a high purchase price. 
Unfortunately, the purchase price may be more than the 
purchaser is able or willing to spend at the time of sale. 
0004 Credit card accounts can allow greater flexibility in 
paying for purchases. When a purchase is paid for with a 
credit card, the purchaser need not tender cash or otherwise 
immediately forego money. Instead, the purchaser must pay 
the issuer of the credit card account within a predetermined 
period of time. Credit card accounts thereby allow purchas 
ers to incur costs greater than those they are able to pay at 
the time of sale. 

0005 Costs that are “charged’ (paid for using a credit 
card account) are added to a “balance' of the account. The 
purchaser may pay the balance with a single payment or in 
several Smaller payments made over a period of time. Many 
purchasers prefer paying several Smaller payments, instead 
of a single, larger payment. In return for allowing the 
purchaser to pay over a period of time, the issuer imposes 
interest on the balance. Typically, the balance is incremented 
by a predetermined interest rate at regular intervals, such as 
each month. In Summary, payment amounts are Subtracted 
from the balance, while interest and additional charged costs 
are added to the balance. 

0006 Each credit card account typically has a balance 
limit that is set by the issuer in order to deter or prevent a 
purchaser from incurring an unduly high balance. Exceeding 
the balance limit may not be allowed, or may impose a 
substantial penalty fee. Without such a balance limit, a 
purchaser may charge so many costs that the balance 
becomes unduly high. Consequently, the purchaser may not 
be able or willing to pay for the balance, and thus the issuer 
will not receive payments that are due. 
0007. The restrictions imposed by the balance limit are 
another reason why many purchasers are often unable or 
unwilling to pay for a desired purchase. Many purchasers are 
reluctant to maintain a balance that is near the balance limit, 
for fear of exceeding the balance limit. In addition, the 
purchaser may worry that a necessary but unanticipated 
purchase may not be allowed. For example, if a credit card 
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account has a balance limit of S5,000 and a balance of 
S4,500, an “emergency” purchase of S1000 may not be 
allowed if exceeding the balance limit is forbidden. 
0008 Some sellers allow selected items to be paid for in 
a number of periodic payments (“installments'), rather than 
in one payment at the time of sale, as is more common. In 
return, the seller typically imposes a rate of interest on the 
purchase price, and interest thereby forms a part of each 
installment payment. For example, a seller may allow pur 
chasers to pay for a S100 item with three installments of S35 
per month. The seller receives 3x$35=S105 after the three 
installments are paid, which represents the S100 purchase 
price and S5 interest. Such smaller periodic payments are 
preferable to many purchasers, who may not be able to pay 
a single large payment. 
0009. Unfortunately, such installment-type payment 
plans (“installment plans’) suffer from several drawbacks. 
For example, a seller must be assured that a purchaser is 
financially reliable, otherwise one or more installments may 
not be received. Therefore, the purchaser typically must 
obtain and complete a credit application, undergo a credit 
check and await credit approval, which is annoying and 
inconvenient to the purchaser. 
0010. The seller is likewise inconvenienced by establish 
ing such installment plans, processing credit applications, 
policing nonpayment of installments and incurring various 
other expenses. It is inconvenient to bill each month, and 
economically unfeasible to bill each month for small 
amounts. In addition, it is difficult for a seller to collect bad 
debt (unpaid installments), especially since most sellers are 
not accustomed to collecting bad debt. 
0011. Overall, such installment plans can be expensive 
for the seller and annoying to the purchaser. Consequently, 
not all sellers allow installment payments, and those that do 
typically allow installment payments only for a limited 
selection of high-priced items, rather than for each item. 
Sellers rarely, if ever, allow installment payments on lower 
priced purchases since the benefits to the seller are believed 
to be outweighed by the costs. 
0012 Banco Bilbao Vizcayo (“BBV) is a credit card 
issuer that allows some purchasers to pay their account 
balances in installments. A purchaser negotiates via tele 
phone with a BBV representative to establish an acceptable 
installment plan, if possible, at a time after purchases are 
paid for. Since the installment plan is established after 
purchases are paid for, the purchaser does not know at the 
time of sale whether installment payments will even be 
allowed. In addition, the purchaser does not know at the time 
of sale what interest rate will be applied if installment 
payments are allowed. Consequently, at the time of sale the 
purchaser may not be able to determine whether the pur 
chase price is acceptable, even with an installment plan. In 
Summary, negotiating with BBV to pay for an existing 
balance in installments cannot permit purchasers to make 
informed purchasing decisions at the time of sale. 
0013 Many banks provide loans, wherein the loan may 
be used to pay for various purchases. Such loans are 
typically repaid in fixed installments. Unfortunately, 
requesting and obtaining Such loans is expensive and time 
consuming, and loans may not be dispensed frequently. In 
addition, interest accumulates on the entire loan amount, so 
it is not efficient to use Such loans to pay for frequent and 
varying purchases. 
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0014 Some credit card issuers offer pre-approved loans 
in which installment payments of the loan are applied to the 
credit card account balance. Such pre-approved loans are 
typically offered only to purchasers with strong credit his 
tories. In addition, the offered loan is typically a large 
amount of money, Such as thousands of dollars. Thus, as 
described above, it is not efficient to use such loans to pay 
for frequent and varying purchases. Accordingly, the use 
fulness of Such a loan is limited for Smaller purchase prices. 
0015. It would be advantageous to provide a method and 
apparatus that allowed purchasers to pay for a variety of 
purchases in installments. Such a method and apparatus 
would ideally overcome the drawbacks of known install 
ment plans. 

SUMMARY OF THE INVENTION 

0016. It is an object of the present invention to provide 
methods and apparatus for allowing purchasers to select an 
installment plan for purchases at a time of sale. 
0017. In accordance with the present invention, a central 
controller receives from a POS terminal a purchase price and 
a financial account identifier. The financial account identifier 
specifies a financial account, such as a credit card account. 
The central controller, in turn, generates one or more install 
ment plan identifiers indicating installment plans for pay 
ment of the purchase price. The installment plan identifiers 
are based on the purchase price and/or the financial account 
identifier. For example, certain accounts or certain high 
purchase prices may merit preferred installment plans. The 
installment plan identifiers are transmitted to the POS ter 
minal. 

0018) A purchaser at the POS terminal selects whether he 
would like to pay for his purchase in installments and, if so, 
using which installment plan. The POS terminal generates a 
selection signal indicative of whether to accept any of the 
installment plans. In other words, the selection signal indi 
cates a selected one of the installments plans (if the pur 
chaser desires to pay in installments) or that no installment 
plan was selected. The POS terminal then transmits the 
selection signal to the central controller. 
0019. The central controller receives the selection signal. 
If the selection signal indicates acceptance of any install 
ment plan, use of the accepted installment plan for the 
financial account is authorized. Thereafter, bills are gener 
ated which reflect installment charges to be paid. Thus, the 
purchaser may afford more purchases than otherwise pos 
sible, and may utilize such installment payments for pur 
chases bought at many sellers. 

BRIEF DESCRIPTION OF THE DRAWINGS 

0020 FIG. 1 is a schematic illustration of an apparatus 
for providing installment plan options provided in accor 
dance with the present invention. 

0021 FIG. 2 is a schematic illustration of a store of the 
apparatus of FIG. 1. 

0022 FIG.3 is a schematic illustration of a POS terminal 
of the Store of FIG. 2. 

0023 FIG. 4 is a schematic illustration of a central 
controller of FIG. 1. 
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0024 FIG. 5A is a schematic illustration of a purchaser 
database of the central controller of FIG. 4. 

0025 FIG. 5B is a schematic illustration of a transaction 
database of the central controller of FIG. 4. 

0026 FIG. 5C is a schematic illustration of an install 
ment plan database of the central controller of FIG. 4. 
0027 FIG.5D is a schematic illustration of a record of 
a purchaser billing database of the central controller of FIG. 
4. 

0028 FIG. 5E is a schematic illustration of an install 
ment payments database of the central controller of FIG. 4. 
0029 FIG. 5F is a schematic illustration of a merchant 
database of the central controller of FIG. 4. 

0030 FIG. 6 is a schematic illustration of exemplary 
records of the databases of FIGS. 5A through 5F. 
0031 FIG. 7 is a flowchart illustrating a process for 
allowing a purchaser to select an installment plan. 
0032 FIG. 8 is a flowchart illustrating steps of the 
process of FIG. 7 that are performed by a POS terminal. 
0033 FIG. 9 is a flowchart illustrating steps of the 
process of FIG. 7 that are performed by a central controller. 
0034 FIG. 10 is a flowchart illustrating a process for 
determining one or more installment plans to offer a pur 
chaser. 

0035 FIG. 11 is a schematic illustration of a card reader 
of a POS terminal. 

0036 FIG. 12 is an exemplary bill generated in accor 
dance with the present invention. 
0037 FIG. 13 is a flowchart illustrating a process for 
determining and offering a rebate to a purchaser. 
0038 FIG. 14 is a flowchart illustrating a process for 
determining and offering an upsell to a purchaser. 
0.039 FIG. 15 is a flowchart illustrating a process for 
providing frequent flyer miles to a purchaser paying in 
installments. 

DETAILED DESCRIPTION OF THE 
PREFERRED EMBODIMENTS 

0040. The present invention provides a purchaser at a 
point-of-sale terminal with options for paying for a pur 
chase. The purchaser selects between (i) charging the entire 
purchase price at the time of sale, as is common; and (ii) 
charging a number of installments at periodic intervals. 
Thus, the present invention allows credit card users to 
choose installment plans at the time of sale, thereby allowing 
purchasers to pay for many more purchases without exceed 
ing the corresponding balance limit. Even after making 
high-priced purchases, a balance limit is not reached as 
easily, and thus much more credit remains available. Pur 
chasers may even be able to pay for high-priced purchases 
that would have otherwise been unaffordable. 

0041. The credit card issuer or credit card clearinghouse 
typically provides and manages such installment plans, so 
sellers need not incur any charges associated with establish 
ing and administering installment plans. Yet, purchasers may 
take advantage of installment plans at any seller that allows 
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credit card purchases, and are not limited to selected items. 
Thus, the seller receives additional cash flow from selling 
additional items, and replacement inventory may be quickly 
acquired. 
0042. When establishing a credit card account for a 
purchaser, the issuer typically performs a credit check to 
determine a score indicating the purchaser’s “credit worthi 
ness.” The balance limit is then set according to the credit 
worthiness, and may be adjusted thereafter. The credit card 
issuer thus already has credit information for the purchaser, 
and has presumably employed that information in (i) grant 
ing the credit card account to the purchaser, (ii) setting the 
account balance limit, and/or (iii) setting an interest rate of 
the account. Thus, in the present invention no additional 
costs need be incurred in reevaluating the credit worthiness 
of the purchaser. 
0043. Further, the present invention does not require any 
additional effort by the seller, who typically has no infor 
mation on the credit-worthiness of the purchaser. The seller 
receives the full purchase price at the time of purchase 
regardless of whether the purchaser chooses to pay his credit 
card account balance in installments, so the seller is not 
disadvantaged. In addition, since the seller need not perform 
any additional steps in offering installment plans, purchasers 
may take advantage of the present invention when paying 
for items from any seller that permits credit card transac 
tions. 

0044) Of further benefit is that after being exposed to the 
installment options, the purchaser learns to associate corre 
sponding monthly payment amounts with a purchase price. 
Thus, the purchaser can eventually become able to deter 
mine whether an item is likely to be affordable, even before 
the POS terminal provides installment plan options for a 
specific purchase. 
0045 Referring to FIG. 1, an apparatus 10 comprises a 
central controller 12 connected to each of stores 14, 16 and 
18. As described in detail below, the stores 14, 16 and 18 are 
sellers that accept credit card transactions by purchasers, and 
the central controller 12 provides the stores 14, 16 and 18 
with installment plan options for the purchasers at the time 
of sale. Although three stores are shown in FIG. 1, it will be 
understood by those skilled in the art that the invention is 
applicable to one or more stores. The central controller 12 
may be, for example, a controller of (i) a credit card issuer, 
Such as Citibank Corporation; (ii) a credit card clearing 
house, such as First Data Corporation, or (iii) a store-specific 
(closed network) controller, Such as a controller that admin 
isters transactions on J.C. Penney credit cards. 
0046 Referring to FIG. 2, the store 14 of FIG. 1 is 
illustrated in more detail. Stores 16 and 18 (FIG. 1) are 
similar to the store 14, and so a detailed illustration of each 
is omitted. The store 14 comprises POS terminals 20, 22 and 
24, each connected to the central controller 12. The POS 
terminals 20, 22 and 24 are typically cash registers or other 
devices at which credit cards or ATM cards are used in 
paying or receiving money. Accordingly, the POS terminals 
20, 22 and 24 accept input from credit cards or other 
financial accounts, and communicate withy the central con 
troller 12 to effect the use of financial accounts in paying for 
purchases. One or more POS terminals may be included in 
the store 14 and connected to the central controller 12. 

0047 FIG. 3 illustrates the POS terminal 20 of FIG. 2 in 
more detail. POS terminals 22 and 24 (FIG. 2) are similar 
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to the POS terminal 20, and so a detailed illustration of each 
is omitted. The POS terminal 20 comprises a POS processor 
30, Such as one or more conventional microprocessors, 
which is connected to each of a card reader 32 for reading 
input from credit cards and a data storage device 34. Such as 
a RAM, floppy disk, hard disk or combination thereof. The 
POS processor 30 is also connected to the central controller 
12 of FIG. 1. 

0.048. The POS processor 30 and the storage device 34 
may each be (i) located entirely within a single computer or 
other computing device; (ii) connected to each other by a 
remote communication link, Such as a serial port cable, 
telephone line or radio frequency transceiver, or (iii) a 
combination thereof. For example, the POS terminal 20 may 
comprise one or more computers connected to a remote 
server computer for maintaining databases. The card reader 
32 may be any of several known devices that allow a credit 
card to be passed (“swiped') therethrough, thereby permit 
ting information stored on the credit card to be read. One 
such card reader is an OMNI 490, sold by VeriFone Inc. 
0049. The storage device 34 stores (i) a program 36 for 
controlling the POS processor 30, and (ii) an inventory 
database 38 for storing item prices. The program 36 drives 
the POS processor 30 to operate in a manner known in the 
art, and particularly to calculate item prices and aggregate 
those prices to determine purchases prices. The program 36 
also includes program elements that may be necessary. Such 
as “device drivers' for interfacing with the card reader 32 
and/or computer peripheral devices. Appropriate device 
drivers and other necessary program elements are known to 
those skilled in the art, and need not be described in detail 
herein. 

0050. The inventory database 38 permits item prices to be 
determined, and thereby permits a purchase price of several 
items to be determined. In embodiments where there is more 
than one POS terminal for a store, the inventory database of 
each POS terminal may be stored on a single database server 
in communication with the POS processor of each POS 
terminal. Thus, each POS processor may access common 
item price data. 

0051 FIG. 4 illustrates the central controller 12 of FIG. 
1 in more detail. The central controller 12 comprises a 
controller processor 40. Such as one or more conventional 
microprocessors, which is connected to a data storage device 
42, such as a RAM, floppy disk, hard disk or combination 
thereof. The controller processor 40, and thus the central 
controller 12, is further connected to the POS processors 20, 
22 and 24 of FIG. 2. The controller processor 40 and the 
storage device 42 may each be (i) located entirely within a 
single computer, (ii) connected to each other by a remote 
communication link, Such as a serial port cable, telephone 
line or radio frequency transceiver, or (iii) a combination 
thereof. For example, the central controller 12 may comprise 
one or more computers connected to a remote server com 
puter for maintaining databases. 
0052 The storage device 42 stores (i) a program 44 for 
controlling the controller processor 40 in accordance with 
the present invention, and particularly in accordance with 
the processes described in detail below; (ii) a purchaser 
database 46 for storing purchaser records; (iii) a transaction 
database 48 for storing past credit card purchases; (iv) an 
installment plan database 50 for storing installment plan 
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options, (v) a purchaser billing database 52 for storing 
billable charges; (vi) an installment payments database 54 
for storing total installment payments made; and (vii) a 
merchant database 56 for storing merchant records. 
0053. The program 44 includes program elements that 
may be necessary. Such as “device drivers' for interfacing 
with computer peripheral devices. Appropriate device driv 
ers and other necessary program elements are known to 
those skilled in the art, and need not be described in detail 
herein. Each of the databases 46, 48, 50, 52, 54 and 56 are 
described in detail below and depicted with exemplary 
entries in the accompanying drawings. The schematic illus 
trations and accompanying descriptions of the databases 
presented herein are exemplary arrangements for the stored 
information. As will be understood by those skilled in the 
art, a number of other arrangements may be employed 
besides the tables shown in the drawings. 
0054) Referring to FIG. 5A, the purchaser database 46 
stores entries 57, 58 and 59, each having a credit card 
account number 60 which uniquely indicates an account. 
Each of the entries 50, 52 and 54 further has a name 61, an 
address 62, an account balance limit 63 and an account 
balance 64. Each entry of the purchaser database 46 thus 
defines a credit card account and associated purchaser. 
0055 Referring to FIG. 5B, the transaction database 48 
stores entries 70, 72 and 74, each having a transaction 
identifier 76 which uniquely indicates a credit card account 
transaction. Each of the entries 70, 72 and 74 further has a 
credit card account number 78 identifying an account on 
which the transaction occurred, a date of the transaction 80, 
an installment plan identifier 82 for indicating an installment 
plan, if any, applied to the transaction, a merchant identifier 
84 specifying a merchant at which the transaction occurred, 
and a purchase price 86 of the transaction. 
0056 Referring to FIG.5C, the installment plan database 
50 stores entries 90, 92 and 94, each having an installment 
plan identifier 96 which uniquely indicates a different 
installment plan. Each of the entries 90, 92 and 94 further 
has a term 98 indicating the number of payments to be made 
under the installment plan, an interest rate 100 of the 
installment plan, and a required purchase price 102 at which 
the installment plan may be utilized. 
0057 Referring to FIG. 5D, a record 108 of the pur 
chaser billing database 52 (FIG. 4) illustrates billable trans 
actions for an account defined by a credit card account 
number 109. A billable transaction is a charge that will 
typically appear on a purchaser's bill. For example, if a 
transaction having a purchase price of S1,000 is to be paid 
for in installments, the total purchase price of S1,000 does 
not appear as a charge on the bill. Instead, each of the 
installments appears as a charge on Subsequent bills. Each 
Such installment is generated based on the initial transaction 
purchase price, and stored in the purchaser billing database 
52 (FIG. 4). In addition, since each of the installments are 
generated based on the initial transaction, it may be desirable 
that each installment have a transaction identifier related to 
that of the initial transaction. For example, if the initial 
transaction has a transaction identifier “555'., the corre 
sponding installments may have transaction identifiers "555 
1”, “555-2, and so on. 
0.058 Typically, the purchaser billing database 52 (FIG. 
4) includes a plurality of records such as the record 108. 
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Each such record indicates the billable transactions for a 
different credit card account. The record 108 includes entries 
110, 112 and 114. Each of the entries 110, 112 and 114 
defines a billable transaction for the account, and is uniquely 
identified by a transaction identifier 116 corresponding to a 
transaction identifier 76 of the transaction database 48 (FIG. 
5B). Accordingly, based on the transaction identifier 116, 
information corresponding to the transaction may be deter 
mined from the transaction database 48 (FIG. 5B). Alter 
natively, each of the entries 110, 112 and 114 may include 
corresponding information from the transaction database 48, 
such as the transaction date 118, the billable charge 120 and 
merchant identifier 122. Further, a transaction description 
124 that describes the transaction may be stored. It will be 
understood that the billable charge 120 represents an install 
ment amount when the corresponding transaction is an 
installment payment. 
0059 Referring to FIG. 5E, the installment payments 
database 54 stores entries 130, 132 and 134, each corre 
sponding to a transaction that has had an installment plan 
applied thereto. Each of the entries 130, 132 and 134 has a 
credit card account number 136 indicating the account on 
which the transaction was made, a purchase price 138 of the 
transaction, a transaction identifier 140 uniquely identifying 
the transaction, and an installment plan identifier 142 indi 
cating the applicable installment plan. Each of the entries 
130, 132 and 134 further has a number of payments made 
144 indicating the number of installments received for the 
transaction, and an installment amount 146 indicating the 
amount of each installment. 

0060 Referring to FIG. 5F, the merchant database 56 
stores entries 150, 152 and 154, each indicating a seller 
which may communicate with the central controller 12 
(FIG. 1). Each of the entries 150, 152 and 154 has a 
merchant identifier 156 uniquely indicating each seller, a 
merchant name 158 and a merchant address 160. If the 
central controller is a controller which communicates with 
only one seller, the merchant database may not need to be 
used. 

0061 FIG. 6 illustrates exemplary records used in estab 
lishing and utilizing an installment plan for a purchase. A 
purchaser database 200, which is an embodiment of the 
purchaser database 46 of FIG. 5A, stores an account “1111 
1111-1111-1111'. A transaction database 210, which is an 
embodiment of the transaction database 48 of FIG. 5B, 
stores a transaction “130456” on the account “1111-11 11 
1111-1111. As also illustrated by the transaction database 
210, the transaction “130456' is for a purchase price of 
$435.97 from a seller (merchant) “12456', and is to be paid 
for using installment plan “B”. A merchant database 215, 
which is an embodiment of the merchant database 56 of 
FIG. SF, stores a name and address of the seller “12456”. 

0062 An installment plan database 220, which is an 
embodiment of the installment plan database 50 of FIG. 5C, 
stores a description of the installment plan “B”. As illus 
trated in FIG. 6, purchase prices of between $250 and 
S1,000 may be paid for using installment plan “B”. Such 
purchase prices are repaid in 24 monthly installments at an 
interest rate of 15%. 

0063 A purchaser billing database 230, which is an 
embodiment of the purchaser billing database 52 of FIG. 4. 
stores a billable transaction for the account “1111-11 11 
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1111-1111. As illustrated, the billable transaction represents 
an installment payment of $21.14 that is due in connection 
with the transaction “130456” illustrated in the transaction 
database 210. The billable transaction is identified by 
“130456-B-1, indicating that it represents the first payment 
under installment plan “B” of the transaction “130456”. 
0064. An installment payments database 240, which is an 
embodiment of the installment payments database 54 of 
FIG. 5E, stores the number of payments made (Zero pay 
ments) towards the transaction “130456”. Based on the 
number of payments made, it may be determined whether, or 
how many, installments remain to be paid. Therefore, based 
on the installment payments database 240, it may be deter 
mined whether additional billable transactions will appear 
on Subsequent bills. 

0065 Referring to FIG. 7, a method 300 illustrates in 
simplified form an embodiment of a process for allowing a 
purchaser to select an installment plan for purchases at a 
time of sale. The method includes steps 302 that are per 
formed by a POS terminal, as well as steps 304 that are 
performed by the central controller. A purchase is processed 
at a POS terminal (step 306) in a known manner. For 
example, one or more items are recorded at the POS 
terminal, and a resulting purchase price is generated by 
retrieving and totaling the prices of each item. Alternatively, 
an amount of money may be withdrawn at a POS terminal, 
such as an automated teller machine (ATM), and thus the 
generated purchase price is the withdrawn amount plus ATM 
fees, if any. A credit card account number is also generated, 
for example, by Swiping a credit card through a card reader. 

0.066 The purchase price and account number are trans 
mitted to the central controller, which determines install 
ment plan options (step 308) and generates corresponding 
installment plan identifiers. Each installment plan identifier 
indicates an installment plan for payment of the purchase 
price. For example, an installment plan identifier may be an 
interest rate and number of payment periods, or may be a 
pointer to an entry in a database where such information is 
stored. 

0067. The installment plan identifiers are transmitted to 
the POS terminal, providing the purchaser with the install 
ment plan options to select. The purchaser selects one 
installment plan (step 310), if desired, and this selection is 
transmitted to the central controller. The selected installment 
plan, if any, is stored (step 312) and Subsequently used in 
generating bills for the purchaser (step 314). 

0068 FIG. 8 illustrates a process 320 that describes in 
greater detail the steps of FIG. 7 which are performed by the 
POS terminal. As described above, the POS terminal gen 
erates a purchase price (step 322) and a financial account 
identifier (step 324), such as a credit card number, for 
specifying a financial account. The purchase price and the 
financial account identifier are transmitted to the central 
controller (step 326). The POS terminal may also transmit a 
merchant identifier specifying the seller controlling the POS 
terminal and/or product codes indicating each item. 
0069. In response, the POS terminal receives one or more 
installment plan identifiers, each specifying an installment 
plan for payment of the purchase price (step 328) and 
displays signals indicative of each installment plan. For 
example, the POS terminal may display monthly payment 
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amounts and a number of months for each installment plan. 
The POS terminal generates a selection signal indicative of 
whether to accept one of the installment plans (step 330). 
The selection signal thus indicates (i) a selected one of the 
installment plans, or (ii) that no installment plan was 
selected (e.g., if the purchaser does not wish to pay in 
installments). The selection signal may be generated by a 
single choice (e.g., selecting from "plan A', 'plan B” and 
"no plan'). Alternatively, the selection signal may include (i) 
a first selection indicating whether an installment plan is 
desired, and (ii) a second selection indicating a selected 
installment plan if the first selection indicates the installment 
plan is desired. In Such an embodiment, the central control 
ler may transmit the installment plans identifiers to the POS 
terminal either before or after the first selection. The selec 
tion signal is then transmitted to the central controller (step 
332). 
0070 FIG. 9 illustrates a process 340 that describes in 
greater detail the steps of FIG. 7 which are performed by the 
central controller. As described above, the central controller 
receives the purchase price and the financial account iden 
tifier from the POS terminal (step 342). The central control 
ler then generates at least one installment plan identifier 
defining an installment plan for payment of the purchase 
price (step 344). As described in greater detail below, the 
installment plan, and thus the installment plan identifier, is 
based on at least one of the purchase price and the financial 
account identifier. The installment plan identifier is then 
transmitted to the POS terminal (step 346). 
0071. The central controller then receives a selection 
signal indicative of whether to accept the installment plan 
(step 348). If the selection signal indicates acceptance of one 
installment plan (step 350), use of the accepted installment 
plan for the financial account is authorized (step 352). When 
use of the accepted installment plan is authorized, the 
purchase price is to be repaid in installments, rather than 
charged on a single bill. Calculation of installments and 
charging those installments on bills are described in detail 
below. 

0072 Referring to FIG. 10, a process 360 is performed 
by the central controller in determining one or more install 
ment plans to offer a purchaser at a POS terminal. In general, 
the central controller determines whether application of the 
purchase price to the financial account is authorized (step 
362). The step 362 is also known as “authorizing the 
charge, and typically comprises an evaluation of whether 
the credit card account meets approval criteria of the credit 
card account issuer. Approval criteria are specific to each 
issuer, and may include the following: (i) the account must 
be in good standing, and not past due; (ii) applying the 
purchase price to the current balance of the account would 
exceed the balance limit (some issuers may approve pur 
chases that exceed the balance limit by a specified margin), 
(iii) the corresponding credit card must not have been 
reported stolen or lost; and (iv) the account should not be 
closed. 

0073. If the charge is authorized, the central controller 
determines whether to allow installment payments on the 
purchase price (step 364). Typically, the central controller 
makes the determination based on the purchase price and/or 
the financial account identifier. For example, the central 
controller may compare the purchase price to a predeter 
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mined amount, and allow installment payments only if the 
purchase price exceeds the predetermined amount. The 
central controller may also determine whether the specified 
account has been “pre-approved’. Such that installment pay 
ments are always allowed, e.g. as determined by a purchaser 
score. An indication of such pre-approval may be stored, for 
example, in the purchase database 46 (FIG. 4). 
0074. In still another embodiment, each installment plan 
may have one or more conditions, and installment payments 
are allowed if any installment plants conditions are met. For 
example, one installment plan may have a condition that the 
purchase price is between $250 and S1,000, while a second 
installment plan has a condition that the total amount 
charged in the last month is over $2,000. Such conditions 
may be stored in the installment plan database 50 (FIG. 4). 
0075). If installment payments are allowed, one or more 
installment plans are determined and offered to the pur 
chaser (step 366), as described above. There are several 
different methods for determining installment plans to offer. 
For example, there may be a predetermined set of install 
ment plans that is offered to every purchaser. In another 
embodiment, the set of offered installment plans may depend 
on the seller. Alternatively, there may be a set of installment 
plan identifiers stored for one or more purchaser entries in 
the purchaser database 46 (FIG. 4). In such an embodiment, 
the installment plan options would be personalized to each 
purchaser and the corresponding installment plans are in 
turn offered to that purchaser 
0.076 Installment plan identifiers for each purchaser may 
be determined based on a score that is predictive of pur 
chaser behavior. The score is determined in accordance with 
a scoring system. A scoring system is a mathematical model 
designed to provide probabilities of future performance 
based on the actual historic performance of a creditor. 
Models are developed from past behavior and data relation 
ships, and the models are used to identify predictive vari 
ables. Scoring systems can be used as absolute decision tools 
or in combination with judgmental and expert system rules. 
0.077 Credit card issuers currently use scores to deter 
mine: (i) who will respond to an offer; (ii) who will reliably 
repay credit; and (iii) who will generate revenue for an 
issuer. The above-described scores are known as (i) response 
scores, (ii) risk scores and (iii) revenue scores, respectively. 
Response scores are used to determine how to modify 
Solicitations for maximum results and for areas of the 
country that have the greatest growth potential for specifi 
cally designed card products, such as insurance or invest 
ment cross-sells. Risk scores are used to predict delinquen 
cies and bankruptcies, as well as the extent and timing of 
monthly payments. Revenue scores are used in assigning a 
ranking to individuals by the relative amount of revenue 
they are likely to produce over a period of time following 
score assignment. Revenue scores help issuers to manage 
accounts by identifying inactive accounts that should be 
targeted with an appropriate offer, and by identifying the 
most desirable prospects for acquisition. 

0078. A score may be classified as either a “credit score” 
or a "behavior score.” A credit score is a statistical measure 
used by issuers to determine whether to extend credit in the 
form of a loan or as a credit line on a credit card account. 
Credit scores take into account many factors, including: 
annual income, years at current job, residence, debt payment 
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history, current debt obligations and long term debt obliga 
tions. Issuers may assign different weights to these criteria 
to compute a credit score. 

0079 Abehavior score is another statistical measure used 
by issuers to better manage accounts, thereby attempting to 
maximize profit earned per account. The behavior score can 
include more than 50 different characteristics, including: 
extent of monthly payments, promptness of payment, use of 
card for purchases or cash advances, size and type of 
purchases and types of spending categories among others. 

0080 Offering the installment plans to the purchaser 
typically includes displaying signals indicative of the install 
ment plans. For example, as shown in FIG. 11, a card reader 
370 of a POS terminal has a display region 372 that shows 
text indicating monthly payment amounts and a number of 
installments for each of three installment plans. To select 
one of the three installment plans, the purchaser would press 
a corresponding number on a keypad 374. To reject all 
installment plans, the purchaser would press another number 
key (“1” in FIG. 11) indicating that the purchase price will 
be applied to the account in one charge instead of in several 
installment charges. 

0081. When an installment plan is selected and transmit 
ted to the central controller, the central controller calculates 
the amount of the corresponding installments based on 
purchase price, the interest rate and the number of install 
ments. Financial calculations of this type are well known, 
and described in Chapter Three of “Principles of Corporate 
Finance, Fourth Edition', by Richard A. Brealey and Stew 
art C. Myers, incorporated herein by reference as part of the 
present disclosure. An installment appears as a charge on 
subsequent bills until all installments have been paid. The 
first installment may appear on the next bill (e.g., next 
month), or may alternatively appear after a predetermined 
"grace period has elapsed. For example, it may be desirable 
that installment payments begin six months after a corre 
sponding transaction. 

0082 Many accounts have a minimum payment amount 
that a purchaser must pay each billing cycle. In some 
embodiments, the minimum payment amount may be 
increased by the amount of each billed installment. Conse 
quently, the credit card issuer is assured that both the 
original minimum payment amount and the installment are 
received each billing cycle. 
0083) Referring to FIG. 12, an exemplary bill 400 for 
account number '1111-1111-1111-1111 is illustrated. The 
bill 400 includes charges 402, 404 and 406, of which the 
charge 406 is an installment charge. The bill further includes 
a minimum payment amount 408, which is the sum of the 
amount 410 of the installment charge 406 and an “original 
minimum payment amount 412 due without any installment 
charges. 

0084 Typically, a purchaser receives a bill and submits 
payment therefor. Each installment payment that the pur 
chaser makes is recorded, allowing the central controller to 
determine (i) the number of installments remaining, and thus 
(ii) when installment payments may no longer be requested. 
For example, upon receiving an indication that an install 
ment has been received, the central controller may increment 
the number of payments made 144FIG. 5E) of the install 
ment payments database (FIGS. 4 and 5E). 
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0085. In other embodiments of the present invention, 
there may be rewards and/or "upsells' (purchase upgrade) 
offered to the purchaser in exchange for selecting an install 
ment plan. In general, it may be desirable to offer a reward 
or upsell to a purchaser as an incentive to select an install 
ment plan instead of paying the purchase price at once. For 
example, a purchaser may be offered a discount (rebate) off 
the purchase price if an installment plan is selected. It will 
be understood that although a discount may be applied to a 
purchase price, and the purchaser thus pays a reduced 
purchase price, the merchant would typically be credited 
with the original (not reduced) purchase price. Alternatively, 
the purchaser may be offered a cash payment from a cash 
register, frequent flyer miles or a product related to the 
purchased product in exchange for selecting an installment 
plan. In some embodiments, the offered reward or upsell 
may be based on the purchase price, the purchaser, and/or an 
item purchased. In other embodiments, the offered reward or 
upsell is predetermined, regardless of other factors. 
0.086 FIG. 13 illustrates a process 420 for determining 
and offering a rebate to a purchaser. The central controller 
transmits installment plans to the POS terminal (step 422). 
Each installment plan has a corresponding rebate associated 
therewith. For example, a first installment plan may have a 
corresponding S5 rebate, and a second installment plan has 
a corresponding S20 rebate. The purchaser selects an install 
ment plan, and thereby selects the corresponding rebate (step 
424). The purchase price is decremented by the correspond 
ing rebate (step 426), and the central controller then autho 
rizes use of the selected installment plan to repay the 
decremented purchase price (step 428). Alternatively, rather 
than the steps 426 and 428, a “second transaction” may be 
generated which indicates that purchaser is due a refund, and 
the purchaser is given "cash back’ from the POS terminal. 
The central controller then authorizes use of the selected 
installment plan to repay the purchase price. 
0087 FIG. 14 illustrates a process 440 for determining 
and offering an upsell to a purchaser. The POS terminal 
determines, based on the purchase, an upsell to offer (step 
442). For example, if a purchase includes a stereo, the upsell 
may be a five-year warranty for the stereo. A system for 
determining and offering upsells is disclosed in co-pending 
patent application Ser. No. 08/920,116, attorney docket no. 
WD2-97-054, entitled “METHOD AND SYSTEM FOR 
PROCESSING SUPPLEMENTARY PRODUCT SALES 
AT A POINT-OF-SALE TERMINAL, filed on Aug. 26, 
1997. 

0088. The POS terminal receives installment plans (step 
444), and displays, for each installment plan, installment 
amounts that are due for (i) the purchase, and (ii) the 
purchase and upsell combination (step 446). For example, 
the POS terminal may display: 
With installment plan A: stereo=S10 per month; stereo and 
warranty=S11 per month 
With installment plan B: Stereo=S5 per month; stereo and 
warranty=S6 per month 
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0089. A price of the upsell may be fixed or based on the 
selected installment plan. The upsell price may also be a 
price that causes the installment amount of the purchase 
upsell combination to be an integral dollar amount, a mul 
tiple of five dollars, or any other desired value. The upsell 
price thus affects the installment amounts of the purchase 
upsell combinations, and may be calculated in the same 
manner as described above. The purchaser selects an install 
ment plan and whether the upsell is also desired (step 448). 
If the upsell is desired (step 450), then the purchase price is 
incremented by the upsell price (step 452). Use of the 
selected installment plan to repay the purchase price is 
authorized (step 456), as described above. 
0090 Rewards and upsells may be offered to the pur 
chaser in exchange for completing all payments for an 
installment plan, instead of prepaying the balance or default 
ing on an installment payment. FIG. 15 illustrates a process 
460 for providing frequent flyer miles to such a purchaser 
paying in installments. When an installment is received (step 
462), a frequent flyer reward is increased, based on the 
number of payments made (step 464). For example, each 
payment made may increase the reward by 100 frequent 
flyer miles, or may double the number of accumulated 
frequent flyer miles. Alternatively, the initial payments may 
increase the reward by Small amounts, or not at all, and only 
the last payment increases, or determines, the reward. 
0091) If the purchaser desires to receive any of the 
accumulated frequent flyer miles (step 466), the reward is 
issued (step 468) and in turn reduced to zero (step 470). If 
any installment payments remain due (step 472), the central 
controller waits to receive Subsequent installments (step 
462). If no payments remain, any reward remaining is issued 
to the purchaser (step 474). 
0092 Although the present invention has been described 
with respect to a preferred embodiment thereof, those skilled 
in the art will understand that various substitutions may be 
made to those embodiments described herein without 
departing from the spirit and Scope of the present invention. 
For example, it will be understood that all of the installment 
payments which are due need not be equal. 

1. A method for providing installment plan options, com 
prising: 

receiving a purchase price and a financial account iden 
tifier, the financial account identifier specifying a finan 
cial account; 

generating an installment plan identifier defining an 
installment plan for payment of the purchase price, the 
installment plan identifier being based on at least one of 
the purchase price and the financial account identifier; 
and 

transmitting the installment plan identifier. 
2-68. (canceled) 


