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SYSTEM AND METHOD FOR CONSTRAINING DEPLETION AMOUNT IN A DEFINED

TIME FRAME

REUTED INFORMATION

[0001] This application claims priority to U.S. Provisional Patent Application No. 60/922,488,

entitled "System and Method for Constraining Depletion Amount in Defined Time

Period," filed on April 9, 2007, by Fell et al.; and to U.S. Provisional Patent Application

No. 60/922,520, entitled "System and Method for Constraining Efficient Exercise

Frontier," filed on April 9 , 2007, by Fell et al. This application relates to U.S. Patent

Application No. 11/705,571, entitled "Method and System for Providing Price Protection

for Commodity Purchasing Through Price Protection Contracts," filed on February 12,

2007, by Fell et al. All three of which are incorporated herein as if set forth in full.

TECHNICAL FIELD OF THE DESCRIPTION

[0002] Embodiments of the disclosure relate generally to retail commodity transactions and

more particularly to systems and methods related to retail commodity transactions which

can encourage the consumer to purchase the commodity more uniformly over time.

BACKGROUND

[0003] Many commodities fluctuate in price on a regular basis. The volatility of these

fluctuations depends heavily on a variety of factors, including supply and demand, or

variables associated with the supply and demand. Disruptions in the supply of these

commodities such as those caused by world events, natural disasters, etc. may cause

their price to change markedly in a relatively short amount of time. These price changes

can be quite noticeable, as commodities tend to be extensively consumed and

fluctuations in the price of such commodities may occur relatively rapidly,

[0004] The severity of the effects of these commodity price changes may be tied directly to the

amount consumed. Take gasoline as an example. While individual consumers are

certainly affected by spikes in gasoline prices, these effects may be even more

pronounced with regard to large purchasers of gasoline. More specifically, large



purchasers such as businesses which rely on a fleet of vehicles to conduct their day-to¬

day operations may be severely financially strained by an increase in the price of

gasoline. Thus, relatively frequent fluctuations in price can make anticipating future

expenses for a commodity very difficult, creating budgeting and accounting issues for

large purchasers of the commodity.

[0005] There are currently a variety of schemes through which commodities can be purchased.

In the case of motor fuel, one example scheme is a fuel card. A consumer may

purchase a fuel card that carries a certain monetary value. Whenever the fuel card is

used to purchase motor fuel at a retail point-of-sale location, the purchase price is

subtracted from the value of the fuel card. With a fuel card, the consumer may still pay

at the retail price for the motor fuel. Thus, this motor fuel purchasing scheme does not

necessarily protect the consumer from adverse price fluctuations.

[0006] Some purchasing schemes have been introduced in certain industry segments in an

effort to address this issue. For example, there are certain schemes which allow a

consumer to purchase a good or service and take later delivery, in whole or in part, such

as purchasing a quantity of motor fuel which is physically deposited in a storage tank for

future at will consumption. The physical product itself has to be ordered and deposited

into a storage facility, which has a limited capacity.

[0007] Other schemes have been introduced whereby an individual consumer or a business

consumer such as a fleet manager may purchase a quantity of motor fuel at the then

prevailing retail price such that an account associated with the consumer is credited with

the amount purchased. At this point, the motor fuel has not actually been delivered but a

quantity is held on reserve that can be redeemed in part or in whole at a variety of

locations. However, the consumer has to pay for the entire amount in advance and is

committed to the quantity of the motor fuel thus pre-purchased.



SUMMARY QF THE DESCRIPTION

[0008] Embodiments of the present disclosure provide systems and methods for providing price

protection for retail commodity purchases that eliminate, or at least substantially reduce,

the shortcomings of prior art systems and methods for providing price protection for retail

commodity purchases.

[0009] Systems and methods for the provisioning of price protection contracts which provide

price protection to a consumer against adverse fluctuations in the retail price of a

commodity are disclosed. While these price protection contracts may pertain to almost

any type of commodity, embodiments of the present invention may provide systems and

method for allowing a consumer to obtain price protection on the purchase of motor fuel.

Specifically, embodiments of the present invention may provide the ability for consumers

to obtain a price protection contract for the purchase of motor fuel where the price

protection contract specifies at least one lock price, quantity, locale or delivery time

frame such that if the retail price of fuel goes above the lock price in the locale, the

consumer may purchase at the lock price at any of a number of associated retail point-

of-sale locations within the locale, otherwise the consumer may purchase at the then

prevailing retail price. In some embodiments, purchasing motor fuel may mean taking

delivery of motor fuel from a pre-purchased virtual reserve while in some embodiments

purchasing motor fuel may mean paying for the motor fuel (from an account at a price

protection service provider) and taking delivery of the motor fuel. The price protection

contract may guarantee (for the delivery time frame) the right to aggregately purchase

the quantity of fuel in the locale at the lock price. The price protection contract can

include a depletion constraint which obligates the consumer to purchase at least some of

the price protected commodity within a predefined time frame.

[0010] In many embodiments, the consumer can select the depletion constraint and obtain a

price protection contract price that is adjusted based on the selected depletion

constraint. In some embodiments, the depletion constraint can be linear. The consumer

can be required to guarantee that the consumer will purchase a certain amount of the

commodity during the delivery time frame. In various embodiments, a provider of the

price protection contract has a right to receive a payment from the consumer when the



retail price of the commodity at the time of the purchase is below a floor price. The

provider may also receive a strike price matrix (on which terms of the contract can be

based) from a financial institution and adjusted based on the depletion constraint. In

some embodiments, the commodity is motor fuel.

[001 1] Embodiments provide numerous advantages over previously available systems and

methods related to retail commodity purchases. Some embodiments provide price

protection to consumers for retail commodity purchases. Some embodiments provide

commodity price predictability for consumers. Various embodiments allow providers of

price protection services to predict when price protected purchases will occur.

Embodiments which provide purchase predictability can lower insurance costs

associated with the price protection services. Many embodiments provide retail

commodity price protection against low prices for providers of price protection services.

[0012] These, and other, aspects will be better appreciated and understood when considered in

conjunction with the following description and the accompanying drawings. The

following description, while indicating various embodiments and numerous specific

details thereof, is given by way of illustration and not of limitation. Many substitutions,

modifications, additions, or rearrangements may be made within the scope of the

disclosure, and the disclosure includes all such substitutions, modifications, additions, or

rearrangements.

BRIEF DESCRIPTION QF THE FIGURES

[0013] A more complete understanding of the disclosure and the advantages thereof may be

acquired by referring to the following description, taken in conjunction with the

accompanying drawings in which like reference numbers generally indicate like features

and wherein:

[0014] Fig. 1 is a block diagram schematically illustrating methods of settling retail commodity

price protection contracts implemented by some embodiments.

[0015] Fig. 2 presents graphs illustrating aspects of price protection services implemented by

some embodiments.



[0016] Fig. 3 presents graphs illustrating aspects of price protection services implemented by

some embodiments.

[0017] Fig. 4 presents a table illustrating aspects of price protection services implemented by

some embodiments.

[0018] Fig. 5 presents graphs illustrating aspects of price protection services implemented by

some embodiments.

[001 9] Fig. 6 presents graphs illustrating aspects of price protection services implemented by

some embodiments.

DETAILED DESCRIPTION

[0020] Various embodiments of the disclosure are illustrated in the FIGURES, like numerals

generally being used to refer to like and corresponding parts of the various drawings.

Embodiments of the disclosure provide systems and methods related to retail commodity

transactions which can encourage consumers to purchase the price protected

commodity more predictably overtime.

[0021] Within this disclosure, the term "commodity" refers to an article of commerce —an item

that can be bought and sold freely on a market. It may be a product which trades on a

commodity exchange or spot market and which may fall into one of several categories,

including energy, food, grains, and metals. Currently, commodities that can be traded

on a commodity exchange include, but are not limited to, crude oil, light crude oil, natural

gas, heating oil, gasoline, propane, ethanol, electricity, uranium, lean hogs, pork bellies,

iive cattle, feeder cattle, wheat, corn, soybeans, oats, rice, cocoa, coffee, cotton, sugar,

gold, silver, platinum, copper, lead, zinc, tin, aluminum, titanium, nickel, steei, rubber,

wool, polypropylene, and so on. Note that a commodity can refer to tangible things as

well as more ephemeral products. Foreign currencies and financial indexes are

examples of the latter. For example, positions in the Goldman Sachs Commodity Index

(GSCI) and the Reuters Jefferies Consumer Research Board Index (RJCRB Index) can

be traded as a commodity. What matters is that something be exchanged for the thing.

New York Mercantile Exchange (NYMEX) and Chicago Mercantile Exchange (CME) are



examples of a commodity exchange. Other commodities exchanges also exist and are

known to those skilled in the art.

[0022] In a simplified sense, commodities are goods or products with relative

homogeneousness that have value and that are produced in large quantities by many

different producers; the goods or products from each different producer are considered

equivalent. Commoditization occurs as a goods or products market loses differentiation

across its supply base. As such, items that used to carry premium margins for market

participants have become commodities, of which crude oil is an example. However, a

commodity generally has a definable quality or meets a standard so that all parties

trading in the market will know what is being traded. In the case of crude oil, each of the

hundreds of grades of fuel oil may be defined. For example, West Texas Intermediate

(WTI), North Sea Brent Crude, etc. refer to grades of crude oil that meet selected

standards such as sulfur content, specific gravity, etc., so that all parties involved in

trading crude oil know the qualities of the crude oil being traded. Motor fuels such as

gasoline represent examples of energy-related commodities that may meet standardized

definitions. Thus, gasoline with an octane grade of 87 may be a commodity and

gasoline with an octane grade of 93 may also be a commodity, and they may demand

different prices because the two are not identical - even though they may be related.

Those skilled in the art will appreciate that other commodities may have other ways to

define a quality. Other energy-related commodities that may have a definable quality or

that meet a standard include, but are not limited to, diesel fuel, heating oils, aviation fuel,

and emission credits. Diesel fuels may generally be classified according to seven

grades based in part on sulfur content, emission credits may be classified based on

sulfur or carbon content, etc.

[0023] Historically, risk is the reason exchange trading of commodities began. For example,

because a farmer does not know what the selling price will be for his crop, he risks the

margin between the cost of producing the crop and the price he achieves in the market.

In some cases, investors can buy or sell commodities in bulk through futures contracts.

The price of a commodity is subject to supply and demand.

[0024] A commodity may refer to a retail commodity that can be purchased by a consuming

public and not necessarily the wholesale market only. One skilled in the art will



recognize that embodiments disclosed herein may provide means and mechanisms

through which commodities that currently can only be traded on the wholesale level may

be made available to retail level for retail consumption by the public. One way to

achieve this is to bring technologies that were once the private reserves of the major

trading houses and global energy firms down to the consumer level and provide tools

that are applicable and useful to the retail consumer so they can mitigate and/or manage

their measurable risks involved in buying/selling their commodities. One example of an

energy related retail commodity is motor fuels, which may include various grades of

gasoline. For example, motor fuels may include 87 octane grade gasoline, 93 octane

grade gasoline, etc as well as various grades of diesel fuels. Other examples of an

energy related retail commodity could be jet fuel, heating oils, electricity or emission

credits such as carbon offsets. Other retail commodities are possible and/or anticipated.

[0025] While a retail commodity and a wholesale commodity may refer to the same underlying

good, they are associated with risks that can be measured and handled differently. One

reason is that, while wholesale commodities generally involve sales of large quantities,

retail commodities may involve much smaller transaction volumes and relate much more

closely to how and where a good is consumed. The risks associated with a retail

commodity therefore may be affected by local supply and demand and perhaps different

factors. Within the context of this disclosure, there is a definable relationship between a

retail commodity and the exposure of risks to consumer. This retail level of the exposure

of risks may correlate to the size and the specificity of the transaction in which the retail

commodity is traded. Other factors may include the granularity of the geographic market

where the transaction takes place, and so on. Within this disclosure, a geographic

boundary may be defined as a city, a borough, a county, a state, a country, a region, a

zip code, or other predetermined area, or may be arbitrarily defined as a designated

market area (DMA), or some combination or division. For example, the demand for

heating oil No. 2 in January may be significantly different in the Boston market than in

the Miami market.

[0026] Before discussing specific embodiments, an embodiment of a hardware architecture for

implementing certain embodiments is described herein. One embodiment can include a

computer communicatively coupled to a network (the Internet in some embodiments).

As is known to those skilled in the art, the computer can include a central processing unit



("CPU"), at least one read-only memory {"ROM"), at least one random access memory

{"RAM"), at least one hard drive ("HD"), and one or more input/output {"I/O") device(s).

The I/O devices can include a keyboard, monitor, printer, electronic pointing device

(such as a mouse, trackball, stylist, etc.), or the like. In various embodiments, the

computer has access to at least one database over the network.

[0027] ROM, RAM, and HD are computer memories for storing computer-executable

instructions executable by the CPU. Within this disclosure, the term "computer-readable

medium" is not limited to ROM, RAM, and HD and can include any type of data storage

medium that can be read by a processor. In some embodiments, a computer-readable

medium may refer to a data cartridge, a data backup magnetic tape, a floppy diskette, a

flash memory drive, an optical data storage drive, a CD-ROM, ROM, RAM, HD, or the

like.

[0028] The functionalities and processes described herein can be implemented in suitable

computer-executable instructions. The computer-executable instructions may be stored

as software code components or modules on one or more computer readable media

(such as non-volatile memories, volatile memories, DASD arrays, magnetic tapes, floppy

diskettes, hard drives, optical storage devices, etc. or any other appropriate computer-

readable medium or storage device). In one embodiment, the computer-executable

instructions may include lines of complied C++, Java, HTML, or any other programming

or scripting code.

[0029] Additionally, the functions of the disclosed embodiments may be implemented on one

computer or shared/distributed among two or more computers in or across a network.

Communications between computers implementing embodiments can be accomplished

using any electronic, optical, radio frequency signals, or other suitable methods and

tools of communication in compliance with known network protocols.

[0030] As used herein, the terms "comprises," "comprising," "includes," "including," "has,"

"having" or any other variation thereof, are intended to cover a non-exclusive inclusion.

For example, a process, process, article, or apparatus that comprises a list of elements

is not necessarily limited only those elements but may include other elements not

expressly listed or inherent to such process, process, article, or apparatus. Further,

unless expressly stated to the contrary, "or" refers to an inciusive or and not to an



exclusive or. For example, a condition A or B is satisfied by any one of the following: A

is true (or present) and B is false (or not present), A is false {or not present) and B is true

(or present), and both A and B are true (or present).

[0031] Additionally, any examples or illustrations given herein are not to be regarded in any way

as restrictions on, limits to, or express definitions of, any term or terms with which they

are utilized. Instead, these examples or illustrations are to be regarded as being

described with respect to one particular embodiment and as illustrative only. Those of

ordinary skill in the art will appreciate that any term or terms with which these examples

or illustrations are utilized will encompass other embodiments which may or may not be

given therewith or elsewhere in the specification and all such embodiments are intended

to be included within the scope of that term or terms. Language designating such

nonlimiting examples and illustrations includes, but is not limited to: "for example", "for

instance", "e.g.", "in one embodiment".

[0032] Prices for retail commodities can fluctuate due to a variety of factors. One way to protect

consumers from adverse price fluctuations of a retail commodity is to make available to

them retail commodity price protection contracts, also referred to herein as retail

commodity price protection products (RCPPPs). Consumers can be fleet consumers,

consumers with several vehicles, household consumers, etc. In some embodiments, the

commodity may be various types of motor fuel. As one of ordinary skill in the art can

appreciate, embodiments can be adapted or otherwise implemented for other retail

commodities.

[0033] According to some embodiments, the ability of consumers to exercise their rights (under

a price protection contract) to take delivery of the price protected commodity (thereby

depleting the balance of the price protected commodity associated with the accounts of

the consumers) can be constrained in various ways. Depletion constraints can include

volume based constraints, purchase price based constraints, time based constraints,

duration based constraints, etc. Some embodiments implement depletion constraints

which involve obligating consumers to take delivery of up to a predefined portion of the

price protected commodity within a predefined portion of the delivery time frame. Some

depletion constraints involve more than one predefined portion of the delivery time frame

and, correspondingly, more than one predefined portion of the commodity. In some



embodiments, depletion constraints can be linear in nature with delivery of the same

quantity of the commodity required during each portion of the delivery time frame. As

one of ordinary skill in the art can appreciate, other types of depletion constraints are

also possible such as time varying depletion constraints. In some embodiments, price

protection service providers may impose depletion constraints unilaterally, change

depletion constraints, or allow consumers 102 to choose depletion constraints. To

entice consumers to choose depletion constraints, price protection service providers can

offer incentives to consumers.

[0034] Fig. 1 schematically illustrates embodiments implementing depletion constraints

associated with RCPPPs. Fig. 1 shows consumers 102, RCPPPs in general 104, strike

price matrix 106, lock price matrix 108, certain RCPPPS 110, 112, and 114, financial

institution 116, and RCPPP provider 118. As disclosed in U.S. Patent Application No.

11/705,571, entitled "Method And System For Providing Price Protection For Commodity

Purchasing Through Price Protection Contracts," filed on February 12, 2007, by Fell et

al., which is incorporated herein as if set forth in full, financial institution 116 can provide

to RCPPP provider 118 strike price matrix 106 which can define 1) commodity hedge

positions, 2) associated commodity prices at which financial institution 116 may be

willing to provide the commodity to RCPPP provider 118, and 3) hedge costs for various

grades of a commodity.

[0035] RCPPP provider 118 can use strike price matrix 106 to create various RCPPPs 104

such as price protection contracts with, or without, depletions constraints. Various

RCPPPs 110, 112, and 114 can allocate the risk of adverse price fluctuations differently

between consumers 102 and RCPPP provider 118. In some embodiments, RCPPP 110

can be a price protection contract in which consumers 102 settle commodity purchases

against the index price without a depletion constraint. In some embodiments, RCPPP

112 can be a price protection contract in which consumers 102 settle commodity

purchases against a retail price with a 10% depletion constraint. RCPPP 114 can be a

modifiable price protection contract in which RCPPP provider 118 can unilaterally (or in

conjunction with consumers 102) change commodity price related terms, can change

depletion constraint related terms, and can change any combination of terms in RCPPP

104.



[0036] In some embodiments, RCPPP 104 for motor fuel purchases may specify at least one

lock price, quantity, locale, or delivery time frame or period. According to the contract,

consumer 102 can purchase the motor fuel (and other products and services) at the lock

price at any of a number of retail point-of-sale (POS) locations such as gas stations,

truck stops, fleet terminals, pumps, etc. within the locale if the retail price of motor fuel

goes above the lock price. Otherwise, motor fuel may be purchased at the then

prevailing retail price. This practice can be referred to as pump price settlement

according to which the purchase is settled with consumer 102 against the lock price and

the retail price. Transactions to obtain RCPPPs 104 can take place in many ways and

through various channels such as via Websites, online stores, brick-and-mortar

locations, sales agents, etc. Locales can correspond to countries, states, cities,

metropolitan areas, zip codes, counties, area codes, designated market areas (DMA),

etc. In some embodiments, a locale can include areas where consumer 102 may

receive similar offerings, prices, deals, etc. for quantities of motor fuel.

[0037] When RCPPP 104 is formed, a virtual reserve can be created which corresponds to the

balance of consumer's 102 account. When, in one embodiment, consumer 102 accepts

RCPPP 104 for 200 gallons of motor fuel the account balance {and, hence, the virtual

reserve) contains the equivalent of 200 gallons of motor fuel of which consumer 102 can

take delivery. Virtual reserves can be depleted by an amount corresponding to the

amount of the fuel purchased by consumers 102. In various embodiments, the unit of

depletion can be gallons, liters, pounds, tons, kilograms (or other units of volume,

weight, or mass), dollars, euros, francs, pounds (or other units of currency), days,

weeks, months, years (or other units of time), etc.

[0038] In some embodiments, price protected retail purchases can be settled against a defined

index. Defined indices can be published by government agencies, non-profit

organizations, business entities, independent third parties, or the like. In some

embodiments, the defined index is the weekly national index of retail gasoline prices

published by the Department of Energy (DOE). Other indices, including city-based

indices, state-based indices, proprietary indices, national indices, global indices, etc.,

can be utilized or combined to generate custom indices.



[0039] In some embodiments, consumers 102 can choose exercise prices at which they may

purchase the commodity when the retail price rises above the exercise price. Exercise

prices may equal or exceed the lock price and provide RCPPP provider 118 protection

against price fluctuations above the lock price but below the exercise price. Since

consumers 102 assume the risk of such price fluctuations by accepting an exercise

price, consumers 102 can be given incentives to select an exercise price. Examples of

incentives may include reduced RCPPP 104 purchase prices. Purchasing at the

exercise price can be made optional for consumers 102. Some embodiments enable

consumers 102 to adjust their exercise prices during the delivery time frame. In some

embodiments, exercise prices provide consumers 102 with additional flexibility in

managing the depletion of their virtual reserves. RCPPPs 104 of some embodiments

may set a default exercise price equal to the lock price.

[0040] Figures 2 and 3 illustrate some aspects of embodiments implementing RCPPPs 104

without exercise prices (see Fig. 2) and with exercise prices (see Fig 3). Fig. 2

illustrates graph 200 including retail price plot 202, index price plot 204, and lock price

plot 206 as measured against price along the vertical axis and against time (from the

beginning of a delivery time frame) along the horizontal axis. As retail price plot 202

shows, motor fuel prices may increase although they may also remain steady, decrease,

fluctuate, spike, dip, etc. Index price plot 204 can generally track retail price plot 202

although the two plots 202 and 204 may exhibit lags, leads, divergence, convergence,

etc with respect to each other. Lock price plot 206 can remain constant throughout a

delivery time frame although lock price plot 206 can vary as desired. In the absence of

RCPPPs 104, consumers 102 can purchase motor fuel at the retail price according to

retail price plot 202. Without RCPPPs 104, consumers 102 have little ability to respond

to varying retail prices other than adjusting their consumption patterns.

[0041] Consumers 102 having RCPPPs 104 can purchase motor fuel according to retail price

plot 202 or can decide whether to exercise their rights to purchase motor fuel according

to lock price plot 206. During times when the retail price remains below the lock price,

price protected consumers 102 will probably choose to purchase at the retail price.

When the retail price exceeds the lock price, price protected consumers 102 will

probably decide to purchase at the lock price and save the difference between the retail

price and the lock price. For price protected consumers 102 subject to index based



RCPPP 104 settlements, a similar analysis may apply in that the difference between the

index price and the lock price can determine whether price protected consumers 102 will

probably purchase motor fuel at the index price or at the lock price.

[0042] With reference now to Fig. 3 , some embodiments implement RCPPPs 104 with exercise

prices. Variations in exercise price plot 208 illustrates that consumer 102 can adjust the

exercise price in some embodiments. Figure 3 also shows that consumers 102 can

adjust the exercise price down to the lock price. Price protected consumers 102 who

choose to select an exercise price can have the right to choose between purchasing

motor fuel at the retail price or at their exercise price according to plots 302 and 318.

When their exercise price is below the retail price, consumers 102 will probably choose

to purchase at the lower retail price. When the retail price exceeds their exercise price,

price protected consumers 102 will probably choose to purchase the commodity at the

lower exercise price. Index based RCPPPs 104 can be combined with RCPPPs 104

having exercise prices such that plots 304 and 318 illustrate probable consumer 102

purchasing decisions.

[0043] With continued reference to Figs. 2 and 3, a scenario can illustrate the choices

consumers 102 can make as motor fuel prices fluctuate. In one scenario, consumer 102

purchases RCPPP 104 for 200 gallons of motor fuel at a lock price of $2.48 per gallon.

Consumer 102 of the current scenario now has an account balance, which can be

referred to as a virtual reserve, of 200 gallons of gasoline. The points where plots 202,

204, 302, and 304 intersect the price axis of Figs. 2 and 3 (at time zero) illustrate the

initial conditions of the current scenario. The initial index price on the first day of the

delivery time frame is $2.38, the initial retail price is $2.42 and consumer 102 can

choose an exercise price at some differential over the index price such as initial index

price $2.58 ($0.20 over the index price). So long as the index price remains lower than

the exercise price, consumer 102 can choose to forego purchasing the commodity under

RCPPP 104. In this situation, consumer's 102 virtual reserve is not depleted.

[0044] In the current scenario, one month into the delivery time frame the index price increases

to $2.45 and the retail price increases to $2,48 as shown by plots 304 and 302

respectively. Since the index price of $2.45 remains below the exercise price of $2.58,

consumer 102 may continue to avoid depleting their virtual reserve by refraining from



purchasing the commodity under the terms of RCPPP 104. Two months from the

beginning of the delivery time frame of the current scenario, the index price increases to

$2.50 and the retail price increases to $2.58. In this situation, consumer 102 can still

avoid depleting their virtual reserve since the index price of $2.50 remains less than the

exercise price of $2.58. Three months from the beginning of the delivery time frame, in

the current scenario, the index price increases to $2.60 and the retail price increases to

$2.68, With the index price exceeding the exercise price, consumer 102 will probably

exercise the right to purchase the commodity at the lower exercise price. The

transaction can be settled against the index and consumers' 102 virtual reserve can be

depleted by the amount of gasoline purchased.

Figure 4 presents a table summarizing the current scenario and exemplifies some

aspects of various embodiments. Some of the numeric data shown in Fig. 4

corresponds to plots 202, 204, 206, 208, 302, 304, 306, and 318 of Figs. 2 and 3. Fig. 4

shows that in transactions settled against index prices 114, consumers 102 can assume

some of the basis risk associated with RCPPPs 104 that might otherwise be assumed by

RCPPP provider 118. In the current scenario, consumer 102 purchases 15 gallons of

motor fuel in the third month under the terms of an index based RCPPP. At that time,

index price 412 of $2.60 is higher than exercise price 4 18 of $2.53. In this situation,

consumer 102 would likely purchase the motor fuel under the terms of RCPPP 104.

Consumer's 102 virtual reserve 422 could be depleted by a corresponding amount (15

gallons) and account balance or virtual reserve 422 could be reduced by the

corresponding price of $37.20 (lock price 416 of $2.48 per gallon multiplied by 15

gallons). RCPPP provider 118 could pay the merchant $39.00 (the index price of $2.60

per gallon multiplied by the purchased amount of 15 gallons) from consumers' 102

account. According to the terms of the scenario illustrated by Fig. 4, consumer 102 can

be responsible for the difference between retail price 412 and index price 414 which, in

this case, is $1,20 ($0.08 per gallon multiplied by 15 gallons). The difference between

the amount paid by consumer 102 and the amount charged by the retailer (at the retail

price) can be referred to as residuals 420 of the transaction settlement as illustrated by

Fig. 4. Fig. 4 illustrates that RCPPP 104 can provide price protection up to index price

414 and that consumer 102 can assume some basis risk 420 when purchasing gas at

retail prices 412 above defined index price 414. The type of transaction illustrated by the

current scenario can be referred to as settling against index price 4 14 .



[0046] In some scenarios, a population of price protected consumers 102 might be subject to

the same index price 414 but the individual consumers 102 in the population might have

selected different exercise prices. It is also possible that, during a certain time frame,

individual consumers 102 purchase motor fuel subject to many different retail prices 412.

The set of purchases might therefore have occurred along a continuum of retail prices

412 and exercise prices 416. Some of retail prices 412 may have exceeded common

index price 414 or fallen short of the common index price 414. For purchases which

exceeded index price 414, individual consumers 102 may be charged the difference

between the inflated retail price and index price 414 to discourage them from making

such purchases.

[0047] For purchases at discounted retail prices, RCPPP provider 118 can transfer only the

amount of funds necessary to cover the purchase at the discounted retail price. This

practice contrasts with situations in which a purchase occurred at a retail price equal to

or greater than index price 414 in which RCPPP provider 118 transfers to the retailer

only an amount corresponding to purchasing at index price 414. For purchases

involving a discounted retail price, the difference between index price 414 and the

discounted retail price can be retained by RCPPP provider 118. In some embodiments,

the difference can be returned to, or shared with, consumer 102 who purchased motor

fuel at the discounted retail price to provide an incentive to consumer 102 to seek out

discounted retail prices.

[0048] Consumers 102, in some embodiments, may choose to take delivery of their entire

virtual reserves immediately, at some intermediate time during the delivery time frame,

wait until the last day of the delivery time frame, their virtual reserve gradually over time,

or never take delivery of even a portion of their virtual reserves. Their choice may

depend on many factors including the cost of RCPPP 104, the retail price of the motor

fuel, the lock price, the index price, consumers' 102 anticipated motor fuel needs, etc.

As discussed with reference to Fig. 5, consumers' 102 behavior with respect to choosing

whether to purchase motor fuel pursuant to the terms of RCPPP 104 or purchase the

commodity outside of the terms of RCPPP 104 can be referred to as an efficient

exercise frontier.



[0049] Many consumers 102 with RCPPPs 104 will make purchase decisions based upon a

combination of factors such as the residual price that consumer 102 must pay, the lock

price, the time remaining under RCPPP 104, etc. Consumers 102 will in most situations

act to maximize the value to them of having their RCPPP 104. In pump (or index) based

settlements, whenever the retail price (or the index price) is above the lock price,

consumer 102 can have an opportunity to exercise their right to take delivery of a

quantity of motor fuel. In some situations, consumers 102 may choose not to take

delivery by setting a high exercise price or to not use RCPPP 104. As the choice to

exercise is consumers' 102 under the terms of some RCPPPs 104, some consumers

102 cannot be forced to exercise their rights.

[0050] Fig. 5 illustrates such consumer 102 decision making. Plot 502 shows the price at which

(or above) some consumers 102 will tend to take delivery of price protected motor fuel.

Plot 502 shows this threshold as a function of time into RCPPP 104 delivery time frame.

For some embodiments, the delivery time frame can be six months, as illustrated,

although many different lengths of delivery time frames are envisioned. As plot 502

shows, initially, with the entire delivery time frame remaining, large residual prices can

influence some consumers 102 to purchase price protected motor fuel and deplete their

virtual reserve. As time goes by, smaller residua! prices can motivate some consumers

102 to purchase price protected motor fuel (as illustrated by intermediate portions of plot

502). At the end of the delivery time frame, even minute residual prices can motivate

some consumers 102 to purchase price protected motor fuel as shown by plot 502.

[0051] Fig. 6 shows another aspect of likely consumer 102 purchasing behavior: the quantity of

fuel consumer 102 is likely to buy is represented, in this example, as a function of the

time remaining in some RCPPP delivery time frames. Initially, as illustrated by plot 602,

some consumers 102 are unlikely to purchase any motor fuel since they might be

expecting prices to be higher later in the delivery time frame. At intermediate times

during the delivery time frame, some consumers 102 may begin purchasing more fuel as

they sense that their opportunity to exercise under their RCPPP may be dwindling. At

the end of the delivery time frame, as shown by plot 602, some consumers 102 will

maximize their price protected purchases to maximize what value they can derive from

their RCPPP during the soon-to-end delivery time frame. When consumers 102 delay

taking delivery of their virtual reserves, as illustrated by Figs. 5 and 6 , RCPPP provider



118 must bear the risk of adverse price fluctuations and associated insurance costs so

long as the virtual reserves exist.

[0052] Various embodiments disclosed herein may eliminate or constrain efficient exercise

frontiers. In some embodiments, consumers 102 can be obligated to deplete their virtual

reserves in manners specified by their RCPPP 104. Some depletion constraints may

affect the allocation of risk between RCPPP provider 118 and consumers 102. Imposing

depletion constraints on some consumers 102 may also affect the strike pricing model

which determines how risk is laid off from RCPPP provider 118 to financial institution

116. As disclosed with respect to Fig. 1, strike price matrix 106 may be determined with

or without any depletion constraints. In RCPPPs 104 which include depletion

constraints, the price and other terms can be adjusted based on the depletion

constraints. To entice consumer 102 to choose a depletion constraint, in some

embodiments, incentives may be offered to consumer 102 in exchange for accepting the

depletion constraint.

[0053] In various embodiments, depletion constraints have an associated and pre-defined time

frame (which can be less than the overall delivery time frame of RCPPP 104) and an

associated and pre-defined portion of the overall motor fuel quantity which is subject to

RCPPP 104. Depletion constraints of the current embodiment can obligate consumer

102 to take delivery of the pre-defined portion of the motor fuel within the pre-defined

time frame. If consumer 102 attempts to take delivery (or purchase) more than the pre

defined quantity of their virtual reserve within the defined time frame, consumer 102 can

be charged the retail price for the motor fuel. If consumer 102 fails to take delivery of

some portion of the amount required within the defined time frame, their rights to that

portion of the price protected motor fuel might expire. In some embodiments,

consumers 102 may be obligated to take delivery of the motor fuel at the lock price

whenever the retail price exceeds the lock price. When the next pre-defined time frame

begins, consumer 102 can continue depleting their virtual reserve.

[0054] Some depletion constraints may require consumers 102 to deplete their virtual reserves

in a linear fashion within a defined time frame (which may include some or all of the

delivery time frames) as illustrated by depletion constraint plot 604. The term "time

frame" is used herein interchangeably with the word "period" to refer to an identifiable



length of time. With such linear constraints, consumers 102 may be required to deplete

their virtual reserves by fixed amounts during the predefined time frames. Plot 606

illustrates a linear depletion constraint which varies with time and is front loaded with

more delivery obligations early in the delivery time frame compared to late in the delivery

time frame.

[0055] In some embodiments, depletion constraints can include vofume, mass, or weight based

constraints, purchase amount based constraints, time based constraints, duration based

constraints, etc. Depletion constraints can be described in a variety of ways such as a

percentage of the virtual reserve, or a portion of the aggregate motor fuel pre-purchase

price, per unit time. RCPPPs 104, or the portions of RCPPP 104s which specify the

constraints, can be non-modifiable in some embodiments while in other embodiments

RCPPPs 104 can be modifiable. In some embodiments, consumers 102 may elect to

constrain all, a portion, or none of their virtual reserve within a specified time frame. In

some embodiments, depletion constraints can include geographical limitatioπ(s) such as

a locale specified in RCPPP 104s.

[0056] In some embodiments, RCPPP provider 118 may impose a depletion constraint

unilaterally, select one of the depletion constraints provided in strike price matrix 106, or

change the depletion constraint provided to consumer 102. In some embodiments,

RCPPP provider 118 can include a depletion constraint of its selection in RCPPP 104

before presenting it to consumer 102. In various embodiments, one or more depletion

constraints may be presented to consumer 102 in alternate RCPPPs 104. Consumer

102 can then choose from the presented RCPPPs 104. Once consumer 102 has

chosen a depletion constraint, consumer 102 can be directed to a checkout point.

[0057] Several scenarios illustrate aspects of certain types of depletion constraints. In one

scenario, consumer 102 purchases RCPPP 104 for 200 gallons of motor fuel, with a lock

price of $2.50, and with a delivery time frame of 6 months. RCPPP 104 of the current

scenario can have a constant linear depletion constraint. The depletion constraint of the

current scenario can require consumer 102 to take delivery of 1/6fh of the 200 gallon

virtual reserve every month.

[0058] In one embodiment, the depletion constraint allows consumer 102 to take delivery of

10% of the overall motor fuel quantity per month for ten months. As one of ordinary skill



in the art can appreciate, other depletion constraints are also possible such as 25% over

six months, must use 100% in four months but no sooner than four months, etc.

[0059] In one scenario, consumer 102 initially selects RCPPP 104 contract which specifies a

lock price of $2.25 based on a strike price of $2.00 with a hedge cost per gallon (HCPG)

of $0.25 per gallon. In response, RCPPP provider 104 can present a modified RCPPP

104 to consumer 102 with a lower iock price of $2.20 but including one or more depletion

constraints such as a restriction that consumer 102 can take delivery of up to 16.67% of

consumers' 102 virtual reserve every month for six months (instead of the customer

selected terms).

[0060] In another scenario, consumer 102 purchases RCPPP 104 for 200 gallons worth of

gasoline or ethanoi. RCPPP provider can present an alternate RCPPP to consumer 102

with a depletion constraint of 12.5 gallons of gas per week over 16 weeks. In this

scenario, if consumer 102 buys 13 gallons of gas in the first week, consumer 102 can be

allowed to purchase 12.5 gallons of the appropriate fuel under the terms of RCPPP 104.

The allowed amount can be settled against the retail price {or in some embodiments

against a defined index). Consumer 102 can pay the difference for the 0.5 gallons of

non-price protected fuel even though 87.5 gallons remain in the virtual reserve.

[0061 ] By constraining the depletion of the virtual reserves, RCPPPs 104 of some embodiments

can eliminate, or greatly reduce, the ability of consumer to make decisions according to

efficient exercise frontier 502 (of Fig. 5), delay taking delivery of price protected motor

fuel, or otherwise increase the risk assumed by RCPPP provider of RCPPP 104s.

Another advantage provided by some embodiments is that consumers 102 can be

obligated to exercise their right to take delivery of the motor fuel by the terms of their

RCPPP. Embodiments can also affect consumer behavior over the delivery time frame

of their RCPPP. Including depletion constraints in RCPPPs 104 can also reduce risk

and related insurance costs for RCPPP providers 104. RCPPP providers 104 can pass

along some or all of the resulting savings to consumers 102 by adjusting the pricing

model they might use to set prices for some RCPPPs 104.

[0062] Although embodiments have been described in detail herein, it should be understood

that the description is byway of example only and is not to be construed in a limiting

sense. It is to be further understood, therefore, that numerous changes in the details of



the embodiments and additional embodiments will be apparent, and may be made by,

persons of ordinary skill in the art having reference to this description. It is contemplated

that all such changes and additional embodiments are within scope of the claims below

and their legal equivalents.



WHAT IS CLAIMED IS:

1. A method for constraining a consumer's ability to take delivery of a price protected

commodity, comprising:

setting up an account for the consumer at a price protection system accessible by the

consumer over a network via one or more computing devices;

associating a virtual reserve of the price protected commodity with the account; and

specifying a time frame during which all or a predetermined portion of the virtual reserve

is to be depleted.

2. The method of Claim 1, further comprising, prior to setting up the account for the

consumer, allowing the consumer to select one or more depletion constraints.

3. The method of Claim 2 , further comprising determining a price of a retail commodity

price protection product based at least in part on the consumer's selection of the one or more

depletion constraints.

4. The method of Claim 2, further comprising associating at least one incentive to the one

or more depletion constraints.

5 . The method of Claim 2 , wherein at least one of the one or more depletion constraints

affects allocation of risk between a provider of the price protection system and the consumer.

6 . The method of Claim 1, further comprising dividing the time frame into a plurality of time

segments.

7. The method of Claim 6 , wherein each of the plurality of time segments is associated with

a predefined quantity of the virtual reserve of the price protected commodity that is to be

depleted correspondingly.

8. The method of Claim 6 further comprising charging the consumer at a retail price for

any amount depleted over a predefined quantity of the virtual reserve of the price protected

commodity during one of the plurality of time segments.

9. The method of Claim 1, wherein the predetermined portion is determined based on

volume, weight, mass, quantity, amount, time, currency, locale or a combination thereof.



10. The method of Claim 1, wherein the price protected commodity is motor fuel.

11. A system for constraining a consumer's ability to take delivery of a price protected

commodity, comprising:

a processor and a computer memory storing instructions executable by the processor to:

set up an account for the consumer at the system which is accessible by the consumer

over a network;

associate a virtual reserve of the price protected commodity with the account; and

specify a time frame during which all or a predetermined portion of the virtual reserve is

to be depleted.

12. The system of Claim 11, wherein the instructions are further executable by the processor

to, prior to setting up the account for the consumer, present a plurality of depletion constraints to

the consumer and allow the consumer to select one or more depletion constraints from the

plurality of depletion constraints.

13. The system of Claim 12, wherein the instructions are further executable by the processor

to determine a price of a retail commodity price protection product based at least in part on the

consumer's selection of the one or more depletion constraints.

14. The system of Claim 12, wherein the instructions are further executable by the processor

to associate at least one incentive with the one or more depletion constraints.

15. The system of Claim 11, wherein the instructions are further executable by the processor

to divide the time frame into a plurality of time segments.

16. The system of Claim 15, wherein each of the plurality of time segments is associated

with a predefined quantity of the virtual reserve of the price protected commodity that is to be

depleted correspondingly.

17. The system of Claim 11, wherein the predetermined portion is determined based on

volume, weight, mass, quantity, amount, time, currency, locale or a combination thereof.

18. The system of Claim 11, wherein the price protected commodity is motor fuel.



19. A method for constraining a consumer's ability to take delivery of a price protected

commodity, comprising:

determining a plurality of depletion constraints based on volume, weight, mass, quantity,

amount, time, currency, locale or a combination thereof;

presenting a plurality of retail commodity price protection products to the consumer,

wherein each of the plurality of retail commodity price protection products is associated with at

least one of the plurality of depletion constraints;

specifying a time frame during which a predefined portion of a virtual reserve of the price

protected commodity is to be depleted in accordance with the at least one of the plurality of

depletion constraints; and

charging the consumer at a retail price for any amount depleted during the time frame

over the predefined portion of the virtual reserve of the price protected commodity.

20. The method of Claim 19, wherein the price protected commodity is motor fuel.
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