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(57) Abstract: Transaction management for financial institution-based transactions is facilitated. According to an example embod-
iment of the present invention, a transaction management approach involves the processing of financial aspects of transactions for a
plurality of buyers using transaction rules associated with each buyer for automatically auditing each transaction (for each buyer) and
e any associated invoices. When a transaction or series of transactions are approved for payment for a particular buyer, the payment
O is automatically facilitated on behalf of the particular buyer. A fee is then assessed for each transaction or series of transactions, to
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one or more of the particular buyer, involved seller (or sellers), and a sponsor of the buyer that sponsors the buyer’s participation.
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TRANSACTION PAYABLES
PROCESSING SYSTEM AND APPROACH

Related Patent Documents
This patent document claims the benefit, under 35 U.S.C. § 119(e), of
U.S. Provisional Patent Application No. 60/850,046 filed on October 6, 2006 and entitled:

“Transaction Finance Processing System and Approach,” which is fully incorporated

herein by reference.

Field of the Invention

The present invention is directed to transaction processing and, more specifically, to
a transaction processing system adapted for automatically processing financing aspects of a

multitude of transactions on behalf of a plurality of transaction parties.

Background

Operational management of contractual and transactional interactions between
buyers, sellers, financial institutions and others involved in the exchange of products for
purposes of commerce have typically been labor and time intensive. Generally, the
processes of managing transactions between business entities have been unduly
burdensome and inefficient.

For many organizations, managing and tracking transaction financing functions
such as those related to accounts payables and/or accounts receivables can be particularly
burdensome and costly. When a particular organization contracts and otherwise does
business with a large number of suppliers/sellers, the organization typically must interact
with each supplier/seller on an individual basis. As the diversity of these interactions
increases, the burden and cost associated with managing and tracking finance-based
business functions is exacerbated.

Individual interactions between buyers and sellers are often characterized by
specific contracts, payment rules and other financial processing characteristics. For
example, certain sellers may require payment terms such as a net payment due within a
particular time period, payment to a particular financial institution or payment in a
particular currency. In addition, certain sellers may require different payment terms for
different contracts. Entity-specific and transaction-specific variances in payment terms can
be particularly difficult to manage and track. Buyers, on the other hand, may prefer

payment terms that may be inconsistent with those required (or desired) by sellers.
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In addition, when a transaction reaches the payment step, financial institutions for
different parties to the transaction must interact with each other. This interaction typically
involves complex agreements and associations that facilitate the transfer of funds. At
times, there can be delays in payment or disputes regarding terms of payment. In addition,
this process is highly susceptible to error. Interaction complexity, delay and error, as well
as a multitude of other characteristics of transaction payment can cost one or more parties
to a transaction (including financial institutions) a significant amount of funds. Moreover,
while multiple systems have been used to implement various aspects of transactions, these
systems often use divergent approaches that are incompatible for a variety of reasons.

In addition to the above, most industries are quite competitive and any cost savings
are therefore important. Administrative costs are targeted for reduction as no revenue is
directly generated from administrative functions. However, administrative costs associated
with commercial transactions have been difficult to reduce in the current business
environment with widely diffused data.

The above and other difficulties in the management and coordination of business
transactions have presented administrative and cost challenges to business entities involved

in various aspects of transactions, including accounts payable aspects and others.

Summary

The present invention is directed to overcoming the above-mentioned challenges
and others related to the types of devices and applications discussed above and in other
applications. The present invention is exemplified in a number of implementations and
applications, some of which are summarized below.

According to an example embodiment of the present invention, a computer network
and system arrangement facilitates interaction with multiple remote processing systems to
effect electronic audit and payment on behalf of owing parties (e.g., buyers) using
computer-generated information provided via the owing parties and according to
transaction data for transactions between owing parties and owed parties (e.g., sellers).
Payment is financed using credit, historical or other data relating to parties that may be
different than the party on behalf of which payment is made, depending upon different
rules applicable to parties involved in the payment. Interaction with the network and
system is facilitated by one or more parties to each transaction, with the system
implementing rules and related computer-readable code for the party facilitating the

interaction to facilitate payment for transactions. This interaction is dynamically (and
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intelligently) changed to interface with appropriate remote processing machines to carry
out payment, settlement, fee assessment and credit-based functionality, via execution of
proprietary user code.

One embodiment involves the operation of the system at the direction of a buyer,
where interaction with sellers (and seller processors such as an invoicing system) is carried
our using rules (code) for the buyer and any necessary seller information to facilitate
interaction with appropriate seller systems. In such an embodiment, the buyer code
specifies and/or is augmented with any necessary seller information. Fees are assessed for
the processing of transactions and payment, again using rules and/or contract data (code)
specified for transaction parties.

With these systems, central and independent operation of auditing and electronic
payment approaches is made possible using a common arrangement, yet in accordance with
transaction-specific and entity-specific code to carry out disparate processing functions. As
such, an auditing and processing machine arrangement facilitates processing in many
different ways for different entities using proprietary data in a manner that maintains the
proprietary nature of the data yet provides for interaction with disparate entities and their
processor/machine systems. Effectively, a multitude of disparate processors are
implemented on a common arrangement, for what may involve a massive number of
disparate parties, each processor operating via proprietary data and related code and
independently from the parties.

According to another example embodiment of the present invention, transactions
involving buyer and seller transaction parties are processed using proprietary rules (and
related code) for processing finance-related aspects of the transactions. In some
applications, the rules are implemented for accounts payables; in other applications, for
accounts receivables; and in still other applications, for accounts payables and receivables.
Seller transaction parties enter into the management approach as facilitated by the buyer
transaction party, with payment-related aspects of transactions between the seller
transaction parties and the buyer being facilitated directly with the seller transaction
parties. Fees associated with the processing of payment to sellers are assessed to each
seller and/or to a respective buyer for each transaction in which the sellers and the buyer
participate.

In a more particular example embodiment of the present invention, an automated
transaction processing system is adapted for processing business transactions involving a

buyer party and a seller party. Buyer parties provide information including contracts and
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business rules including auditing rules for transactions involving the buyer party and
selected seller parties. A transaction processor audits transactions on behalf of each buyer
party using that party’s provided information, and facilitates payment to one or more
selected seller parties involved in the particular transaction being audited (e.g., when the
audit indicates payment is appropriate).

According to another example embodiment of the present invention, an automated
transaction processing system electronically processes transactions involving buyers. The
system uses, for each transaction, electronic profile data that is appropriate to each
buyer/seller pairing and a contract data set defined as a function of the buyer and a
predefined business relationship between the buyer and at least one seller. The system
includes a transaction processor arrangement to process electronic transactions according to
the stored contract data sets and profile data. The arrangement includes a computer-
implemented auditing engine that audits transaction data using a stored contract data set for
the transaction, and generates computer-readable audit data characterizing the audit. A
computer-implemented payment processor finances and processes electronic payment to a
seller financial institution in response to generated audit data indicating that payment to the
seller is appropriate for at least one transaction involving the seller and a buyer. A
computer-implemented fee assessment engine assesses a transaction processing fee, for
each seller to which electronic payment is made, by generating computer-readable fee data
that associates the fee and a fee amount with a seller for which the fee data is generated.

In connection with another example embodiment of the present invention, a
transaction-based computer processing arrangement processes payable funds for
transactions between buyers and sellers, wherein at least one of a buyer and seller in each
transaction transacts with a system administrator to process a payment account for the at
least one of a buyer and seller. The computer processing arrangement is independent from
the buyers and sellers. For each of a plurality of seller invoice data sets, the arrangement
associates the seller invoice data set with a transaction involving a buyer and seller using
predefined contract data for a contract between the buyer and the seller, audits the
associated invoice data set using the predefined contract data and audit data specified by
the buyer in the transaction, and generates computer-readable audit data characterizing the
audit. For each buyer, the arrangement processes electronic payment to sellers’ financial
institutions in response to generated audit data indicating that payment to a seller is
appropriate for at least one invoice data set for the seller. The arrangement also assesses a

transaction processing fee for each processed electronic payment by generating computer-
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readable fee data that associates the assessed fee and fee amount with a seller for which the
electronic payment is generated.

The above summary of the present invention is not intended to describe each
illustrated embodiment or every implementation of the present invention. The figures and

detailed description that follow more particularly exemplify these embodiments.

Brief Description of the Drawings

The invention may be more completely understood in consideration of the detailed
description of various embodiments of the invention in connection with the accompanying
drawings, in which:

FIG. 1 shows an arrangement and approach for transaction management, according
to an example embodiment of the present invention;

FIG. 2 shows a flow diagram for transaction processing, according to another
example embodiment of the present invention; and

FIG. 3 shows an approach to processing payment on behalf of a buyer or buyers
with an underwriting-based extension of credit, according to another example embodiment
of the present invention. '

While the invention is amenable to various modifications and alternative forms,
specifics thereof have been shown by way of example in the drawings and will be
described in detail. It should be understood, however, that the intention is not necessarily
to limit the invention to the particular embodiments described. On the contrary, the
intention is to cover all modifications, equivalents, and alternatives falling within the spirit

and scope of the invention as defined by the appended claims.

Detailed Description

The present invention is believed to be applicable to a variety of different types of
transaction processing and management approaches, and has been found to be particularly
useful for applications involving the processing of payment, such as for accounts payables
or accounts receivables, on behalf of a party to a transaction. While the present invention
is not necessarily limited to such approaches, various aspects of the invention may be
appreciated through a discussion of various examples using these and other contexts.

According to an example embodiment of the present invention, a transaction
processing system includes a payment processor that interacts with financial institutions
and one or more transaction parties for processing payment functions on behalf of one or

more transaction parties (e.g., who facilitates involvement with the transaction processing
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system). The transaction processing is partly or wholly remote from the buyers, sellers and
financial institutions (and/or processing systems implemented therefore). The payment
processor interacts with transaction parties such as buyers or sellers to acquire and store
profile information for the parties, and to receive and process data for transactions
involving these parties. The payment processor uses the profile information to processes
transaction data and, therein, determine finance-related payment conditions for the
transaction, such as for extending credit to a buyer (e.g., paying a seller on behalf of the
buyer), or to a seller (e.g., for paying the seller early, and collecting payment from the
buyer at a later time). When a finance-related payment condition for a particular
transaction is determined to be satisfied and, where appropriate, when other profile-
specified payment conditions have also been met, the payment processor interacts with a
sponsoring financial institution or that sponsoring financial institution’s profile within the
payment processor to facilitate the payment. Payments are tracked and fees are assessed in
accordance with the payments that are made. These approaches are implemented
disparately for different transaction parties, using party-specific data (via computer-
readable code) that effectively facilitates a multitude of user-specific audit and electronic
payment machines operated on a common arrangement.

In some instances, a financial institution underwrites the payment to provide
assurance to the seller that an owing buyer will make a timely payment. In other instances,
the underwriting is effected for an actual extension of credit funds on behalf of the
underwritten buyer, or to an underwritten seller, for payment to a seller. That is, for
underwriting purposes, the credit of one or both of the buyer or seller is selectively used in
accordance with profile information and/or other processing characteristics. Fees are also
assessed, where appropriate, to transaction parties for the underwriting. Such approaches
are applicable for payment approval (with underwriting) in connection with various
embodiments described herein, and including those shown in the Figures.

In some applications, the transaction processing system facilitates both accounts
payable and accounts receivable processing on behalf of a buyer and a seller respectively
for a particular transaction. For instance, the buyer and seller may each specify in their
respective profile information that payment be made at a specified time period under
certain conditions. Using this approach, consider a particular transaction example wherein
the seller requests payment at 30 days, the buyer requests a delay in payment to 90 days,
and wherein a contract for the transaction specifies payment to be made within 60 days. In

such an example, the transaction processing system advances payment to the seller at 30
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days, assessing a fee against the seller for such an early payment, and delays collection
from the buyer until 90 days, similarly assessing a fee against the buyer. The respective
payments are made in accordance with profiles for the parties being paid, with audits or
other processing functions carried out as appropriate.

According to another example embodiment of the present invention, a transaction
processing system includes an accounts receivable processor that interacts with financial
institutions or a processing profile that each institution maintains with the accounts
receivable processor and one or more transaction parties for processing accounts receivable
functions on behalf of a seller (e.g., who facilitates involvement with the transaction
processing system). The accounts receivable processor interacts with the seller for
processing transactions involving the seller, using stored profile information for the seller.
The accounts receivable processor uses transaction information and the seller profile
information to determine when a payment to the seller is to be made, and further interacts
with a sponsoring financial institution for the seller or that institution’s registered profile to
facilitate payment to the seller and, where appropriate, indicating what the payment is for.
The payment is determined to be proper in accordance with the seller’s business rules
and/or rules associated with the accounts receivable processor, such as by paying the seller
upon the recordation of an invoice, upon delivery, upon acceptance of delivery by a buyer,
or upon another transaction-related condition. Fees are assessed to the one or more sellers
for the tendering of payment thereto. These fees may include, for example, convenience
fees for processing transactions, fees for the extension of credit for a particular payment,
currency conversion fees and others. Such fees may further be set in or otherwise specified
via contract data for a contract between a seller and an operator of the transaction
processing system, or in profile data for such a seller, with an amount of the fee determined
in accordance therewith (e.g., as a percentage of a payment). The accounts receivable
processor further facilitates collection, either directly from a buyer, from the seller (after
the buyer pays the seller or after a predetermined number of days), or from the buyer
directly to the sponsoring financial institution. Where appropriate, collection from the
buyer is underwritten, either using the buyer’s credit or the seller’s credit, the latter of
which is particularly applicable where ultimate collection is from the seller.

According to another example embodiment of the present invention, a transaction
processing system includes an accounts payable processor that interacts with financial
institutions, or the processing profile that each such institution maintains with the accounts

payable processor, and one or more transaction parties for processing accounts payable
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functions on behalf of a buyer (e.g., who facilitates involvement with the transaction
processing system). The accounts payable processor interacts with the buyer for auditing
transactions involving the buyer, using stored profile information for the buyer. When a
transaction is successfully audited (e.g., approved for payment), the accounts payable
processor interacts with a sponsoring financial institution for the buyer or that institution’s
registered profile for tendering payment to one or more sellers on behalf of the buyer and,
where appropriate, indicating what the payment is for. Fees are assessed to the one or more
sellers for the tendering of payment thereto, with the payment being made on behalf of the
buyer being underwritten by the financial institution. In some instances, the underwriting
is effected to provide an assurance that the buyer will make a timely payment. In other
instances, the underwriting is effected for an actual extension of credit funds on behalf of
the underwritten buyer, for payment to a seller. Fees are also assessed, where appropriate,
to the one or more sellers for the underwriting of the payment by the sponsoring financial
institution.

In the following discussion, various examples are described in connection with
scenarios involving an accounts payables approach (e.g., a buyer-side approach) to
processing transaction payment. However, for various example embodiments, one or more
of the following approaches are implemented with an accounts-receivables approach (e.g.,
a seller-side approach), with payment to a seller advanced in accordance with the seller’s
wishes as specified, for example, in seller profile information.

In one implementation, an accounts payable processor as described above is
adapted to respond to an authorization received from a buyer by authorizing payment for a
transaction to which the authorization applies. When sellers (e.g., as defined in profile
information for a particular buyer) send an invoice to the accounts payable processor, the
buyer associated with the invoice is contacted and allowed to review the invoice. This
review may be carried out, for example, using an electronic communications link
facilitating the buyer’s access to information on the invoice. The buyer can then
electronically review and, if appropriate, authorize payment for some or all of any amount
indicated on the invoice. The accounts payable processor responds to payment
authorization from the buyer by automatically facilitating payment for the invoice in
accordance with stored profile information for the seller providing the invoice.

Transaction and/or credit fees are assessed, where appropriate, to sellers as set forth
in one or more agreements between the buyer, the seller and an operator of the accounts

payable processor. For example, when credit is extended for payment on behalf of a buyer,
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a financial institution underwriting the buyer’s payment (e.g., sponsoring the buyer’s
payment) underwrites the extension of credit. A fee is assessed for the underwriting, e.g.,
as part of an overall transaction participation fee against the seller. In this regard, a seller’s
participation in the automatic processing of the transaction is associated with a fee that is
used to cover transaction processing and underwriting functions, with the processing
generally affording each seller a corresponding cost savings in otherwise facilitating the
transaction.

In some applications, the accounts payable processor stores contract information
and audits transactions using the contract information. For example, when a buyer
determines that a particular contract has payable aspects, the buyer can send a payment
authorization to the accounts payable processor. The buyer may send a notice indicating
that a payable condition, such as a determination that goods are acceptable, has been met.
This payable condition may apply, for example, to an entire invoice or perhaps to a portion
of an invoice that relates the particular goods determined acceptable (e.g., where a partial
shipment is deemed acceptable). The accounts payable processor matches the notice to a
particular contract involving the buyer and uses the received payable condition together
with other information to determine whether a payment can and/or should be made. If
payment can be made, the accounts payable processor automatically processes payment on
behalf of the buyer using the contract terms with the notice of receipt of goods. As
discussed above, this and other approaches are applicable for implementation with an
accounts receivable processor wherein, for example, the receivable processor similarly
authorizes payment or otherwise determines than payment can be made to a seller.

In another example embodiment of the present invention, a user interface is adapted
for use in invoice presentment for approval by buyers. A transaction processor, such as the
accounts payable processor discussed above, generates a graphical user interface (GUI) that
can be viewed by remote buyer parties. Data access via the GUI is driven by user profile
information accessible by the transaction processor, with access control inputs such as
password and identification data received via the GUI being compared against the profile
information for controlling access.

When an invoice is received from a seller, that invoice is matched to a particular
buyer and, in some instances, to a particular contract between the buyer and the seller. The
transaction processor makes the invoice available to the particular buyer for viewing via
the GUI, together with other invoices from other sellers, where applicable. At periodic

instances or at any time deemed appropriate by the buyer, the GUI is accessed (e.g., by an
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employee user of the seller) and pending invoices are reviewed for approval. If conditions
regarding the transaction are conducive to approval of the invoice, such as when goods that
are the subject of the invoice have been delivered in acceptable condition, the employee
user can approve the invoice for payment via the GUL

In some applications, the GUI is further configured for providing data to the buyers
regarding a variety of transaction characteristics, such as data identifying open and paid
invoices, financial data such as information relating to a credit line and pending payments,
and other accounting-type data typically associated with accounts payables. The buyer can
use the GUI to retrieve this information and, in some applications, to generate and monitor
accounting-type data for a variety of purposes.

FIG. 1 shows an arrangement and approach 100 for transaction management,
according to another example embodiment of the present invention. A transaction finance
processor 110 is implemented with transaction auditing and financial processing functions.
The transaction finance processor 110 is communicatively coupled to a database 120 that
stores user profiles 122 with proprietary code for transaction parties as well as contract
information for transactions involving the transaction parties. In some instances, the
transaction finance processor includes the database 120 and in other instances, the database
120 is remotely situated from the transaction finance processor and/or implemented in two
or more different database structures.

A plurality of buyer systems (buyers) 130 including buyers 1 — N interface with the
transaction finance processor 110. Each buyer provides profile information that is stored in
the database 120. In this application, and as may be applicable to various other discussion
herein of profiles for buyers, profile information generally includes rules (e.g., data or
executable code) for controlling buyer access to data relating to the transaction (e.g., to
view invoices) and for processing transactions involving the buyers. In these contexts,
profile information for the buyer or for sellers may include a variety of information, such as
by indicating credit data for the buyer or seller, buyer or seller preferences, approved
sellers, approved buyers, currency preferences, payment preferences (e.g., timing
characteristics), reporting preferences, payment approval preferences, financial institution
data or others.

The transaction finance processor 110 also interfaces with a plurality of seller
systems (sellers) 140 including sellers 1 — N, each seller engaging in a contract with at least
one buyer. Accounts payable aspects of the transaction, from each sellers’ perspective, is

facilitated directly with the transaction finance processor 110. The interfacing between the
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transaction finance processor 110 and the plurality of sellers includes at least the
communication of invoice data from sellers to the transaction finance processor.

For facilitating payment, the transaction finance processor 110 further interfaces
with a plurality of financier systems (financiers) 150, including financiers 1 — N, for
processing financial aspects of transactions involving the buyers 130 and the sellers 140.
Certain ones of the financiers 150 associated with the buyers 130 provide funds on behalf
of the buyers for merchant offerings (goods and/or services) provided by the sellers 140.
For instance, financiers sponsoring a buyer’s funding for a transaction underwrite the
transaction for the buyers, with payment being tendered to a seller associated with the
transaction. Certain ones of the financiers 150 associated with the sellers 140 receive the
provided funds on behalf of the sellers (e.g., operate as a bank for the sellers).

Interface with each of the respective buyer, seller and finance systems as described
above is carried out using computer-based communications tailored to the particular
machine with which the finance processor 110 is interfacing. For instance, where a buyer
130 implements a proprietary transaction data generating machine that communicates order
or payment data, the finance processor operates an interface using code specific to the
buyer 130 to facilitate such communication. In this context, specific code may facilitate
passive receipt and processing of data, or active communication with (and, in some
applications, control of) the buyer system 130.

The transaction finance processor 110 implements a transaction auditing function
112 and a financial processing function 114 to respectively audit transactions and facilitate
payment for (successfully) audited transactions. Each of the transaction auditing function
are code-based computer implementations carried out in a manner that is customized to
specific users and, as such, each is shown with multiple implementations that are effected
via code operated upon or executed for a particular buyer (or buyer/seller combination).

The financial processing function 114 interacts with the sellers 140 for receiving
invoices (e.g., electronically) from the sellers as relating to transactions with the buyers
130. The invoices are processed in different manners, depending upon the implementation.
For instance, where the transaction finance processor 110 is implemented for a seller in
processing accounts receivable functions, the invoices may be processed for facilitating a
payment to the seller in accordance with the seller’s profile information (e.g., an advance
payment with collection from the buyer being subsequent). Where the transaction
processor is implemented for a buyer in processing accounts payable functions, the

invoices may be processed for facilitating payment to a seller on behalf of a buyer in
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accordance with the buyer’s profile information (e.g., paying in advance or according to
contract terms on behalf of the buyer and collecting from the buyer at a later time).

The transaction auditing function 112 operates in conjunction with the buyers 130
or sellers 140, either directly or using business rules stored in the database 120, for auditing
transactions. For instance, with accounts payable functions, where buyer 1 processes
transactions by reviewing and approving invoices, the transaction auditing function 112
presents the invoices (or information therein) to buyer 1 for approval. When approval is
received, the transaction auditing function 112 passes approval to the financial processing
function.

In another example, buyer 1 employs the transaction finance processor 110 for
automatic auditing functions, with user profiles (and, e.g., business rules and/or contracts)
for buyer 1 setting forth information to be used by the transaction auditing function 112 for
auditing invoices. When an invoice for a contract involving buyer 1 meets requirements
for payment as indicated by information stored for buyer 1, the transaction auditing
function 112 automatically approves the invoice and sends the approval to the financial
processing function 114.

Once an invoice is approved for payment, the financial processing function 114
uses profile information for the buyer that is involved in the contract for which the invoice
was approved to process payment for the approved invoice. The financial processing
function 114 uses funds designated to the buyer, e.g., via a bank account or credit line, for
providing payment to the seller sending the approved invoice. Where funds are provided
on behalf of a buyer in a credit-type arrangement, the buyer’s financier underwrites the
payment to the seller. The payment is made to one of the financiers 150 designated by the
seller, either in the invoice or with information stored in the database 120.

The financial processing function 114 further assesses fees to the sellers 140, and,
in some instances, the buyers 130 for transactions in which each party or parties are
involved. Specifically, each of the sellers 140 is assessed a fee relative to the payment
processing made in response to an invoice or invoices processed for the seller. This fee
may be assessed, for example, using a transaction amount as a basis with a certain portion
of the transaction amount being withheld for fees to cover transaction and/or underwriting
functions. Various other approaches may also be implemented for assessing fees to the
sellers, depending upon the particular application and the sellers’ relationship with the
transaction finance processor 110. For example, fees may be assessed as a function of two

or more transactions, at the end of a cyclic period (with fees assessed for all transactions
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during that period) or as a flat-fee type basis. The rates by which the fees are set may
further be established as a function of one or more of these conditions, as well as subject to
an agreement between each of the sellers 140 and the transaction finance processor 110. In
other applications, the transaction finance processor 110 assesses certain fees to buyers
who are parties to transactions for one or more of a variety of transaction functions, such as
credit extension functions, recordkeeping functions and others as discussed herein.

The profile information in the database 120 characterizes, for each buyer, rules and
approaches by which the transaction finance processor 110 processes payment for
transactions involving the buyer. For example, each buyer typically employs one or more
financial institutions for providing payment for transactions as well as payment to an entity
operating the transaction finance processor 110 for transaction services. The profile
information sets forth, for each buyer, information regarding these financial institutions and
further for authorizing the transfer of funds therewith. When the transaction finance
processor 110 audits transactions on behalf of buyers (i.e., without direct buyer approval on
an invoice-by-invoice basis), the profile information includes information (e.g., business
rules) for use in aﬁditing invoices to determine whether the invoice is ready for payment.
These approaches may be implemented, for example, as discussed above in connection
with the interaction characteristics between the buyers 130 and the transaction finance
processor 110.

In some instances, one or more of the sellers 140 also interface with the transaction
finance processor 110 for enhanced features, with the transaction finance processor 110
storing and using user profiles for the sellers, stored in the database 120, for granting
access to data and further for processing enhanced features. These features may be
applicable for implementation with accounts payable and/or accounts receivable functions.
For example, when seller 1 wishes to specify particular payment conditions, that seller may
contract with the transaction finance processor 110 (i.e., with the transaction finance
processor’s operator) to carry out the particular payment conditions. These conditions may
involve, for example, a payment rule such that the seller is paid early, such as immediately
upon submission of an invoice. For this service, the seller is assessed a fee by the
transaction finance processor 110 as appropriate and/or designated in a contract with the
seller. Other services, such as for tracking payments, modifying payments, extending
credit and otherwise are optionally contracted by sellers for processing by the transaction

finance processor 110.
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In some applications, one or more of the financiers 150 operate independently from
the transaction finance processor 110, simply providing or receiving funds as authorized
respectively by buyers 130 or sellers 140. In other applications, one or more of the
financiers 150 interact with the transaction finance processor 110 directly, with user
profiles for the one or more financiers stored in the database 120 and used to control access
to information by the financiers and, in some applications, to process interactions with the
financiers. In still other applications, one or more of the financiers 150 operate the
transaction finance processor 110, or a portion thereof, for processing transactions.

The financiers 150 provide funds on behalf of the buyers 130 using a variety of
sources, depending upon the implementation and the agreement between the buyer and the
operator of the transaction finance processor. For example, the funds may come directly
from an account for the buyer, such as a banking account, or from a credit line associated
with the buyer. In some applications involving the use of a credit account, the account
used is specified by the buyer and, typically, involves an agreement between the buyer and
the specified account’s financier. In other applications involving the use of a credit
account, the transaction finance processor 110 enlists the services of a financier, on behalf
of the buyer, for a particular transaction. Where the transaction finance processor 110
enlists the services of a financier, certain applications involve the grouping of multiple
transactions, with one or more buyers, into a larger accounts payable pool with the enlisted
financier providing credit to cover the entire accounts payable pool. With such a group
approach, the financier underwrites a group of accounts payables, with associated funds
accordingly dispersed to different sellers who are involved in transactions associated with
the group.

FIG. 2 shows a flow diagram for accounts payables processing with a dual audit
approach for receipt and payment conditions, according to another example embodiment of
the present invention. The accounts payables processing approach shown in FIG. 2 can be
implemented, for example, using the system and approach 100 shown in FIG. 1.

At block 210, buyer transaction data including auditable characteristics is received
for use in processing invoices relating to the transaction data. This transaction data may
include, for example, preliminary approval for payment based upon a receipt of goods or
upon the performance of a service. Business rules associated with the buyer form which
the data was received are retrieved at block 220. At block 230, the transaction data is
audited using the retrieved business rules. The business rules may specify, for example,

that the auditing should involve the presentment of invoices for approval by the buyer, or
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that the auditing be automatically performed using characteristics in the business rules for
assessing invoices as relative to the received transaction data. In this regard, the
transaction data may simply indicate that, for purposes of approval, any invoice is to be
submitted directly to the buyer for approval (in this insfance, the audit at block 230 may
simply be to acknowledge than an invoice can be received).

If the transaction is not approved at block 240, via the audit at block 230, a failure
notice is returned to the buyer at block 245 and the transaction processing stops. If the
transaction is approved at block 240, the process moves forward to block 250 where an
invoice from a seller associated with the transaction data received from the buyer is
received. Financial processing business rules for the buyer are retrieved at block 260 and
the invoice is audited at block 270, using the retrieved financial processing business rules.
Where the business rules specify that the buyer is to directly audit the invoice for approval,
the audit at block 270 involves presenting the invoice (or characteristics thereof) to the
buyer for approval.

If the invoice is not approved at block 280, via the audit at block 270, a failure
notice is returned at block 245 to the buyer (and, in some instances, to the seller providing
the invoice). If the invoice is approved at block 280, funds are transferred to the seller at
block 290 on behalf of the buyer. This funds transfer may involve, for example, the
extension of credit on behalf of the buyer, with underwriting performed by a financier with
fees associated with the underwriting being assessed with a transaction fee. A transaction
processing fee (including the underwriting fee, where appropriate) is assessed to the seller
at block 295. In some instances, the transaction processing fee is assessed to the seller by
extracting the fee from any payment processed with the funds transfer at block 290.

FIG. 3 shows an arrangement and approach 300 to processing payment on behalf of
a buyer or buyers with an underwriting-based extension of credit and seller-assessed
transaction fees, according to another example embodiment of the present invention. A
transaction processor 320 uses data in a database arrangement 330 to process payment for
transactions involving buyers and sellers, interacting with financial institutions to effect the
payment. An administrator 364 of the arrangement and approach 300 collects a fee for
processing transactions. While shown as single arrangements, both the transaction
processor arrangement 320 and database arrangement 330 are selectively implemented with
multiple arrangements in local and/or disparate locations. Moreover, the arrangement and
approach 300 is selectively operated to carry out electronic audit and payment in different

manners for different entities (and, were needed, commensurately) using a common
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framework and user-specific code (e.g., similar to the approach described with FIG. 1
above).

When transaction data 310 such as an invoice is received at the transaction
processor arrangement 320, a profile request 301 is made to retrieve user profile data 302
from the database arrangement 330. The user profile data 302 includes one or more of
buyer profiles 332 and seller profiles 334 for a buyer or seller corresponding to the
transaction data 310. A dynamic auditing engine 322 also makes a contract data request
303 for a portion of the contract data 336 pertaining to the transaction data 310, and the
database arrangement 330 returns contract data 304 in response to the request.

The auditing engine 322 then executes code pertaining to the profile data audits the
transaction data (or other portions of the transaction to which the transaction data applies)
with the user profile information 302 and the contract data 304. In this context, the
auditing engine 322 is dynamically implemented as different auditing engines using code
operating on user-specific terms. If the audit is successful, positive audit data 323 is sent to
a payment processor 324. The payment processor generates a payment authorization 341
that is sent to a third party financial institution 340, which in turn makes a payment 342 to
a seller 350 involved in the transaction. In some applications, the third party financial
institution 340 is the buyer’s financial institution and accordingly collects settlement for the
payment from the buyer. In other applications, the third party financial institution 340 is
associated with the transaction processor arrangement 320 (and the administrator 364),
such that the transaction processor arrangement and/or the third party financial institution
subsequently settles with the buyer for the payment 342 made on behalf thereof.

When payment is authorized, the payment processor also sends payment data 325 to
a fee assessment engine 326, the payment data indicating that the payment has been
authorized. In some applications, the fee assessment engine 326 responds to the payment
data 325 by sending fee data 306 to the database arrangement 330 for storage with fee
account data 338 for the seller 350. When payment for assessed fees is to be made, the fee
assessment engine 326 makes a fee account balance request 307 of the database
arrangement 330, which returns fee account balance data 308 to the fee assessment engine.
Using the fee account balance data 308, the fee assessment engine generates a fee payment
authorization 361 for a particular seller and sends that authorization to the seller’s financial
institution 360, which generates and sends a payment 362 for the assessed fees to the

administrator 362.
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In other applications, fees are assessed to each payment as the payment is
authorized. The fee assessment engine returns the fee data 306 directly to the payment
processor 324, prior to the payment authorization 341 being made. The payment processor
responds by reducing the amount of payment in the payment authorization 341 by the
amount of fee specified in the fee data. In this regard, the seller is paid what it is owed for
a particular transaction, less a transaction fee, with the transaction processor collecting
funds in the amount of the fee from the buyer upon settlement.

In some embodiments, a receivables processor 321 interacts with the payment
processor 324 (or operates on a common computer system) to facilitate payment to sellers
in accordance with transaction data and profile information for the seller. For instance,
where sellers specify, via profiles, a manner in which payment is to occur (e.g., timing for
advanced payment, account to be credited), the receivables processor 321 communicates
appropriate information to the payment processor 324. The receivables processor 321
tracks each payment against accounts receivable information for the seller to which the
payment is made. This tracking may involve, for example, monitoring accounts receivable
files and updating those files when payment is made to ensure that the seller is
appropriately paid for goods and or services that the seller provides. Where appropriate,
the receivables processor 321 also communicates accounts payable status to the seller 350,
and further may interact to facilitate the payment authorization 341 and payment 342.

In certain applications, the transaction processor arrangement 320 also includes a
dynamic underwriting engine 328 that facilitates the underwriting of the extension of credit
to buyers involved in transactions characterized by the transaction data 310. When credit is
to be extended on behalf of a buyer (e.g., as specified in the user profile 302 returned from
the database arrangement 330), the payment processor 324 sends an underwriting request
327 to the underwriting engine 328. The underwriting request includes information
characterizing the buyer for which credit underwriting is requested, together with an
amount of the payment to be authorized and any other information needed to facilitate the
underwriting of the payment.

The underwriting engine 328 uses the information in the request 327 and, where
appropriate, accesses external information (such as credit reports) and returns underwriting
authorization data 329 to the payment processor 324. The payment processor 324 uses the
underwriting authorization data 329 to make the payment authorization 341. In some
applications, the underwriting authorization data 329 specifies a particular interest rate or

other financing fee, assessed via the fee assessment engine 326. In this context, the
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underwriting engine 328 is dynamically implemented using different underwriting
approaches, depending upon the particular application.

In another implementation involving the underwriting engine 328, the payment
processor 324 uses information in the user profile data 302 to determine whether an interest
rate or other fee proposed via the underwriting authorization 329 is acceptable to the buyer
and/or seller. For example, where a particular buyer is willing to draw against a credit line
at credit terms up to a particular limit, the payment processor 324 authorizes payment when
the underwriting authorization 329 specifies terms within that particular limit for the buyer.

In still other applications, the administrator 364 obtains credit for making the
payment authorization 341 for a multitude of sellers. With this approach, the underwriting
engine 328 generates an underwriting authorization 329 as a function of underwriting
conditions set by the administrator 364. That is, the administrator 364 agrees (via contract
with a particular buyer or otherwise) to carry underwriting responsibility for credit
extended on behalf of a buyer, when the buyer meets certain underwriting criteria. In this
regard, the administrator 364’s credit score is used to obtain credit (e.g., from the third
party financial institution 340) when generating the underwriting authorization 329 and
subsequent payment 342. When the underwriting engine 328 returns underwriting
authorization data 329 that meets criteria sct by the administrator 364, the payment
processor 324 makes the payment authorization 341. In many applications, this approach
results in favorable credit terms for a particular buyer, which may be used by the
adminjstrator 364 to encourage buyers to use the transaction processor arrangement 320,
with the administrator in turn earning money via fees assessed to sellers and, in some
applications, via the credit terms.

In certain specific embodiments, the approaches as shown in and described herein
(e.g., in connection with FIG. 3) are implemented with a freight-type of transaction as
described in U.S. Patent No. 5,910,896 to Hahn-Carlson. Other specific embodiments are
directed to the implementation of transaction processing approaches for collaboration
and/or other aspects of contract-based transactions as described in U.S. Patent Application
Serial Nos. 10/436,878 (“Automated Transaction Processing System and Approach”);
10/864,761 (“Automated Transaction Processing System and Approach”); and 11/149,977
(“Distributor-based Transaction Processing Arrangement and Approach”), all to Hahn-
Carlson. All of these patent documents are fully incorporated herein by reference. For
example, relative to U.S. Patent Application Serial No. 10,864,761, incoming invoices

(e.g., such as approved invoices received from a buyer) may be matched using an anchor
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approach as described therein. As another example, relative to U.S. Patent Application
Serial No. 10,436,878, a collaborative-based approach is implemented as applicable to a
relationship between a buyer and seller for processing in a manner not inconsistent with the
discussion herein, such as with FIG. 3.

While certain aspects of the present invention have been described with reference to
several particular example embodiments, those skilled in the art will recognize that many
changes may be made thereto without departing from the spirit and scope of the present

invention, aspects of which are set forth in the following claims.
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What is Claimed is:

1. An automated transaction processing system for electronically processing
transactions involving buyers and sellers using, for each transaction, electronic profile data
that is appropriate to each buyetr/seller pairing and a predefined contract data set defined as
a function of the buyer and at least one seller, the system comprising:

a transaction processor arrangement programmed to process a multitude of
electronic transactions by executing, for each transaction, computer-readable code in
accordance with the stored contract data sets and profile data pertaining to the transaction,
the transaction processor arrangement comprising

a computer-implemented auditing engine programmed, for each transaction
involving a buyer and at least one seller, to

audit transaction data by executing code with a stored contract data
set for the transaction being audited, and
generate computer-readable audit data characterizing the audit,

a computer-implemented payment processor programmed, for each seller, to
finance and process electronic payment to a seller financial institution, using proprietary
profile data for the seller, in response to generated audit data indicating that payment to the
seller is appropriate for at least one transaction involving the seller, and

a computer-implemented fee assessment engine programmed to assess a
transaction processing fee, for each seller to which electronic payment is made, by
generating computer-readable fee data that associates the fee and a fee amount with a seller

for which the fee data is generated.

2. The system of claim 1, wherein the auditing engine operates independently for each
buyer for which transaction data is audited by executing computer-readable code that 1s

proprietary to the buyer.

3. The system of claim 1, wherein the payment processor operates independently for
processing different electronic payments by executing computer-readable code that is
proprietary to at least one of the buyer and seller involved in a transaction for which the

payment is generated.
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4. The system of claim 1, wherein

the auditing engine audits transaction data including electronic invoice data by
authenticating the electronic invoice data in response to an electronic data communication
from the buyer indicating that an amount in the invoice is payable, and generating
computer-readable audit data indicating the authentication, and

the payment processor finances and processes payment to a seller financial
institution for a seller specified in the invoice data, using profile data for the seller, in

response to the generated computer-readable audit data indicating the authentication.

S. The system of claim 1, wherein the auditing engine audits the transaction data by
executing computer-readable code and stored profile data for the at least one seller, the
profile data indicating information that can be processed by the auditing engine to generate

the computer-readable audit data.

6. The system of claim 1, wherein

the transaction processor arrangement further includes a computer-implemented
underwriting engine to underwrite the extension of credit to buyers using credit data in
profile information for the buyers and to generate computer-readable approval data for
extending credit to a buyer for each underwritten transaction, and

wherein the payment processor finances and processes electronic credit-based
payment to a seller financial institution in response to the generated audit data and the
generated approval data, and reflects the payment to the seller in a credit account for the

buyer.

7. The system of claim 6, wherein the fee assessment engine assesses a fee against a
seller receiving electronic credit-based payment in response to the generated approval data
by generating computer-readable fee data that associates the fee and the fee amount with

the seller.
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8. The system of claim 1, wherein
the transaction processor arrangement further includes a computer-implemented
underwriting engine to
underwrite the extension of credit to buyers for electronic payment made to
a seller’s financial institution using credit data in profile information for the buyers
specifying a sponsoring financier underwriting payments made on behalf of the buyers, and
generate computer-readable approval data for extending credit to a buyer for
each underwritten transaction,
the payment processor finances and processes electronic credit-based payment to a
seller financial institution in response to the generated audit data and the generated
approval data, and reflects the payment to the seller in a credit account for the buyer, and
the fee assessment engine assesses a fee to the seller on behalf of a sponsoring
financier underwriting the payment by generating computer-readable fee data that

associates the fee and a fee amount with the seller for which the fee data is generated.

9. The system of claim 1, wherein
the transaction processor arrangement further includes a computer-implemented
underwriting engine to
underwrite the extension of credit to sellers for electronic payment made to
the seller’s financial institution using credit data in profile information for the buyers, and
generate computer-readable approval data for extending credit to a seller for
each underwritten transaction,
the payment processor finances and processes electronic credit-based payment to a
seller financial institution in response to the generated audit data and the generated
approval data, and reflects the payment to the seller in a credit account for the seller, and
the fee assessment engine assesses a fee to the seller for the underwriting by
generating computer-readable fee data that associates the fee and a fee amount with the

seller for which the fee data is generated.

10.  The system of claim 1, wherein the auditing engine audits the transaction data by
comparing the transaction data to stored contract data to determine whether payment is

appropriate.
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11.  The system of claim 1, wherein the fee assessment engine assesses a transaction
processing fee by generating transaction processing fee data in accordance with computer-
readable contract data for a contract between a seller receiving payment and an operator of

the transaction processor arrangement.

12.  The system of claim 1, wherein the payment processor finances and processes
payment by providing an electronic payment to the seller financial institution for an
amount owed by the buyer to the seller, less a transaction processing fee assessed against

the seller by the fee assessment engine.

13.  The system of claim 1, wherein

the auditing engine audits transaction data including seller invoice data by
processing the invoice data using stored contract data for the transaction, and

the payment processor finances and processes electronic payment to a seller
financial institution for a seller specified in the invoice data in response to the audit data

indicating that payment is appropriate for the seller invoice data.

14.  The system of claim 1, wherein the auditing engine audits transaction data
including seller invoice data for an invoice that is pre-approved for payment by a buyer to
which the invoice applies by generating computer-readable audit data, for the payment

processor, indicating that payment is pre-approved.

15.  The system of claim 1, wherein the payment processor facilitates electronic
settlement to collect funds from a buyer to cover payments made to sellers on behalf of the

buyer.

16.  The system of claim 1, wherein the payment processor
electronically acquires data specifying a right to collect funds from buyers for
transactions for which the payment processor finances and processes electronic payment to

sellers, and

facilitates electronic settlement to collect funds from a buyers to cover payments

made to sellers on behalf of the buyers.
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17.  The system of claim 1, wherein the fee assessment engine generates the computer-
readable fee data by generating data that includes information for providing at least a

portion of the assessed fee to a buyer involved in the transaction for which the fee is

assessed.

18.  The system of claim 1, further including a computer-implemented receivables
processor to

interact with the payment processor to facilitate payment to sellers in accordance
with transaction data and profile information for the seller, and

track each payment against accounts receivable information for the seller to which

the payment is made.

19. A method for electronically processing disparate transactions involving buyers and
sellers using, for each transaction, electronic profile data that is appropriate to each
buyer/seller pairing and a contract data set defined as a function of the buyer and a
predefined business relationship between the buyer and at least one seller, the method
comprising:
processing electronic transactions according to the stored contract data sets and

profile data, by

for each transaction involving a buyer and at least one seller, auditing
transaction data using a stored contract data set for the transaction, and generating
computer-readable audit data characterizing the audit,

financing and processing electronic payment to a seller financial institution
in response to generated audit data indicating that payment to the seller is appropriate for at
least one transaction involving the seller and a buyer, and

assessing a transaction processing fee, for each seller to which electronic
payment is made, by generating computer-readable fee data that associates the fee and a fee

amount with a seller for which the fee data is generated.

20. The method of claim 19, wherein

the step of auditing includes auditing electronic invoice data by authenticating the
electronic invoice data in response to an electronic data communication from the buyer
indicating that an amount in the invoice is payable, and generating computer-readable audit

data indicating the authentication, and
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the step of financing and processing electronic payment includes generating an
electronic payment to a seller financial institution for a seller specified in the invoice data

in response to the generated computer-readable audit data indicating the authentication.

21. The method of claim 19,

further including underwriting the extension of credit to buyers using credit data in
profile information for the buyers and generating computer-readable approval data for
extending credit to a buyer for each underwritten transaction, and

wherein the step of financing and processing electronic payment includes financing
and processing electronic credit-based payment to a seller financial institution in response
to the generated audit data and the generated approval data for extending credit to a buyer,

and reflecting the payment to the seller in a credit account for the buyer.

22. The method of claim 19,

further including underwriting the extension of credit to buyers for electronic
payments made to seller financial institutions using credit data in profile information for
the buyers that specifies a sponsoring financier for underwriting payments made on behalf
of the buyers, and generating computer-readable approval data for extending credit to each
buyer for which a transaction is underwritten,

wherein the step of financing and processing electronic payment includes financing
and processing electronic credit-based payment to a seller financial institution in response
to the generated audit data and the generated approval data, and reflecting the payment to
the seller in a credit account for the buyer, and

wherein the step of assessing a transaction processing fee includes assessing a fee to
the seller on behalf of a sponsoring financier underwriting the payment by generating
computer-readable fee data that associates the fee and a fee amount with the seller for

which the fee data is generated.
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23. The method of claim 19,

further including underwriting the extension of credit to sellers for electronic
payment made to the sellers’ financial institutions using credit data in profile information
for buyers on behalf of which the payment is based, and generating computer-readable
approval data for extending credit to each seller for each underwritten transaction for the
seller,

wherein the step of financing and processing electronic payment includes financing
and processing electronic credit-based payment to a seller financial institution in response
to the generated audit data and the generated approval data, and reflecting the payment to
the seller in a credit account for the seller, and

wherein the step of assessing a transaction processing fee includes assessing a fee to
the seller for the underwriting by generating computer-readable fee data that associates the

fee and a fee amount with the seller for which the fee data is generated.

24. A transaction-based computer processing arrangement for processing payable funds
for disparate transactions between different buyers and sellers, using data depicting specific
operating functions for at least one of a buyer and seller that transacts with a system
administrator to process a payment account for the at least one of a buyer and seller, the
computer processing arrangement programmed to:
for each of a plurality of seller invoice data sets,
associate the seller invoice data set with a transaction involving a buyer and
seller using predefined contract data for a contract between the buyer and the seller,
audit the associated invoice data set using the predefined contract data and
audit data specified by the buyer in the transaction, and
generate computer-readable audit data characterizing the audit;
for each buyer, execute buyer-proprietary code to process electronic payment to
sellers’ financial institutions in response to generated audit data indicating that payment to
a seller is appropriate for at least one invoice data set for the seller; and
assess a transaction processing fee for each processed electronic payment by
generating computer-readable fee data, using seller profile data, to associate the assessed

fee and fee amount with a seller for which the electronic payment is generated.

25. The arrangement of claim 24, wherein the transaction processing fee is assessed in

an amount that is a percentage of the processed electronic payment.



WO 2008/045793 PCT/US2007/080594
27

26.  The arrangement of claim 24, wherein the transaction processing fee includes a fee

assessed against the buyer and the seller for each payment.

27.  The arrangement of claim 24, wherein the electronic payment is processed in
accordance with contract data between an operator of the processor arrangement and at
least one of the buyer and seller involved the each transaction for which payment is

processed.
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