Office de la Propriete Canadian CA 2498672 C 2016/01/26

Intellectuelle Intellectual Property

du Canada Office (11)(21) 2 498 672
Un organisme An agency of

d'Industrie Canada Industry Canada 12 BREVET CANADIEN

CANADIAN PATENT
(13) C

(86) Date de depot PCT/PCT Filing Date: 2003/09/01 (51) Cl.Int./Int.Cl. GO6Q 20/10 (2012.01),
(87) Date publication PCT/PCT Publication Date: 2004/03/18 G06Q 20/34 (2012.01)
(45) Date de délivrance/lssue Date: 2016/01/26 (72) Inventeur/Inventor:

BARRY, GERARD J., |E
(85) Entree phase nationale/National Entry: 2005/03/02 L
(73) Proprietaire/Owner:

(86) N° demande PCT/PCT Application No.: |IE 2003/000119 MAINLINE PATENT HOLDINGS LIMITED, IE
(87) N° publication PCT/PCT Publication No.: 2004/023407 (74) Agent: METHOD LAW PROFESSIONAL
(30) Priorité/Priority: 2002/09/04 (IE S20020712) CORPORATION

(54) Titre : PROCEDE ET SYSTEME DE TRANSFERT DE FONDS
(54) Title: A METHOD AND SYSTEM FOR TRANSFERRING FUNDS

-

8
_
L

(57) Abrege/Abstract:
This Invention relates to the field of commerce and Iin particular to a method of transferring funds using a payment card. Existing

funds transfer systems suffer from a number of problems including for example lengthy delays associated with their delivery, high
processing costs and high administrative costs. To alleviate these difficulties the present invention provides a method of transferring
funds from a first payment cardholder to a second payment cardholder comprising the steps of; recelving an indication from the first
cardholder that a transfer of funds Is required to the second cardholder, generating a first payment card transaction between a first
merchant and the first cardholder for a negative amount associated with the value of funds to be transferred, and generating a
second payment card transaction between a second merchant and the second cardholder for a positive amount associated with
the value of funds to be transferred. The advantage provided by this arrangement Is that using existing payment card systems,
transfers of funds can be effected efficiently between cardholders, without significant delay.

e

T N §.
.l.!.\‘\-c.c..--.
. T

3 '_{,-.T'l'.
o~

C an a d a http:vopic.ge.ca - Ottawa-Hull K1A 0C9 - atp.//cipo.ge.ca OPIC

OPIC - CIPO 191




20047023407 A1 U5 AT AU 0D A 000 R0 0 A 0

CA 02498672 2005-03-02

(12) INTERNATIONAL APPLICATION PUBLISHED UNDER THE PATENT COOPERATION TREATY (PCT)

(19) World Intellectual Property
Organization

International Burcau

(43) International Publication Date

18 March 2004 (18.03.2004)

GO7F 7/08

(51) International Patent Classification’:

(21) International Application Number:
PCT/1E2003/000119

(22) International Filing Date:
1 September 2003 (01.09.2003)

(25) Filing Language: English

(26) Publication Language: English

(30) Priority Data:

S20020712 4 September 2002 (04.09.2002) IE

(71) Applicant (for all designated States except US): MAIN-
LINE CORPORATE HOLDINGS LIMITED [IE/IE];
Tully, Ballinhown, Co. Galway (IE).

(72) Inventor; and

(75) Inventor/Applicant (for US only): BARRY, Gerard, J.
[IE/IE]; 1 Carragh Drive, Knocknacarragh, Salthill, Co.
Galway (IE).

(74) Agents: GATES, Marie Christina Esther et al.; Tomkins
& Co.,, 5 Dartmouth Road, Dublin 6 (IE).

(10) International Publication Number

WO 2004/023407 A1l

(81) Designated States (national): AE, AG, AL, AM, AT, AU,
AZ, BA, BB, BG, BR, BY, BZ, CA, CH, CN, CO, CR, CU,
CZ, DE, DK, DM, DZ, EC, EE, ES, FI, GB, GD, GE, GH,
GM, HR, HU, ID, IL, IN, IS, JP, KE, KG, KP, KR, KZ, L.C,
LK, LR, LS, LT, LU, LV, MA, MD, MG, MK, MN, MW,
MX, MZ, NI, NO, NZ, OM, PG, PH, PL, PT, RO, RU, SC,
SD, SE, SG, SK, SL, SY, TJ, TM, TN, TR, TT, TZ, UA,
UG, US, UZ, VC, VN, YU, ZA, ZM, ZW.

(84) Designated States (regional): ARIPO patent (GH, GM,
KE, LS, MW, MZ, SD, SL, SZ, TZ, UG, ZM, ZW),
Eurasian patent (AM, AZ, BY, KG, KZ, MD, RU, TJ, TM),
European patent (Al, BE, BG, CH, CY, CZ, DE, DK, EL,
ES, FI, FR, GB, GR, HU, IE, IT, LU, MC, NL, PT, RO,
SE, SI, SK, TR), OAPI patent (BF, BJ, CF, CG, CI, CM,

GA, GN, GQ, GW, ML, MR, NE, SN, TD, TG).

Declaration under Rule 4.17:

as to the applicant’s entitlement to claim the priority of the
earlier application (Rule 4.17(iii)) for the following desig-
nation US

Published:
with international search report

[ Continued on next page]

(54) Title: A METHOD AND SYSTEM FOR TRANSFERRING FUNDS

(57) Abstract: This invention
relates to the field of commerce
and in particular to a method of
transferring funds using a payment
1 card. Existing funds transfer
systems suffer from a number of
problems including for example
lengthy delays associated with
their delivery, high processing
9 costs and high administrative
costs. To alleviate these
difficulties the present invention
provides a method of transferring
funds from a first payment
cardholder to a second payment
cardholder comprising the steps
of; receiving an indication from
the first cardholder that a transfer
of funds is required to the second
cardholder, generating a first
payment card transaction between
a first merchant and the first
cardholder for a negative amount
associated with the value of funds
to be transferred, and generating
a second payment card transaction

11

o between a second merchant and the second cardholder for a positive amount associated with the value of funds to be transferred.
The advantage provided by this arrangement is that using existing payment card systems, transfers of funds can be effected

efficiently between cardholders, without significant delay.
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Title

A METHOD AND SYSTEM FOR TRANSFERRING FUNDS

Field of the Invention

This invention relates to the field of commerce and in particular to a method of

transferring funds using a payment card. |

Background to the Invention

A number of different services are provided to facilitate the transfer of funds
from one person to another. The most common examples of these include the use of
bank drafts and wire transfers. An example of a wire transfer service is the funds
transfer services provided by WESTERN UNION. The use of bank drafts sutfers from
disadvantages of lengthy delays associated with their delivery, high processing costs and
the inconvenience of only having the ability to obtain a draft when the 1ssuing

bank/financial institution is open.

The use of wire transfer services overcomes some of the difficulties associated
with bank drafts, but suffers from high administrative costs and the inconvenience of
only having the ability to send money when the wire transfer office is open. An
additional disadvantage is that the person receiving the funds must go to a wire transter

office to obtain the wired funds.

Another difficulty with existing methods of funds transfer is that payment must
be made in advance without a guarantee that funds will be received. It may be difficult
to obtain a refund in the event that the payment was not made. For example, in the case
of a bank draft, the bank may have difficulty identifying whether a particular draft has

been cashed and associated problems with refunding drafts which have not been cashed.



10

15

20

25

30

CA 02498672 2005-03-02

WO 2004/023407 PCT/IE2003/000119

2
One recently introduced service, PAYPAL, seeks to reduce the problems

associated with the existing methods ot payments and is directed primarily at Internet
sales and purchasing. This service allows users to create on-line accounts, which they
can credit using a credit or debit card, cash or cheque. Once an account 1S crgdited the
user can transfer-funds from their PAYPAL account to another PAYPAL account.
Whilst, this method has a number of advantages and has become very popular on the
Internet, particularly with Auction Sites, it does suffer from problems at the ?nd of the
process when a user is withdrawing funds from their PAYPAL account. Currently, the
nain methods to obtain money from a PAYPAL account is by cheque or wire transfer.

However, PAYPAL also offers an ATM card, which may be used to withdraw cash
from ATM machines.

US Patent no. 5,949,044 discloses a system for allowing a transferor to transfer
credit or make a payment to a transferee by debiting the credit card of the transferor and
crediting the credit card of the transieree. Payment of funds or partial credit lines, in an
amount of value up to the available credit line of the transferor can be transferred to the
transferee. The transfer of a financial tender value permits the transferee to access the
transferred money or credit line immediately after the completion of the transter.
Neither party needs to give their complete credit card number to the other, so security is
preserved. However this system requires a direct interaction with the card schemes or

specialist card scheme operators and involves encryption techniques which mitigate

against widespread availability and/or use.

Accordingly, there is a need for an improved funds transfer system.

Summary of the Invention

These needs and others will be met by the present invention, in which a first
embodiment provides a method of transferring funds from a first payment cardholder to
a second payment cardholder comprising the steps of receiving an indication from the

first cardholder that a transfer of funds is required to the second cardholder,
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- - --generating a first payment card transaction between a first merchant and the first
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cardholder for a negative amount associated with the value of funds to be transterred,

and

generating a second payment card transaction between a second merchant and the

second cardholder for a positive amount associated with the value of funds to be

transferred.

The advantage provided by this arrangement is that using existing payment card

systems, transfers of funds can be effected etficiently between cardholders, without
significant delay.

The method may comprise the initial step of obtaining authorisation for the

payment card transaction between the first merchant and the first cardholder prior to

generating the first payment card transaction.

The 1ndication may identify the payment card details of the first cardholder
and/or the payment card details of the second cardholder. Alternatively, the indication
may contain an identifier for the first cardholder and/or a second identifier for the

second cardholder whereby these identifiers may be used to obtain the card details of the

first and second payment cardholders from a database of cardholders and their

associated identifiers.

The postitive and/or negative amounts associated with the value of funds to be
transferred may be equal to the value of funds to be transferred or may include a service

fee applied to the value of funds to be transferred.

In one mode of operation, the currency of the first payment card transaction is
the currency of the first cardholder and the second payment card transaction is

conducted in the currency of the second cardholder.

In one implementation of the method the step of receiving an indication from the

cardholder 1s performed over a computer network, for example the Internet. In another
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implementation the step of receiving an indication from the first cardholder is performed

over a telephone. In a further implementation, the cardholder provides the indication at

the office of the first merchant or an associate.

In one-embodiment the first merchant and second merchant are the same. In an
alternative embodiment the first merchant and second merchant are related but not the
same. In this alternative embodiment the first merchant may be resident in the country of

the first cardholder whereas the second merchant may be located in the country of the

second cardholder.

10
The method may comprise the step of identifying a suitable second merchant

fom the details of the second cardholder. The method may also comprise the step of

identifying a suitable first merchant from the card details of the first cardholder.

15 The method may also extend to the establishing of a network of merchant

accounts to service a plurality of countries.

Preferably the payment card is a debit/credit or charge card.

20 The method may also include the step of generating a third payment card

transaction between a first merchant and a third cardholder wherein the third cardholder

and second merchant are associated accounts of the same entity, suitably co-resident in a

particular country.

25 The method is preferably implemented on a computer system.

A further embodiment of the invention provides a system for transferring funds

from a first payment cardholder to a second payment cardholder comprising: means for
receiving an indication from the first cardholder that a transfer of funds is required to the
30  second cardholder, means for generating a first payment card transaction between a first

nerchant and the first cardholder for a negative amount associated with the value of

funds to be transferred, and means for generating a second payment card transaction
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between a second merchant and the second cardholder for a positive amount associated

with the value of funds to be transferred.

The system may comprise means for obtaining authorisation for the payment

card transaction-between the first merchant and the first cardholder prior to generating

the first payment card transaction.

The system may further comprise a database of cardholder information, with
individual records in the database containing details of cardholders and an associated
identifier. The system may be adapted to extract cardholders details from the database

from identifiers provided to generate the first and/or second transaction.

The system may be adapted to perform dynamic currency conversion on both the

first and/or second transactions.

The system may be adapted to receive indications from the cardholder over a
computer network, for example the Internet. In another embodiment, the system may be

adapted to receive an indication from the first cardholder over a telephone.

The system méy comprise a database associating card numbers or ranges of card
numbers to at least one merchant. The system may be adapted to determine an
appropriate merchant for use in the first transaction by comparison of the card details of
the first cardholder with entries in the database. Similarly, the system may be adapted to
determine an appropriate merchant for use in the second transaction by comparison of

the card details of the second cardholder with entries in the database.

There is also provided a computer program comprising program instructions for
causing a computer program to carry out the above method which may be embodied on

a record medium, carrier signal or read-only memory.

Other embodiments will become apparent from the description of the invention

which follows.
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Brief Description of the Drawings

The invention will now be described in greater detail with reterence tf) the
accompanying drawings in which:
Figure 1 is a representation of a terminal suitable for carrying out the invention,
Figure 2 is an arrangement suitable for use with the invention,
Figure 3 is a process flow diagram of a funds transter according to the invention,
Figure 4 is a flowchart for implementing the method of the invention 1n the terminal of
Figure 1,
Figure 5 is a terminal and host arrangement for processing a funds transfer according to

the present invention,
Figure 6 is a flowchart for a method suitable for use with figure 5, and

Figure 7 is an arrangement using a server for use with the method of the present

invention,

Figure 8 is a process flow chart showing a method suitable for use with the arrangement

of Figure 7,
Figure 9 is a schematic diagram of the terminal of Figure 1, and

Figure 10 is a schematic diagram of a host for implementing the method shown in

Figure 6.

Detailed Description of the Drawings

The inventor of the present invention has realised that existing payment card
systems used world-wide provide the possibility for an effective an efficient method of
transferring funds in a heretofore unknown manner. The invention may be implemented
using sophisticated computer systems and/or simple payment card terminal devices In

conjunction with a host system.

A suitable payment card terminal device 1, as illustrated in Figures 1 and 9,

comprises a magnetic strip reader 3, an alphanumeric and function keypad 5, a display
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umit 7, and a receipt printer 9 for printing receipts 11. Payment card details are entered

either by swiping a payment card through a magnetic strip reader, or other input device
of the terminal, or using the terminal keypad. Alternative terminal devices may provide
o smart card device reader for obtaining payment card details from a paymen.t card
having an embedded chip. The transaction details may be entered using the keypad.
Optionally, a personal identification number (PIN) key pad (not shown) may be
provided to allow a cardholder to enter a PIN number as an authentication/security
measure. Internally, the terminal has suitable electronic circuitry for operating the
terminal, typically comprising a modem 17, a power supply unit, microprocessor 16,
RAM and ROM Memory 13, 15. The terminal software 12 comprises computer code
which is adapted to implement the present invention. The circuitry and elements are

preferably arranged to produce a terminal that has a small footprint and 1s compact.

As shown in the arrangement 20 of Figure 2, the terminal 22 is suitably adapted
to communicate with an authorisation host 24, a transactions host 26 and optionally a
service provider 28. The authorisation host 24 is cont gured to grant/deny authorisation
to a merchant operating a terminal to proceed with a payment card transactions. The
transaction host 26 is adapted to receive details of payment card transactions from the
terminal and to pass these transaction details on to the financial institutions for
processing of payments. The service provider 28 in the context of the present invention
is a computer system associated with the operator of a scheme implementing/providing
the facility of the funds transfer method of the present invention. Although, the
authorisation host, transaction host and service provider are illustrated as three separate

entities, there functionality may however be combined 1nto one or more systems.

The method of the invention is shown in its simplest form in Figure 3 and
provides for the effective transfer of funds irom a first payment cardholder 30 to a
second cardholder 36 using one or more merchants 32,34 in a payment card scheme to
act as intermediéry. The method works by, in response to receiving an indication from a
cardholder 30 that they want to transfer funds to a second cardholder, creating a first
payment card transaction between a merchant 32 and the first cardholder 30 for an

amount associated with the value of funds to be transferred, i.e. charge the first
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cardholder for the funds they wish-to transfer. This amount may include a service fee.

To complete the transfer of funds a second transaction is generated between a second
merchant 34 and the second cardholder 36 for a credit associated with the value of funds
to be transferred, i.e. credit the second cardholder with the appropriate funds: The credit
represents the-funds to be transferred, which may have a service fee deducted. It will be
appreciated that in this form, the first and second transactions may be created by a single
merchant using a conventional payment card terminal. In situations where the first

merchant and second merchant are two separate entities, some reconciliation between

the first and second merchant may be required

An exemplary method of performing a transfer using the terminal described
above, as shown in Figure 4, commences with a cardholder making a request to the
merchant to perform a funds transfer. The merchant makes an appropriate selection 40
on the terminal, e.g. presses a particular key or key combination, to indicate that a funds
transfer is required. The terminal may respond by displaying 42 an appropriate message

on the terminal display asking the merchant/cardholder to enter the cardholder’s details,

for example:

“Funds Transfer Option Selected - Please Enter Transferors Card Details”.

The merchant may then enter 44 the cardholder’s details, for example by swiping
their payment card through the magnetic strip reader of the terminal or other input
device of the terminal. In response, the terminal may display 46 an appropriate message
on the terminal display asking the merchant to enter the value of funds to be transferred,

for example

“Funds Transfer Option - Please Enter Amount to be Transferred”.

The merchant may enter 48 the amount to be transferred by keying the amount
on the keypad of the terminal. Once the amount has been entered, the terminal may use
an appropriate software routine and look-up table to calculate/retrieve 50 a service fee.
This service fee may be included in the amount charged for the first transaction

described or deducted in calculating the amount of the second transaction.
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Once the service charge has been determined, the terminal may display a message 52
showing the amount of the service fee applicable for the funds to be transferred and/or
the total cost for the transfer or the net amount to be transferred. The terminal software
may provide an option 54 to allow a user to stop the transfer process at this time and/or
at other times-during the transfer process on the terminal. The terminal and/or host
generates a first transaction for the calculated amount between a first merchant and the
first cardholder. Suitably, the means for generation of the first trans action 1s program
code contained with the terminal and/or host. The terminal may request authorisation 56
for the generated first transaction, 1.e. a payment card transaction between the merchant

and the cardholder for the total cost for the transter. If authorisation is not received for

the first transaction, the whole transfer process may be cancelled.

If authorisation is received, the terminal displays 58 an appropriate message on
the terminal display requesting the merchant to enter the payment card details of the

cardholder to whom the funds are to be transferred.

The merchant may enter 60 the payment card details of the second cardholder
using the keypad of the terminal, or in the event that the second payment card is
available using the magnetic strip reader, or other terminal input device, for example
chip card reader. Once the payment card details of the second person have been entered,
the terminal may print a transaction slip/receipt for signature by the cardholder. The
transaction slip suitably identifies payment card details of the cardholder, the payment
card details of the second cardholder and the value of funds to be transterred. The

transaction slip/receipt may also identify the service fee payable.

In addition to printing these details the terminal may also print a transaction
identifier uniquely identifying the transfer. This transaction identifier may be used when
subsequently trying to track a transfer. This transaction identifier may be generated by
the terminal or may be supplied by a host. Suitably, a record is maintained of the

transaction identifiers and the first and second transactions associated with each

identifier.
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The terminal and/or host appropriately generates 62 a second transaction to
complete the transfer of funds, between the merchant and the second cardholder for an
amount associated with the value of funds to be transferred. Suitably, the means for
generation of the second transaction is program code contained within the te1:mina1

and/or host. As this second transaction is crediting the second cardholder, no card

authorisation for the second transaction is required.

Suitably, the first and second transactions are stored in the terminal and/or host
(transaction storage 14) for subsequent posting 64 (and accordingly processing by the
computer systems of the payment card schemes) to the collection host along with other

transactions. Batching of payment card transactions for terminals is typically performed

once a day.

Once these two transactions have been processed, the first cardholder will have a
debit against their account, whereas the second cardholder will have an equivalent credit
(ignoring service fees/exchange rates etc.). Thus a transfer of funds from the first

cardholder to the second cardholder will have been achieved.

To provide the cardholders with some information, each transaction may have a

detail entry stored against them which will appear on their statement, identifying to

whom the transfer was made.

The simplified exemplary method described above may in certain limited
circumstances facilitate fraud and money laundering as the transactions are generated

and controlled from a single point of sale terminal.

In practice, a network of merchants may be established to ofter the funds transfer
system. This network may comprise existing merchants who accept payments by
payment cards or a dedicated network of merchants set up to provide the funds transfer
system or a combination of the two. The advantage provided by this arrangement is that
using existing payment card systems, transfers of funds can be effected efficiently,

without significant delay. It will be appreciated that in the context of the present
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- ihivention, the term merchant would include accounts set up specifically by the payment

card scheme operators or acquiring banks for the purposes of the transactions described

herein.

To overcome the difficulties of the exemplary fnethod described aboye, a further
embodiment of the invention is provided. In this embodiment, a schematic
representation of which is shown 1n Figure 5, a host 70 is provided for processing the
request for a funds transfer from the first cardholder to a second cardholder. The host 1s
suitably adapted to receive requests from one or more terminal device§ 72. The system
may be operated with a single merchant account. However, for reasons which will
become apparent, the system preferably comprises an arrangement comprising a
plurality of merchant accounts 74. The merchant accounts may be arranged so that each
merchant account is associated with the processing of card payments associated with a

particular region, country and/or financial institution 76.

The merchant accounts are suitably all accounts of the same entity, or related
entities for example subsidiaries of the same parent company, merchant and/or bank. In
this embodiment, the merchants associated with the host, rather than the merchant
associated with the terminal, are used in the transaction to effect a transfer of funds from
the first cardholder to the second cardholder. As there is effectively only one
organisation in the arrangement processing the transfers, regulatory and other matters
can be dealt with centrally. By having this centralised structure, concerns over money

laundering and other matters may be obviated.

The operation of this further embodiment will now be described with reference

to an exemplary method of operation as shown in figure 6 and a schematic diagram

shown in figure 10.

The method commences with a cardholder making a request to an outlet offering
the funds transfer service to perform a funds transfer. The outlet preferably has a
payment card terminal adapted to perform the functions described below. The terminal

operator makes an appropriate selection 101 on the terminal, e.g. presses a particular key



10

15

20

23

30

CA 02498672 2005-03-02

WO 2004/023407 PCT/IE2003/000119

12

or key combination, to indicate that a funds transfer is required. The terminal may

respond by displaying 103 an appropriate message on the terminal display asking for the

first cardholder’s details, for example:

«Funds Transfer Option Selected - Please Enter Transterors Card Details”. '

The operator/cardholder may then enter 105 the cardholder’s details, for example
by swiping the payment card through the magnetic strip reader of the terminal. In
response, the terminal may display 107 an appropriate message on the terminal display
asking for the entry of the value of funds to be transferred, for example

“Funds Transfer Option - Please Enter Amount to be Transferred™.

Once the amount has been entered 109, the terminal may calculate/retrieve a
service fee and display a message showing the amount of the service fee applicable for
the funds to be transferred. An option may be provided allowing a user to stop the

transfer process at this time and/or at other times during the process.

The terminal may then display 113 a message requesting the entry of the
payment card details of the cardholder to whom the funds are to be transferred. The
terminal may request/authorisation for the first transaction before/after/during this step.
This authorisation may be performed by making a request to the host, which, in turn
processes the authorisation request. In the event that authorisation is not obtained, the

whole funds transfer process may be cancelled.

Once the payment card details of the second cardholder have been entered, the
terminal may print a receipt slip for signature by the first cardholder. The receipt slip
suitably identifies the payment card details of the first cardholder, the payment card
details of the second cardholder, the value of funds to be transferred and the identity of

the outlet. The transaction slip/receipt may also identify the service fee payable.

In addition to printing these details a terminal may also print a transaction
identifier uniquely identifying the transfer. This transaction identifier may be generated

by the terminal or may be supplied by a host.
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These details are also stored in the terminal for subsequent transmission 1135 to

the host. This may be performed immediately or in batch for example at the end of each

day.

Upon receipt of the transactions at the host, the host may perform a check 117 to
confirm the authenticity and/or validity of the data provided. To process the transfer
request, the host determines 119 a suitable merchant for processing a first transaction for
the first cardholder. The suitability of the merchant may be made with reference to one
or more factors including the issuing institution of the first cardholder, the geo graphic
location of the card issuing institution of the cardholder, the minimum interchange fee
available. The determination of a suitable merchant may be made by reference to a look-
up table containing a list of card numbers (or ranges of card numbers) and their
associated merchants. Once, an appropriate merchant has been determined, a first
transaction is created 121 between the determined suitable merchant and the first
cardholder for an amount equivalent to the value of funds to be transferred. Suitably, the
means for generation of the first transaction 1s program code contained within the host.
This amount may or may not have a commission added. The amount may be regarded as

a negative amount as the cardholder is effectively being debited for the transaction.

The host may then determine 123 a second merchant, which 1s suitable for
processing a second transaction with the second cardholder. The determination may be
performed in the same manner in which a merchant for the first cardholder was
determined. Once a suitable second merchant has been determined, the host may
generate 125 a second transaction between the second merchant and the second
cardholder for an amount equivalent to the value of funds to be transferred. This amount
may or may not have a commission deducted. This amount may be regarded as a
positive amount since it effectively represents a crediting of funds to the second

cardholder’s account.
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- As there are two separate transactions, each cardholder may be billed/credited in

their own currency with the host operator effectively performing dynamic currency

conversion, a suitable system for which is described in European Patent EP 1018711.

To process-the two transactions, the host may forward 127 the transactions via a
suitable communications link, for example using modems and conventional telephone
line, a dedicated communication network or the Internet, to a collection host associated
with an issuer for onward processing of the two transactions into the payment card
schemes. Alternatively, where for technical or legal reasons it 1s not possible for the host
to forward transactions directly to the collection host of an issuer, the host may forward
sndividual transactions to the computer system of the merchant identified in the
transactions. The computer system of the merchant being suitably adapted to receive the

transactions and forward them on to computer systems associated with the payment card

scheme for processing.

It will be appreciated that once the first and second transactions have been
processed, the first cardholder will have a debit against their payment card account,
whereas the second cardholder will have an equivalent credit (ignoring service
fees/exchange rates etc.) on their payment card account. Thus a transfer of funds from

the first cardholder to the second cardholder will have effectively been achieved.

In the event of a problem, the first and second transactions may be effectively

cancelled by applying two further transactions to cancel the first and second

transactions.

Details of the transactions may also be stored in a database on the host or an
associated computer system identifying the transactions with their associated details,
transaction identifiers etc. Having a central database of all the transactions makes it

possible to facilitate a complete audit trail and ensures that reporting, reconciliation and

monitoring is possible.
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In addition to these first two transactions, the host may generaie a further
transaction to provide the operator of the outlet with a service fee for having handled the
request. The host may aggregate these transactions of the outlet so as to provide a single

payment periodically, for example on a weekly or monthly basis.

To provide cardholders with some information, each transaction may have a
detail entry associated with them. These detail entries will be processed with the
transactions so that they appear on the cardholders’ payment card account statements
and provide an identifier as to what the transaction relates. Thus, for example, the detail

entry for the first cardholder may make reference to the second cardholder and vice

Versa.

By having a plurality of merchant accounts, the present invention obviates
difficulties associated with Card Scheme fees for local Issuers and/or pro-longed
funding by the local issuer i.e. where payment is settled by the first cardholder monthly

(whereas receipt by the second cardholder occurs practically instantaneously).

Further variations of the system are foreseeable. An example of a further
embodiment is the use of an Internet server providing a web site to facilitate the transfer
of funds between payment cardholders. In a basic embodiment, this internet portal
replicates the method described above allowing a user to entering a first cardholder’s
details, a second cardholder’s details and the amount of funds to be transferred. Upon
receipt of this information, the Internet server or a related computer system may

generate the two transactions and process them as described above.

In another embodiment, a server is provided, as shown in figure 7, which ensures
that a transfer of funds can be effected from a first cardholder to a second cardholder
without the second cardholder having to reveal their card details to the first cardholder
and similarly for the first cardholder not having to reveal their card detatls to the second

cardholder. This embodiment will now be described with reference to Figure 7.
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- The server 150 comprises an interface adapted to provide a user (cardholder) 156
with information and to receive responses from the user. The interface may for example
be a web interface 154, comprising a series of HTML or similar pages, which may be

viewed by a cardholder having suitable web browser software on their computer.

The server or an associated computer has a cardholder datf:lbase 152 adapted to
store a plurality of individual cardholder’s details as records in the database. Each of the
records in the database may have an associated user account name and password so as to
prevent unauthorised access to cardholder’s details. Accordingly, each record may be
viewed as an account on the database. A cardholder may create a record (account) for
themselves, for example, by completion of a suitable form provided by the web
interface. For security reasons, the option of creating an account on the database by
other means may be provided, for example by fax, telephone or post. The server is also
suitably adapted to make a connection with a host 160 and provide the host with a
request for a funds transfer from one cardholder to another cardholder for processing by

the host. The host functionality may be incorporated within the server 150.

A method of performing a funds transfer using this system will now be described

with reference to figure 8. For simplicity, it will be assumed that the first and second

cardholders have both created accounts on the server.

The method commences with a user (transferor) 156 accessing 200 the server
using a web browser or other software on a computer to make a connection over a
network, e.g. the Internet 158. Once the server has been accessed, the user may make a
request, for examble, by clicking on the appropriate link in a web page, to initiate a
transfer of funds. The user is then presented with a suitable web page allowing the
cardholder to enter 202 their user account name (an identifier for the first cardholder),
and optionally for security reasons their password. In the same page or subsequent
pages, the user is presented with suitable places to enter 204 the account name or other
identifier of the person (transferee) to whom the funds are to be transferred and to enter

206 the value of the funds to be transferred.
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- Once the cardholder has provided this information or if entering the information
sequentially in different pages after the cardholders account name and password have
been supplied, an appropriate check may then be made on the cardholder’s database to

confirm that the transferor’s account entered exists and if required to verify the

password. If the.account exists then the system retrieves 208 the cardholder information
from the database for the first cardholder (the transferor). The sygtem also retrieves 210

the cardholder information from the database for second cardholder (the transteree).

Once this cardholder information has been retrieved, the transfer of the entered
funds may be effected as described above with reference to the embodiment of Figure 5
by passing the first cardholder’s details, the second cardholder’s details and the amount
to be transferred to one or more host(s) for processing as described in Figure 6. In this
regard the host(s) will generate the first and/or second transactions as previously
described. It will be appreciated that it is not imperative for the first transaction to be
held up pending the generation of the second transaction and/or it is conceivable that
two separate hosts may deal with either of these transactions and/or yet another host deal
(separately) with the authorisation of the first transaction. An advantage of this method
is that it is not necessary for the second cardholder to reveal their card details to
facilitate the transfer of funds into their account. The server may provide the user with a

suitable confirmation page confirming that the transfer has been completed or is being

processed.

To avoid possible fraudulent use of a payment card each member of the scheme
can be issued with two cards. One card is a receipt card and the number of this card
could be given out publicly. The second card is a payment card and the number of this
card would be kept secret by the company and would also have a PIN number. When a
company issues an invoice it can print its receipt card number on the invoice without
fear of it being misused. The payment company would then use its payment number to
make payment and that number would never be transmitted outside of the Fintrax/card
company arena. Furthermore, if the receiving company was not a member of a scheme,
but the paying company was, then they could still pay via the scheme but the actual
payment would be made by cheque rather than to a card.
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- With a receipt card the 1ssuer can pre-supply potential transferees with cards
which have a zero spend limit. Alternatively the issuer can use some other mechanism
that blocks transaction debits from the card. Thus 1f anyone were to attempt to withdraw
funds using the publicised card number, or used it to pay for goods or services, the
transaction would.be sent for authorisation and would be deqlined. Mbreover, the
physical card need never be provided by the issuer, merely thc-:: card number so such
potential fraudulent or unapproved transactions to be labelled “card not present” or
«cardholder not present” rendering the probability of authorisation even less likely or
increasing the likelihood that the transaction would be subjected to authorisation.
Moreover, the genuine cardholder can have such card number listed on the cardholder’s
internal permitted banking transfer of balances between dedicated accounts only. This

would facilitate the transfer of monies received by the genuine cardholder and the

receipt card only.

Where the receiving company is not a member of a scheme and the actual
payment is made by cheque or cash rather than to a card, the two card number utilisation
mechanism would still be employed. For example where a transferor does not have a
credit card and wants to send funds, the transferor could use a proxy cardholder (which
may be one usable by the authorised transferor merchant) on his or her behalf, by pre-
paying the proxy cardholder by-check or cash, in order to effect the transfer. Similarly,
where the transferee did not have a credit card and was the intended recipient, the
transferee could use the proxy cardholder, and receive from the proxy cardholder a

cheque or cash, in order to affect the transfer.

It is believed that the present invention provides a system which can facilitate
one of the most efficient 24 hour, 365 day cross border money transfer systems,
providing consumers with total convenience coupled with full guarantees of payment or
refund and audit trail transparency plus transaction statement, reporting and

reconciliation and monetary monitoring if desired.

The embodiments in the invention described with reference to the drawings

comprise a computer apparatus and/or processes performed in a computer apparatus.
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However, the invention also extends to computer programs, particularly computer
programs stored on or in a carrier adapted to bring the invention into practice. The
program may be in the form of source code, object code, or a code intermediate source
and object code, such as in partially compiled form or in any other form suitable for use
in the implementation of the method according to the invention. The carrier may
comprise a storage medium such as ROM, e.g. CD ROM, or magyetic recording
medium, e.g. a floppy disk or hard disk. The carrier may be an electrical or optical signal

which may be transmitted via an electrical or an optical cable or by radio or other

mMeans.

It will be appreciated by those skilled in the art that the present invention 1s not
intended to be limited to the embodiments described herein, but includes other
variations which fall within the scope of the claims. For example, the system may be
adapted to effect a transfer of funds from a first person to a cardholder where the first
person is not necessarily a cardholder. In this scenario, the cardholder may pay a service
provider directly, either using another funds transfer system, e.g. telephone banking,
cash or cheque and the service provider uses a payment card associated with the service
provider in the first transaction in the method described to effect the transfer of funds to

a second cardholder using the method described above.

The words “comprises/comprising” and the words “having/including” when
used herein with reference to the present invention are used to specify the presence of
stated features, integers, steps or components but does not preclude the presence or

addition of one or more other features, integers, steps, components or groups thereof.
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Claims
What is claimed is:
1. A method, performed by a computer system having a network of terminals, of

transferring funds from a first payment cardholder account associated with a first

cardholder to a second payment cardholder account associated with a second
cardholder, the method comprising the steps of?:

recelving an indication from said first cardholder at a first merchant terminal
that a transfer of funds is required to said second cardholder, wherein the indication
contains an identifier that may be used to obtain the card details of the second
payment cardholder from a database of cardholders and their associated identifiers,
and wherein the f{irst cardholder is prevented from accessing the card details of the
second cardholder;

generating a first payment card transaction at the first merchant terminal
between a first merchant and said first cardholder, wherein said first payment card
transaction 1s a first transfer, debiting said funds from said first payment cardholder

account and crediting said funds to said first merchant;

generating a second payment card transaction at a second merchant terminal
between a second merchant and said second cardholder, wherein said second payment

card transaction is a second transfer, debiting said funds from said second merchant
and crediting said funds to said second payment cardholder account; and

communicating said first and second payment card transactions to a host

across said network for processing payments corresponding to the first and second

payment card transactions, thereby debiting said first cardholder account and crediting

said second cardholder account.

2. A method according to claim 1, comprising the initial step of obtaining
authorization for the first payment card transaction prior to generating the first

payment card transaction.

3. A method according to claim 1, wherein the indication further identifies the

card details of the first cardholder.
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4. A method according to claim 1, whercin positive or negative amounts
associated with the value of funds to be transferred may be equal to the value of funds

to be transferred or may include a service fee applied to the value of funds to be

transferred.

5. A method according to claim 1, wherein the first payment card transaction 1s
conducted in the currency of the first payment cardholder account and the second
payment card transaction is conducted in the currency of the second payment

cardholder account in circumstances where the currencies of the first and second

payment cardholder accounts are different.

6. A method according to claim 1, wherein the indication is received from the

first cardholder over a computer network.

7. A method according to claim 1, wherein the indication is received from the

first cardholder over a telephone.

8. A method according to claim 1, wherein the first merchant terminal and the

second merchant terminal are the same.

9. A method according to claim 1, wherein the first merchant and the second

merchant are related but not the same.

10. A mecthod according to claim 9, wherein the first merchant terminal is resident
in a country of the first cardholder and the second merchant terminal is located in a

country of the second cardholder.

11. A method according to claim I, further comprising the step of identifying a

suitable second merchant from the card details of the second cardholder.

12. A method according to claim 3, further comprising the step of identitying a

suitable first merchant from the card details of the first cardholder.
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13. A method, performed by a computer system having a network of terminals, of
transferring funds from a first pavment cardholder account associated with a first
cardholder to a second payment cardhoider account associated with a second
cardholder, in response to receiving an indication from said first cardholder at a first
merchant terminal that a transfer of funds is required to said second cardholder, the
method comprising the steps of:

gencrating a first payment card transaction at the first merchant terminal
between a first merchant account and saild first cardholder account, said first

transaction, when processed debiting said funds from said first payment cardholder
account and crediting said funds to said first merchant account;

generating a second payment card transaction at a second merchant terminal
between a sccond merchant account and said second cardhelder account, said second
transaction, when processed, debiting said funds from said second merchant account
and crediting said funds to said second payment cardholder account, wherein the first
and second merchant accounts are respectively associated with the first and second
merchants, and wherein the first and second merchants are separate entities;

generating a third payment card transaction between the first merchant account
and a third cardholder account, said third transaction, when processed, debiting said
funds from said first merchant account and crediting said funds to said third
cardholder account, wherein the third cardholder account and the second merchant
account are accounts associated with the same entity; and

communicating said first, second, and third payment card transactions across

said netwaork to a host, wherein said transactions may be processed at said host such

that when said transactions are processed:
sald first cardholder account is debited and said second cardholder
account i1s credited, thus achieving transfer of funds from the first cardholder

to the second cardholder; and

said first merchant account is debited and said third payment
cardholder account is credited thus achieving reconciliation between the

credited first merchant account and the debited second merchant account.

14. A system for transferring funds in a network of terminals from a first payment
cardholder account associated with a first cardholder to a second payment cardholder

account associated with a second cardholder, comprising:
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means for receiving an indication from said first cardholder at a first merchant

terminal that a transfer of funds is required to said second cardholder, wherein the
first cardholder s prevented from accessing the card details of the second cardholder;

a database of cardholder information containing card details and their
assoclated 1dentifiers:

means for retrieving the card details of the second cardholder from the

database;

means for generating a first payment card transaction at the first merchant
terminal between a first merchant account and said first cardholder account, said
transaction, when processed debiting said funds from said first payment cardholder
account and crediting said funds to said first merchant account; means for generating
a second payment card fransaction at a second merchant terminal between a second
merchant account and said second cardholder account, said second transaction, when
processed, debiting said funds from said second merchant account and crediting said
funds to said second payment cardholder account; and

means for communicating said first and second payment card transactions
across said network to a host, wherein said transactions may be processed at said host
such that when said transactions are processed, said first cardholder account is debited

and sald second cardholder account is credited.

15. A system according to claim 14, comprising means for obtaining authorization

for the first payment card transaction prior to generating the first payment card

fransaction.

16. A system according to claim 14, wherein the system is adapted to perform

dynamic currency conversion on the first and/or second transactions.

17. A system according to claim 14, wherein the system is adapted to receive the

indication from the first cardholder over a computer network.

18. A system according to claim 14, wherein the system is adapted to receive the

indication from the first cardholder over a telephone.
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19. A system according to claim 14, wherein the system comprises a database

associating card numbers or ranges of card numbers to at least one merchant.

20. A system according to claim 19, wherein the system is adapted to determine
an appropriate merchant for use in the first transaction by comparison of the card

details of the first cardholder with entries in the database.

21. A system according to ¢laim 19, wherein the system is adapted to determine
an appropriate merchant for use in the second transaction by comparison of the card

details of the second cardholder with entries in the database.

22. A computer readable medium having stored therein instructions for causing a

computer system to perform the method according to claim 1,

23. A system for transferring funds from a first payment cardholder account

associated with a first cardholder to a second payment cardholder account associated

with a second payment cardholder, comprising:

means for receiving an indication from said first cardholder at a first merchant

terminal that a transfer of funds is required to said second cardholder,;

means for generating a first payment card transaction at the first merchant

terminal between a first merchant account and said first cardholder account, said first
transaction, when processed, debiting said funds from said first payment cardholder

account and crediting said funds to said first merchant account; means for generating

a second payment transaction at a second merchant terminal between a second
merchant account and said second cardholder account, said second transaction, when
processed, debiting said funds from said second merchant account and crediting said
funds to said second payment cardholder account, wherein the first and second
merchant accounts are respectively associated with the first and second merchants,

and wherein the first and second merchants are separate entities:
means for generating a third payment card transaction between the first

merchant account and a third cardholder account, said third transaction, when
processed, debiting said funds from said first merchant account and crediting said
funds to said third cardholder account, wherein the third cardholder account and the

second merchant account are accounts associated with the same entity; and
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means for communicating said first, second, and third payment card
transactions across said network to a host, wherein said transactions may be processed

at said host such that when said transactions are processed:
said first cardholder account is debited and said second cardholder

account is credited, thus achieving transfer of funds from the first cardholder

to the second cardholder; and

said first merchant account is debited and said third payment
cardholder account is credited thus achieving reconciliation between the

credited first merchant account and the debited second merchant account.,

24. A system according to claim 14, wherein the first merchant terminal and

second merchant terminal are the same.
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