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SECURITIES AUCTION SYSTEM AND
METHOD

CROSS REFERENCE TO RELATED
APPLICATIONS

[0001] Not Applicable

STATEMENT REGARDING FEDERALLY
SPONSORED RESEARCH OR DEVELOPMENT

[0002] Not Applicable

REFERENCE TO A SEQUENCE LISTING, A
TABLE, OR A COMPUTER PROGRAM LISTING

COMPACT DISC APPENDIX
[0003] Not Applicable
BACKGROUND OF THE INVENTION
[0004] The present invention pertains to a method and sys-

tem for trading financial securities or instruments, and more
specifically to the web based solicitation, collection and
transparent real time dissemination of bids on specific lots of
securities.

[0005] Traditional methods of trading securities vary
among the types traded. Most common is the two-sided mar-
ket or quoted market. With this method market makers
express a bid and or offer side on a specific security. That
market is then disseminated electronically, verbally or in print
to other interested parties who may add to or act upon the
market. This method of trading works well in actively traded
securities such as equities or US Treasuries. There are other
less actively traded securities markets where the liquidity
required for this method to be effective is not readily avail-
able. Those markets have developed alternative methods of
trading.

[0006] Inthe US municipal bond market, there are in excess
011,200,000 unique securities outstanding, each identified by
a CUSIP number, comprising obligations of approximately
50,000 issuers. CUSIP is the acronym for Committee on
Uniform Securities Identification Procedures. On average
approximately 17,000 unique securities trade daily. Due to
market supply and demand those may vary on a daily basis. It
is not feasible to expect active markets on all municipal secu-
rities. Inresponse to this circumstance the US municipal bond
market employs two additional methods of trading.

[0007] Dealers and brokers compile lists of offerings on
lots of bonds that are available for purchase at a specified
price. They disseminate these lists verbally, in print or elec-
tronically to other market participants, who in turn may enter
into negotiation to purchase all or part of said lot. These lists
are commonly referred to as offering lists or offering runs.
They are available on various trading platforms and from
information service providers as well as being distributed
verbally and by e-mail.

[0008] The second additional method of trading employed
in the US municipal bond market is “Bid Wanted”. Prior art
for this method can be traced back to 1949 with the formation
ofJ.J. Kenny & Co. a municipal securities broker’s broker. In
this process the potential seller will solicit a bid through a
“broker’s broker” [inter-dealer broker or “IDB”]. To protect
the anonymity of parties involved the broker conducts the
process acting as an agent on an undisclosed basis. The seller
maintains the right to determine if the bonds will trade. This
method may be carried out verbally, electronically or via a
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hybrid method combining voice and electronic trading. In this
process bids are only disclosed to the seller.

[0009] Legal and regulatory requirements imposed by the
NASD and the SEC seek “best price” execution and more
open methods of trading. In markets where obtaining the
“best price” for securities that may be inactive or infrequently
traded, this presents a unique challenge.

[0010] The availability of market data alone does not
ensure transparency. The open dissemination of this data is a
demanding task of it’s own. Obtaining dynamic updating of
securities markets on a computer requires the use of a dedi-
cated terminal or of a program installed on the end user’s
computer. Dedicated terminals are expensive and take up
valuable desktop space. The use of a program has several
inherent problems evident in the areas of connectivity and
network security. In many cases there are changes required to
the end users network infrastructure and or security policies
for the program to work properly. The use of client side
software also presents the problem of maintenance. Upgrades
or modifications to the program require users to re-install or
update the software residing on the client, a time consuming
and therefore expensive process. U.S. Pat. No. 6,876,309
issued Apr. 5, 2005 to David Lawrence discloses a computer
implemented bond trading system for a private electronic
auction conducted by a broker between multiple bidders and
a seller whose identity is undisclosed. Although the broker’s
computer system receives the bids and determines the high
bid, the bids are not disclosed to the various bidders or par-
ticipants, and there is no provision for automatically updating
the bids on a computer screen visible to all bidders in real time
as the auction proceeds.

BRIEF SUMMARY OF THE INVENTION

[0011] It is an object of this invention to provide a novel
method and system for trading securities that address legal
and regulatory requirements while permitting easy, open,
dynamic access to the system and the data derived from it.
Another object of the present invention is to provide a novel
and improved system for trading securities, which may use
electronic, computer, Internet and web media procedures,
components, and systems readily available in the market.
[0012] Withtheapplication of web based technologies such
as remote scripting and “AJAX” [asynchronous java script
and XML ] a combination of web technologies that provides
for the dynamic update of web page content, the present
invention provides a price transparent dynamic securities
auction system which can be implemented on a web site for
use in the securities markets. This method provides an auction
where all bids are displayed and accessible to all bidders as
the auction proceeds so that a bidder has knowledge of com-
peting bids to help decide when and how much to bid, if at all,
during the auction. Additionally, in accordance with the
present invention, the bids are automatically updated on a real
time basis as the auction proceeds. Thus the method and
system of the present invention improves the knowledge and
transparency of an electronic securities auction and effec-
tively eliminates network, connectivity and maintenance
problems encountered with prior methods, creating a novel
and innovative trading method and system previously
unknown.

[0013] Access to the system requires no special software.
The client side requires a standard JavaScript enabled web
browser such as Internet Explorer, Firefox or Netscape to
provide dynamic data transfers between the system and the
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end user. The databases and programs utilized by the system
reside on a host computer network accessed by users over a
connection established via the Internet or a dedicated private
circuit. An individual login permitting only single sign on is
required and all data transfer is encrypted.

[0014] Once logged on a user may search the database of
available auction items by various criteria specific to the type
of' security traded. Bids associated with each auction item are
displayed on a results screen and updated dynamically while
a bidder, seller or other participant views the page. The user
may enter items for auction by means of a web form on which
they provide an amount, CUSIP, or other unique identifying
number, a time for the auction deadline time [sharp time] and
atime by which the determination of trade will be made by the
seller [firm time]. They may also enter bids on auction items
by means of another web form that provides detailed infor-
mation pertaining to the security for auction and the specifics
of'the particular auction. This form is referred to as the “Auc-
tion Detail”. In another embodiment of the present invention,
the auction is conducted under the condition that the highest
bidder at the auction deadline time buys the securities at the
highest price bid. Provided that the price is equal to or greater
than a predetermined will trade price that is set by the seller at
the time the auction item is submitted. In other words, a trade
is deemed to have occurred with the highest bidder existing as
of'the auction deadline time provided that the will trade price
has been reached.

[0015] The system includes a user configurable alert fea-
ture that provides users with real-time notification of system
activity along with dynamic updates as to the status of auction
items the user may be looking to sell or buy. Each alert
contains a link to the “Auction Detail” for the item where all
bids are visible and dynamically updated. The “Auction
Detail” also contains links to historical trade, auction and
offering data on the security up for auction. The openness of
the bidding process, specifically the ability to view all bids
while the auction is in progress is a unique and novel aspect of
the system.

[0016] In most instances the operator of the securities auc-
tion system of the present invention would be required to be
registered as a broker dealer who complies with regulation
ATS or as an exchange with the SEC

[0017] The operator of the Securities Auction System will
act as a contra party on all trades to both seller and buyer. All
users remain anonymous thus protecting their market activity
from other competitive participants while all prices are vis-
ible enhancing the transparent aspect of the system.

[0018] Execution of a trade which is at the discretion of the
Seller, may take place electronically via a direct link to the
seller or buyer’s operations system making use of straight
through processing [STP] or verbally through the operators
trading desk. Other objects and advantages of the present
invention will become apparent from the following more
detailed description taken in conjunction with the attached
drawings.

BRIEF DESCRIPTION OF THE DRAWINGS

[0019] FIG. 1 is a view of the navigation structure of the
system
[0020] FIG. 2 is a view of the Auction Entry Screen. This

screen provides a form on which users may submit requests
for bids on auction items.

[0021] FIG. 3 is a view of the Auction Entry Confirmation
Screen. This screen provides the seller of an auction item the
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ability to verify the description and specifications of the item
before final submission. The screen also shows matching
bonds available in other parts of the “complete trading sys-
tem” if applicable.

[0022] FIG. 4 is a view of the Auction Search Screen. This
screen provides the user with the interface to search the data-
base of current auction items by specific criteria relevant to
the type of security or item up for auction. The example is
specific to municipal bonds. The search criteria on the screen
would vary according to the specific features of the type of
security. The screen also provides options for the format in
which the results are displayed.

[0023] FIG. 5 is an example of the results presented from
the Auction Search Screen. The result screen presented is the
preferred default format specific to municipal bonds. There
would be multiple formats available depending on user pref-
erence. All results screen formats would contain descriptive
information and the current high bid or trade price. The high
bid will update dynamically when a new high bid is submit-
ted.

[0024] FIG. 6 is a view of an Auction Detail. This screen
shows all the information pertinent to the auction item includ-
ing all bids made on the item time stamped and listed in order
dynamically updated. It provides links to other available
functions and the form on which a bidder may submit a bid.
The seller may also submit sell orders from this screen.
[0025] FIG. 7 is a view of the History available from a link
on the Auction Detail. This is historical data derived from the
system or the “complete trading system”, if applicable, on the
specific auction item. The data contains all bids, offerings, bid
Wanted and Auction Items entered or transacted on the sys-
tem for the specific security.

[0026] FIG. 8 is a view of the Calculator available from a
link on the Auction Detail and from a link on the price of each
item on the results page. The calculator performs up to 20
calculations at once and provides links to additional data on
sinking fund and call schedules for each security. The
example is specific to municipal bonds.

[0027] FIG. 9 is a view of the Program Alerts Screen. This
screen provides the interface for the user to program the
system using specific criteria to deliver notification of system
activity.

[0028] FIG. 10 is a view of the Portfolio Monitor Alert
Screen. This screen provides an alternate interface for the user
to program alerts. It is designed to permit monitoring the
system for activity on a specific portfolio by either CUSIP or
other identifying number.

[0029] FIG. 11 is a view of the Alerts Pop-up Screen. It
displays information corresponding to alerts programmed in
the Program Alert Screen or the Portfolio Monitor Alert
Screen as well as system generated alerts pertaining to the
users activity.

[0030] FIG. 12 is a view of the My Trade’s Recap Screen.
This screen displays a users trade activity for the day.
[0031] FIG. 13 is a view of the My Bid’s Recap Screen.
This screen displays a users bid activity for the day.

[0032] FIG. 14 is a view of the My Item’s Recap Screen.
This screen displays a users Auction requests for the day.

DETAILED DESCRIPTION OF THE INVENTION

[0033] Referringto the drawings in detail there is shown for
illustrative purposes only a securities auction system in accor-
dance with preferred embodiments of the present invention
which leverages current web based technologies to provide
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for the dynamic update of content within a web page to
achieve transparent trading and best price execution in the
market place. Although the present invention is particularly
useful in the secondary US municipal securities market, the
invention may be adapted to virtually any type of financial
instrument or security. The invention is particularly useful for
trading in over-the-counter markets or in inactively traded
securities where obtaining the best price for the security may
present a difficult challenge. The preferred embodiment
described herein pertains to the U.S. municipal securities
market but it will be apparent that the present invention may
be applied to other markets both domestic and foreign.
[0034] The system includes databases and programs that
reside on a host computer network having one or more servers
and other standard network apparatus (henceforth referred to
as the server side) and various web pages that contain static
and dynamic HTML and scripts that are accessed by users
with a standard java-script enabled web browser on a com-
puter via the internet or through a proprietary direct connec-
tion (henceforth referred to as the client side). No additional
software downloads or installs are required on the client side.
Dynamic update of content on the client side is accomplished
with remote scripting, a process where a script contained in
the client web page initiates a connection to the server side to
receive a file that is created by a program on the server side
that contains updated data relevant to the specific component
of the client web page. That specific component is then
updated without refreshing or reloading the entire web page.
As new technologies and methods emerge in web design and
programming the operator will take advantage of them to
improve performance of the system.

[0035] The Securities Auction System of the present inven-
tion is intended to operate as an Exchange or Alternative
Trading System (ATS) registered with the Securities
Exchange Commission (SEC). It may also function as a
stand-alone system or be part of a “complete trading system”
implemented by an operator. The system may be used to trade
in a fully electronic fashion or in a hybrid method, which uses
a combination of electronic trading and traditional voice bro-
kering. The graphic user interfaces (GUI) described herein
provide access to insert and update the databases and to view
the data in the system. Alternately, a user of the system may
receive data and make inserts or updates by means of a direct
data feed with the system. This method may be preferred by
some securities dealers or sophisticated investors who utilize
proprietary trading systems to aggregate market data.
Regardless of the method, all inserts and updates to the data-
base are recorded in a log file to provide a permanent record
of activity in the system.

[0036] Access to the securities auction system is accom-
plished by navigating to a web site where a username and
password are entered. The login is restricted to a single con-
current sign in. If access is attempted from a second location
using the same username and password it is denied. Data
transfer between the server and client is encrypted using
Secure Sockets Layer (SSL) encryption.

[0037] Navigation of the system is accomplished from a
menu on a web page that is displayed after login. Referring to
FIG. 1, in one embodiment of the securities auction system
where the invention is implemented as a stand-alone trading
system the only button or link to appear may be the Auction
button 15. The other buttons 16 thru 22 would appear as drop
down or expanded menu options from Auction button 15. The
All button 16 initiates a search of the database for all Auction
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Items for the day. Search button 17 links to a web page with
the Auction Search Screen (FIG. 4). My Trades Button 18
initiates a search for all trades executed by the logged in user
during the current trading session and returns results as dis-
played in (FIG. 12). Auction Entry button 19 links to a web
page with the Auction Entry Screen (FIG. 2). 1 MM & Up
button 20 initiates a search of the database for all Auction
Ttems for the day with a par value of $1,000,000 or more. My
Bids button 21 initiates a search for all bids made by the
logged in user during the current trading session and returns
results as displayed in (FIG. 13). My Items button 22 initiates
a search for all Auction Items entered by the logged in user
during the current trading session and returns results as dis-
played in (FIG. 14). The functions the buttons initiate or the
web pages they link to may vary depending upon the embodi-
ment of the system. For example if the system were imple-
mented in Emerging markets there may be a button labeled
“Argentina” that would initiate a search of the database for the
current list of available auction items for securities that were
issued by the country of Argentina. The function of other
optional buttons would be apparent to those skilled in the art
of'the particular securities market that the system was imple-
mented in.

[0038] Bid requests for auction items may be entered using
the Auction Entry Screen (FIG. 2). The fields listed are
required fields for municipal bonds and may vary depending
upon the type of security the system is used to trade. To
request a bid from the system enter a CUSIP for the security
in the CUSIP field 23 and an amount that represents the par
value of the item you are submitting in the Amt field 24.
Amounts are entered in terms of thousands for example 100
represents $100,000.00 in par value of bonds. Select a Sharp
time from the drop down menu 25. This is the time the auction
will close and all bidding will be cut off. Select a firm time
from the appropriate drop down menu 26. This is the time bids
will be considered released. The seller has until the firm time
to determine if the securities will trade. All bids are consid-
ered firm until the firm time is reached. It is the bidders option
to accept or decline any trade request submitted after the firm
time. Special Settlement field 27 is to specify a non-regular
settlement date for the auction item. Regular settlement for
municipal bonds is trade date plus 3 days and will be assumed
if this field is left blank unless the security is WI (When
Issue), which will be discussed latter. Dollar Bids only field
28 is to be used by the seller to restrict bidding to bids entered
in a dollar price format. With this field checked yield based
bids will not be accepted by the system. This is common
practice for pre-refunded bonds where there may be defeased
calls prior to the refunding date or for securities that do not
accrue interest such as a bond that is in default. When the form
is complete click on the Submit button 27 on top of the page.
The account name or firm that the logged in user represents is
displayed on the top of the form 29.

[0039] Upon submission of the Auction Entry Form a pro-
gram on the server side creates a description for each security
for which a bid is being requested. The system maintains a
CUSIP master database that contains complete descriptive
data on all municipal securities. This database, which is
licensed from an information vendor is stored on the host
network and is updated daily or on an intra-day basis, depend-
ing on the provider and the license purchased. When an auc-
tion item is inserted into the system, specified data fields are
retrieved from the CUSIP master database and are stored in a
daily CUSIP table. The Auction entry program checks this
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table first for the CUSIP record. If a record is found it is
checked against the CUSIP master. If any differences are
found a choice is provided to the user as to which description
to utilize. If no record is found in the daily CUSIP table, the
CUSIP master is referenced. This is done to enhance the
performance of the auction entry process, ensure consistent
descriptions and utilize the most current available descriptive
data. An auction item is then created. Relevant data compo-
nents are stored in the auction table and a unique identifying
reference number is assigned to the item. Upon completion of
this process the auction confirmation screen (FIG. 3) is
returned.

[0040] The auction confirmation screen (FIG. 3) provides
for review of the auction specifics and descriptive data prior to
final insert of the item. Referring to FIG. 3, the description of
the auction item 31 is displayed. It contains elements deemed
important in determining the value of the security arranged in
a format that one familiar with the specific securities market
would easily interpret. To ensure the validity of the descrip-
tion the user may not modify it. Occasionally errors in the
source data occur. In such instances, with consultation and
consent from the listing client, the operator of the system
using an administrative function may modify descriptive
data. The particulars of the auction item 32 may be modified
on the client side. The CUSIP master contains a When Issued
indicator. The WI check box 33 will be appropriately marked
automatically by the system if the securities are When [ssued.
This is the one data field derived from the CUSIP record the
client may modify. Upon satisfactory review of the item
check the Submit check box 34 and click the submit button 36
to enter the item. To cancel submission check the Cancel
check box 35 and click the submit button 36. The auction
entry program also performs a search of the system or the
complete trading system if applicable for matching securities
by CUSIP. If found they are displayed on the auction review
screen. The amount, yield, concession, price and type of item
are shown 37. In this example the matching bonds are an
offering found in the complete trading system.

[0041] Searching for auction items in the system is accom-
plished with the Auction Search Screen (FIG. 4). Using this
screen you may also create, save, modify or delete searches.
The fields contained in the criteria section 38 of the search
screen, where not self-explanatory are evident to those famil-
iar with the type of security traded. To perform a search enter
the desired criteria and click the Go button 41. To save a
search enter the desired criteria along with a name for the
search in the Search name field 40 then click the Save button
42. To retrieve a saved search, select it from the Saved
Searches drop down menu 39. Once retrieved to execute the
search click the Go button 41. To delete the search click the
Delete button 44. To modify a search first retrieve it using the
Saved search dropdown menu 39, make the desired changes
to the search criteria 38 in the appropriate fields and click the
Save Button 42. The newly selected criteria will overwrite the
criteria of the existing search. The Reset button 43 will blank
the entire form.

[0042] Upon submission ofthe search criteria the database
is queried and results are returned on the results screen (FIG.
5). There may be multiple result formats available depending
on the securities traded and the preferences of the user. These
alternate result formats may be viewed by clicking on the
links 49 on the results page, however the results will always
contain certain elements and will be updated dynamically
without a page refresh as new auction items that match the
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criteria are submitted to the system. Along with the security
description, which may vary in detail, each item displays the
current status of the auction 45 updated dynamically. In the
example “N/T” indicates no trade. No status indicates the
item is open for bidding and “TRD” indicates the item has
traded. Results are also color coded to indicate different sta-
tus. The reference or item number 46 is also displayed for
every item. The CUSIP 47 is always displayed and provides a
link to the Auction Detail screen (FIG. 6). The current high
bid 48 is displayed for each item and dynamically updated as
new bids are entered into the system. The display of the high
bids and the dynamic updating of bids along with certain
other data elements of the results page are novel features of
the securities auction system of the present invention.

[0043] The Auction Detail screen (FIG. 6) brings all the
datarelevant to a single item together. As previously noted the
screen is accessed by a link from the CUSIP on the results
screen. The series of buttons along the top of the screen 50
thru 54 provide links to additional data. Previous button 50
and Next button 51 displays the previous or next item detail in
the search results. TBMA button 52 provides a link to “The
Investing in Bonds” web site where the MSRB (Municipal
Securities Rule-making Board) trade history for the specific
security is displayed. The History button 53 displays histori-
cal data (FIG. 7) derived from the auction system or the
complete trading system, if applicable, on activity for the
specific security such as a bid, offering, market or prior Auc-
tion item that may or may not have traded. Data retrieved here
is proprietary to the system and may not be available from any
other source. Calculator button 54 links to the securities cal-
culator (FIG. 8) preloaded with the description and elements
of' the specific security. The particulars of the auction item 55
are listed next. The data displayed here is clearly labeled. The
status of an item may be updated from the Trade Status drop
down menu 56. The options available are Pending, No Trade,
Sold or Traded Away. The later indicates the securities traded
away from the auction system and are no longer available.
This status may only be updated by the listing client who
accomplishes this by selecting a status from the Trade Status
drop down menu 56 then clicking on the Update button 57.
When an item has been marked Sold the trade Status Drop
down Menu automatically adjusts and may not be modified. A
message is sent to the high bidder, via the alert system, to
notify them of their purchase. As discussed earlier all bids are
firm until the firm time. A condition of bidding on an auction
item obligates the high bidder to accept the trade up to the firm
time. Trades may be executed after said time through the
operators trading desk. A concise description of the security
58 is included on the auction detail. It contains data elements
deemed relevant to the pricing of the security. In this embodi-
ment the detail displays independent price evaluations 59
from two sources. This data is for information only and is
intended to aid a bidder in setting their bid price. It is an
independent parties appraisal of the value of the security. This
data is available at a fee from the provider and requires a
license for re-distribution. The bid display (60) lists all bids in
high to low order. Yield and concession bids are converted to
price and net yield; price bids are converted to net yield. Each
bid is time stamped with the time the bid was entered. In the
event of a tie high bid the first bid entered will be considered
the high bid. The Scale column 61 indicates the spread of the
net yield of each bid to a bellwether yield curve for the market
such as MMD, MMA or S&P yield curves in the municipal
market.
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[0044] Bids are entered on the bottom of The Auction
Detail screen (FIG. 6). Bids may be entered in yield, yield and
concession or price. A bid may be submitted by entering a
Yield with or without concession or a price in Bid row 62 then
clicking the submit button 68. A bid entered here must be
greater than or equal to the current high bid plus the Bid Price
Increment 67. The Bid Price Increment 67 is set by the system
when the item is inserted. It is dictated by the par value and
maturity of the item with shorter maturities and larger
amounts having smaller bid price increments. A bid may be
increased at any time but may not be lowered or withdrawn
without good cause. The system administrator only may
lower or withdraw a bid. A bidder may specify a bid is flat 64
(calculated without accrued interest) or may submit a “Will
Bid” 65 to indicate an interest in bidding the item at a later
time or a “Pass” 66, to indicate no interest in bidding the item,
by checking the appropriately labeled check box. If “Will
Bid” 65 is selected the system will send an alert to the poten-
tial bidder 10 minutes prior to the Sharp time for the item.
When entering a bid in Auto Bid Up To row 63 the system will
automatically insert a bid equal to the current high bid plus the
Bid Price Increment 67 not exceeding the level entered, and
thereafter automatically increase your bid, any time it is
topped out, by the Bid Price Increment 67 or multiples thereof
until it is high, not exceeding the Auto Bid Up To level. The
Bid 62 and Auto Bid Up To 63 fields may be used in conjunc-
tion to enter an initial bid at a level greater than the current
high bid, plus the Bid Price Increment 67 that will be
increased up to the Auto Bid Up To level by the Bid Price
Increment or multiples thereof when necessary to top out
another bid, not exceeding the Auto Bid Up To level. The Auto
Bid Up To level is considered confidential and not displayed
to other participants in the auction.

[0045] As previously noted the system contains dynami-
cally updated components. Certain data on viewed pages
updates in real time. The prices and auction status on the
detail are among those elements. The program used to accom-
plish this is the “Alerts” program. When a client loads a page
that contains a dynamically updated component a script in
that page sends a message to the alert program on the server
side subscribing to updates to those specific elements. This
program is also used to send round up messages (described
above in paragraph 41), trade messages or other messages,
which may be triggered by client activity or automatically
generated by the system, to the client. Additionally there are
two graphic user interfaces (GUI’s); the program alerts screen
(FIG. 9) and the portfolio monitor alert (FIG. 10) provided for
this program that permit the client to configure alerts to moni-
tor specific activity in the securities auction system or the
complete trading system.

[0046] The program alerts screen (FIG. 9) provides an
interface for the user to configure, save and modify alerts that
monitor system activity. The criteria fields 69 are similar to
the criteria fields 38 on the auction search screen (FIG. 4).
Where not self-explanatory the criteria are evident to those
familiar with the type of security traded. To configure and
save an alert select the type of activity you wish to monitor in
the top row 70 in the criteria section 69. The types of activities
available here may vary with the type of security traded. Then
specify the criteria for the data elements of the securities to be
monitored in the criteria section 69. This section of the screen
contains a CUSIP List field 71 into which you may type or
paste a list of up to 5000 CUSIPs to be monitored. Next enter
a name for the alert in the Alert name field 75 and click the
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Save/Go button 76. The Reset button 77 will blank the entire
form. To modify a saved alert select it from the saved alert
dropdown menu 74. When retrieved the criteria of the alert
will fill in the form where it may be modified. When modified
the changes may be saved by clicking on the Save/Go button
76. To delete a saved alert select it from the Saved Alerts
dropdown menu 74 then click the delete button 78. Individual
alerts may be turned on or off by retrieving the alert from the
Saved Alert drop down menu 74 then setting the “This Alert
is” dropdown menu 72 to the desired option. The alert pro-
gram may be deactivated for the signed on user by selecting
the “turned off” option from the “Alerts are” dropdown menu
73. This option will turn off client configured alerts but not the
updating of dynamic content within the system. The Alert
popup screen (FIG. 11) may be retrieved by clicking on the
“Show my last alerts™ link 79.

[0047] The Portfolio Monitor Alert screen (FIG. 10) con-
tains selective functionality from the program your alerts
screen (FIG. 9). It is designed to provide a condensed method
for the client to configure alerts to monitor system activity for
a specific portfolio defined by CUSIP. Instructions to use the
screen are visible on the form. 1-Select the activities you wish
to monitor 80. 2-Set the amount 81 and freshness 82. 3-Enter
CUSIPS 83. 4-Enter a name 84 and click Save/Go 85. Alerts
may be modified or deleted by retrieving the alert from the
Saved Alerts dropdown menu 88. Make the desired changes
then click Save/Go 85 or to delete click the delete button 86.
Once retrieved an individual alert may be turned on or off by
selecting the desired option from the “This Alert is” drop-
down menu 89. To retrieve the Alert popup screen (FIG. 11)
click on the “Click here to show my last alerts” link 90 on the
bottom of the form.

[0048] In the described embodiment of the present inven-
tion Alerts are presented in a popup window (FIG. 11). When
an event that matches the desired user configured criteria or a
system-generated event directed to the client occurs a win-
dow that contains a message will popup on the client side.
These alerts notify the client of new items entered into the
system or a change in status of items they have bid on or
entered a “Will Bid” on as well as updates to bids on items
they have submitted for auction. The alert system also pro-
vides a method to monitor overall market activity through a
data feed provided by the MSRB (Municipal Securities Rule-
making Board) of reported trades in the municipal securities
market. The CUSIP number 91 is a link to the Auction Detail
(FIG. 6) for the item. The Alert Screen may be left open in
which case it will behave like a vertical ticker with the most
recent alerts appearing at the top of the screen scrolling down,
as new ones are received. If the alert screen is closed it will
popup again when a new alert is received. The Pause Alert
button 92 on the top of the alert screen will stop the screen
from updating. This feature is useful during times of heavy
market activity where the number of alerts may be too great to
follow effectively. Alerts may be resumed by clicking on the
button a second time. When resumed all alerts you would
have received during the pause will be sent. Clicking on the
Turn Alerts Off button 93 will turn off alerts. To turn alerts
back on you must use the Alerts are activated dropdown menu
73 on the program alerts screen (FIG. 9). In an alternate
embodiment alerts may be presented in a frame on a web
page. The frame may fill part of the page or may be hidden or
expanded to fill the entire page. With the addition of a GUI to
provide clients a free form field into which text may be
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entered the alert system may be utilized as an instant message
system between logged-in clients.

[0049] The following is a summary of one example of an
auction from start to finish. A securities dealer or other autho-
rized customer of the operator of the Securities Auction Sys-
tem who desires to sell a block of securities, at a market price
yet to be determined, would access the operators web site and
using the navigation structure (FIG. 1) click on the Auction
Entry button (1 9) to access the auction entry screen (FIG. 2)
The potential seller then enters the CUSIP of the securities in
the CUSIP Field (23), the par value of the lot in the Amount
Field (24) and selects a Sharp Time, the time at which bids are
due and further bidding on the auction will be closed, from the
Sharp drop down (25), and a Firm Time, the time till which all
bids are considered firm, from the Firm drop down (26). If the
seller requires a special settlement date it is entered into the
special Settlement field (27). If the seller would like to request
that bids be entered only in the dollar price format check the
Dollar Bids Only check box (28). With this information com-
pleted the potential seller then clicks on the Submit button
(30).

[0050] The next step inthe auction entry process is to verity
the data entered before final submission to the system. Upon
clicking the Submit button (30) the Auction Entry Confirma-
tion Screen (FIG. 3) is returned. The potential seller reviews
the description of the security (31) and the parameters of the
auction (32). When satisfied check the Submit check box (34)
then click the Submit button (36). An auction item has been
created and is available to potential bidders for review.
[0051] Potential bidders may become aware of an item of
interest using several methods. They may conduct a manual
search of auction items using the Auction Search Screen
(FIG. 4) Enter the criteria for the characteristics of the secu-
rities in which you have interest in the criteria search fields
(38) and click the Go button (41). Searches may be saved. To
implement a saved search select it from the saved search drop
down (39) and click the Go button (41). In either instance you
will be presented with the Auction Search Results screen
(FIG. 5). Alternately a potential bidder may become aware of
an item of interest through the alert system.

[0052] Alerts are programmed on the Program Alerts
Screen (FIG. 9) or the Portfolio Monitor Alert Screen (FIG.
10) and monitor the system for items of interest to the user.
When an item, that matches the criteria of a pre-programmed
alert, is entered into the system a message in the form of the
Alerts Pop-up Screen (FIG. 11) is sent to the user.

[0053] By whatever means a potential bidder becomes
aware of an Auction the bidding procedure is the same. The
CUSIP (47) on the Auction Search Results screen (FIG. 5)
and (91) on the Alerts Pop-up Screen (FIG. 11) is a link to the
Auction Detail (FIG. 6). A bidder may enter a bid in the bid
entry field (62) and click Submit button (68). A detailed
description of the process is discussed above in paragraph
[0041]. Other functionality of the detail screen is discussed
above in paragraph [0040].

[0054] All parties, weather participating or not, may moni-
tor the progress of the auction. At the sharp time a message is
sent to the potential seller via the alert system that the auction
has closed. The message contains a link to the Auction Detail
(FIG. 6). The seller reviews the bids on the auction detail
(FIG. 6) and decides to trade the securities by changing the
trade status drop down (56) to Sold and clicking the update
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button (57). A message is then sent to the high bidder via the
alert system that they have successfully won the auction and
have purchased the securities.

[0055] Although a preferred embodiment of the present
invention has been shown and described above, variations,
adaptations and modifications of the present invention will
become apparent to those skilled in the pertinent art but
without departing from the scope of the present invention,
which is indicated in the appended claims.

What I claim as my invention is:

1. A method of conducting a securities auction including
the steps of using a website on the internet to list the securities
for sale and request bids from participants to buy the securi-
ties, displaying on a website bids from the participants for
buying the securities including the price of the bids such that
the bids including the bid prices are available to all partici-
pants during the auction, and updating on the website infor-
mation pertaining to the auction including whether or not the
securities were purchased by a participant.

2. The method defined in claim 1 including the step of
updating the amount and price of new bids in real time on a
computer screen accessible to all bidders or participants as
the auction proceeds.

3. The method defined in claim 1 including the step of
providing a host computer network including a computer
having databases and programs to be accessed by participants
or bidders through a connection established through the inter-
net.

4. The method defined in claim 3 including the steps of
displaying and dynamically updating auction bids on a com-
puter screen accessible to all participants or bidders as the
auction proceeds.

5. The method defined in claim 4 including the step of
searching on an auction search screen through a database of
available auction items specific to the type of security traded.

6. The method defined in claim 5 including the step of
accessing an auction detail screen of the computer network
showing all bids made in price order and other information
pertinent to the auction and including links to other functions
concerning the auction or the securities being auctioned, and
further including forms for submitting bids and forms for
selling orders.

7. The method defined in claim 6 including the step of
accessing a program alert screen for notification of activity
pertaining to the auction including activity of participants or
specific portfolios.

8. The method defined in claim 3 including the step of
accessing the computer network using a standard Java script
enabled web browser.

9. The method defined in claim 3 including steps wherein
the Seller executes a trade and wherein the sale of the secu-
rities is recorded on a screen accessible to all participants or
bidders.

10. A securities auction system including a computer hav-
ing a program for requesting bids from participants using the
internet, said program having means for displaying bids from
participants on a screen for access by all participants during
an auction, and means for automatically updating all bids on
the screen on a real time basis such that all participants have
access to all the bids as the auction proceeds.

11. The system defined in claim 10 wherein said computer
has databases and programs for searching information on the
securities and auction, and for alerting participants as to activ-
ity pertaining to the auction.
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12. The system defined in claim 11 wherein said databases
and programs include means for producing forms for submit-
ting bids and forms for selling orders, and permitting seller
and bidders to execute securities trades using the Internet.

13. A system for trading securities including in combina-
tion, a computer system including a website containing secu-
rities to be auctioned, means for potential buyers of the secu-
rities to access the website and to enter bids for purchasing the
securities, said computer system having means for displaying
all bids received on the website such that the bids including
the prices thereof are accessible to all bidders to enable poten-
tial buyers to have knowledge of the status of the auction as it
proceeds and to assist the buyers in deciding whether to enter
a bid and the price of the bid to be entered.

14. The system defined in claim 13 wherein said computer
system has means for automatically displaying new bids to
potential buyers on a real time basis as the auction proceeds.

15. The system defined in claim 13 wherein said computer
system has means for receiving and displaying requests for
bids by a potential seller of securities.

16. The system defined in claim 15 wherein potential buy-
ers and sellers of securities may access the website through
the Internet.
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17. A method of trading securities including the steps of
displaying the securities to be sold on a computer website,
receiving and displaying on the website bids to purchase the
securities, and displaying all bids on the website such that all
bidders or potential bidders have access to the bids as the
auction proceeds.

18. The method defined in claim 17 including the steps
wherein the seller reviews the bids on the website and enters
into the website that the securities are for sale at a price bid by
the highest bidder.

19. The method defined in claim 17 including the step of
setting an auction deadline time by which the auction ends
and the highest bidder is deemed to have bought the securities
provided the price is equal to or greater than a predetermined
will-trade price that is set by the seller at the time the auction
item is submitted.

20. The method defined in claim 17 including the steps of
entering a bid at any level greater than the current high bid
plus a predetermined increment and automatically increasing
the bid in one or more increments to top out any new higher
bids that may be entered but not to exceed a predetermined bid
level.



