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Dear Mrs. Enders, 

Thank you for the opportunity to propose NetSuite’s support for Association of Public Health Laboratories’ 
ERP initiative. NetSuite is pleased to respond to your request for proposal and will deliver a world-class 
solution for APHL. 

Our vision for APHL team is a world class ERP software environment that will allow you to meet/exceed 
the following goals: 

 Integrate existing data systems (public and internal) into a unified system 

 Facilitate/automate complex business processes /workflows to improve productivity and reduce costs 

 Simplify and enhance reporting, including metrics on organization performance 

 Create a scalable application platform that is sustainable, easily adaptable and easily maintained and 
supported by in-house IT staff 

APHL has clearly stated the primary objectives are to identify a new application which has capabilities to 
meet today’s requirements and to provide a scalable path to all future requirements. Moving to NetSuite 
will help achieve this and can also provide the benefits of accelerated and improved decision-making and 
significant cost-savings. 

NetSuite currently powers over 24,000 companies and nonprofits, including: Qualcomm, Groupon, 
United Healthcare, Williams-Sonoma, Knowledge Universe, Girl Scouts of America, Imagine!, and 
the Open Society Institute.  

The following are just some of NetSuite’s key benefits: 

 Seamlessly integrate development and accounting for a single version of the truth. 

 Optimize project and grant initiatives by gaining real-time visibility into budgets vs actuals. 

 Increase fundraising effectiveness and achieve a 360-degree view of constituents. 

 Streamline global operations and take advantage of global financial capabilities for operations 
abroad. 

 Drive ecomm erce  revenue by selling products and services online and build engaging, 
collaborative social communities. 

We look forward to working together to meet the goals of APHL. We are confident that we can provide an 
unmatched ERP solution to address your requirements. If you have questions regarding this proposal, or 
if you need additional information, please feel free to contact me directly. 

Regards, 

Anne Nagle 

Account Executive 

240.409.2224 

anagle@netsuite.com  

 

mailto:anagle@netsuite.com
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Corporate Overview 

NetSuite is the world's leading provider of cloud-based business management software. NetSuite helps 
companies manage core business processes with a single, fully integrated system covering 
ERP/financials, CRM, ecommerce, order and inventory management and more. 

NetSuite Inc., a publicly traded Corporation (NYSE: N), was founded in September 1998 as accounting 
software company, NetLedger, by Oracle CEO Larry Ellison and one of his early employees, Evan 
Goldberg. NetLedger was later renamed to NetSuite, Inc. in 2003. Today, headquartered in Silicon Valley, 
NetSuite has 3,357 employees across ten offices throughout the U.S., Canada, Europe, Asia and 
Australia. 

More than 24,000 high-growth and midsized companies and divisions of large enterprises use NetSuite to 
run more effectively without the high costs and inefficiency of on-premise systems. By using NetSuite to 
automate operations, streamline processes and access real-time business information anytime, 
anywhere, growing businesses realize breakthrough performance improvements. 

NetSuite also offers industry-specific solutions for professional services, software, wholesale distribution, 
and manufacturing, and retail. NetSuite OneWorld helps global, multi-company organizations manage 
subsidiaries better with robust multinational, multi-currency support.  

Named by Gartner as the fastest growing top financial management solution, NetSuite has won more 
than 80 awards from industry groups for its products, innovation, leadership and corporate culture: 

 2014 NetSuite ranked 2nd in Forbes' list of the World's Most Innovative Growth Companies. 

 2014 CRN 5-Star Partner Program Guide Winner 

 2014 CODiE Award - NetSuite SuiteCommerce for Best Commerce Solution 

 2014 CODiE Award - NetSuite PSA for Best Project Management Solution 

 2014 CODiE Award - NetSuite OneWorld for Best Financial Management Solution—the fourth CODiE 
received for NetSuite OneWorld 

 2014 CODiE Award for Best Financial Management Solution 

 2014 CRM Excellence Award - CUSTOMER Magazine 

NetSuite is the only company that won three CODiE Awards in the SIIA's software awards category in 
2014. 

Please refer to our website at http://www.netsuite.com/portal/company/awards.shtml to view all NetSuite 
awards.  

http://www.siia.net/blog/index.php/2014/05/siia-announces-codie-award-winners-for-software-and-services-industry/
http://outbound-call-center.tmcnet.com/news/2014/04/17/7783730.htm
http://www.netsuite.com/portal/company/awards.shtml
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Executive Summary 

A. Summary of Approach 

Whether your mission is helping the local community or providing international outreach to empower and 
educate for global causes, one thing is certain—nonprofit organizations face tremendous complexity and 
operational challenges. They often run a myriad of disparate applications and spreadsheets and lack 
tools that are affordable, effective and purpose-built to meet their 
unique needs. 

Ultimately, this doesn’t just impair operational efficiency; it undermines 
the ability to make the social impact nonprofit organizations aspire to. 

With NetSuite’s unified business management solution, nonprofit 
organizations can manage their entire end-to-end operations with a 
single, flexible and powerful business application—integrating 
nonprofit accounting, fundraising, constituent relationship 
management (CRM), enterprise resource planning (ERP), inventory 
management, ecommerce and more. 

Product Overview 

Constituent Relationship Management 

Break down silos and empower your organization with a 360-view of your donors, volunteers, supporters, 
clients–all in one place. 

Fundraising 

Manage your entire revenue lifecycle, from pledge to payment and grow the support you need for long-
term success. 

Finance and Accounting 

Gain efficiencies with a powerful nonprofit financial management and accounting system purpose-built to 
meet the complex needs of nonprofit organizations. 

Spend Management 

Ensure full accountability and stewardship of funds and gain complete control and visibility over total 
spend. 

Financial Planning 

Equip your nonprofit with planning, budgeting and forecasting tools to ensure financial stability and growth 
and achieve your mission. 

Online Ecommerce 

Whether you sell publications, items or fundraising premiums, NetSuite’s ecommerce solution gets you up 
and running quickly and integrates with your entire organization. 

Reporting and Analytics 

From reporting and analytics to insight and decision-making, gain a more complete picture of your 
nonprofit on-demand and in real-time. 
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Global Business Management 

Expand your mission globally and focus your resources on achieving social impact, not managing IT 
complexity. 

Key Benefits 

 Seamlessly integrate 
development and accounting for 
a single version of the truth. 

 Optimize project and grant 
initiatives by gaining real-time 
visibility into budgets vs actuals. 

 Increase fundraising 
effectiveness and achieve a 
360-degree view of constituents. 

 Streamline global operations 
and take advantage of global 
financial capabilities for 
operations abroad. 

 Drive ecommerce revenue by 
selling products and services 
online and build engaging, 
collaborative social 
communities. 

Advanced Financials 

NetSuite Advanced Financials brings complementary financial management functionality to NetSuite 
including budgeting, expense allocations and amortization, as well as more flexible billing management. It 
helps ensure strong financial management by enabling the management and monitoring of budgets 
versus actuals. With expense management capabilities, NetSuite Advanced 

Financials provides sophisticated expense allocations that make it simple to assign expenses based on 
typical weightings, while amortization schedules enable expenses to be amortized over time with ease. 

With NetSuite Advanced Financials, finance departments can further automate billing processes and 
eliminate the manual work typically associated with billing customers. It enables the creation of highly 
customized billing schedules and templates, and automates the creation of invoices based on different 
types of orders. It even provides milestone billing schedules that ensure work is billed as it is completed 
according to a service contract. 

Budget Management and Reporting 

 NetSuite Advanced Financials makes it easy to track and manage budgets. 

 Simply enter budgets for accounts on a single screen, or use the Copy Budgets feature to rapidly 
create an entire budget based on another budget, or on actuals together with an uplift/downlift. 
Alternatively, create budgets in Excel and import them via CSV. 

 The Multiple Budgets feature allows you to set up and report on more than one budget for the same 
set of criteria, such as typical budget or a conservative budget scenario. 

 For budget reporting, NetSuite Advanced Financials provides Budget Income Statement and Budget 
vs. Actual reports, and enables you to create your own specific budget reporting. 
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Expense Allocations 

 With NetSuite Advanced Financials Expense Allocations, it’s easy to enter expenses without 
assigning them to classes, departments or locations, and later allocate them according to a weighted 
formula. Allocation schedules can be used once or set up to recur on a regular basis. 

 Dashboard reminders notify you when active allocation schedules need to be processed. After 
reviewing, you can create the journal entry for all the schedules with a single click. 

Amortization Schedules 

 Amortization schedules enable automated amortization of expenses over time and streamline 
processes such as the amortization of prepaid expenses. 

 Amortization schedules can also be linked to jobs to amortize expenses in proportion to a job’s 
percentage of completion. 

Billing Management 

 NetSuite Advanced Financials Billing Management makes it easy to set up billing schedules to 
accommodate many types of sales, 
such as billing plans based on 
installments, or those that require a 
set amount for an initial payment. 

 Billing schedules can apply to an 
entire sales order, or to each item in 
a sales order. Supports the creation 
of billing schedules on the fly from 
an estimate or sales order. 

 Enables instant previews of billing 
schedules from an existing estimate 
or sales order, with a clear view into 
scheduled billings for the 
transactions. 

 Integrates billing schedules into sales 
forecasts, spreading future billings 
based on the billing schedule across 
the forecast revenue period. 

 Ties billing schedules to sales 
commissions when combined with 
the Incentive Management module, 
enabling billing schedules to be factored into estimated commissions. 

OneWorld Module - Enterprise Edition (Included Module) 

NetSuite OneWorld includes 

 1 Subsidiary company  

 Multi- company / Multi-org support in single NetSuite Account  

 Segregated ERP and G/L for each Subsidiary  

 Global CRM and Sales Support  

 Multiple transaction and consolidation currencies  

 Local functional currency reporting for each Subsidiary  
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 Real-time consolidated financial reporting for multiple currencies  

 Multi-country regulatory tax and reporting support 

Implementation Services 

We have developed repeatable, cost-effective consulting and implementation services to assist our 
customers with integrating and importing data from other systems, changing their business processes to 
take advantage of the enhanced capabilities enabled by our integrated suite, implementing those new 
business processes within their organization and configuring and customizing our application suite for 
their business processes and requirements.  

Our consulting and implementation methodology leverages the nature of our cloud-based software 
architecture, the industry-specific expertise of our professional services employees and the design of our 
platform to simplify, streamline and expedite the implementation process.  

We generally employ a joint staffing model for implementation projects whereby we involve the customer 
more actively in the implementation process than traditional software companies. We believe this better 
prepares our customers to support the application throughout their use of our service.  

In addition, because our service is cloud-based, our professional services employees can remotely 
configure our application for most customers based on telephonic processes.  

For more detail, please see ‘Section B. Project Schedule’ below. 
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B. Project Schedule 

A project schedule outlining all major efforts to be undertaken in the implementation should be 
provided including milestones.  Utilize the proposed relevant dates listed in Section 1 of this RFP. 

NetSuite Professional Services  

NetSuite understands the unique requirements facing technology companies today—from changing 
market conditions to corporate focus on compliance and reporting. Our practice employs seasoned 
industry specialists who apply best practices and prior experience (large Enterprise applications, SaaS-
based products) in their systems implementation approach.  

The Method—NetSuite ONETM 

NetSuite One is a proven methodology designed specifically for on-demand based product 
implementations. Driven from our vast experience of prior NetSuite implementations and the latest in 
project management philosophies, the formal, yet scalable methodology allows the team to utilize best 
practices, tools and templates to ensure your success.  
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The initial stage focuses on the organizing of the project. This includes laying the 
groundwork for later phases of the project by establishing the objectives of the 
project, the confirming the scope, and the staffing. This also begins the education 
process for the key members of your project team.  

In the Analyze stage, the requirements of the business are documented and mapped 
to the capabilities of the NetSuite application. In this important stage the project 
team focuses on utilizing NetSuite best practice process flows, while developing an 
understanding on how the client’s business to develop a comprehensive Business 
Requirements Document that will serve as the Blueprint for configuration.  
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The design stage of the implementation allows for further definition and solution 
mapping for areas as needed. 

The flexibility of the NetSuite application becomes apparent during the configuration 
stage of the implementation. Leveraging NetSuite best practices as the baseline, 
process flows are adapted to your needs through configuration and customization 
activities. Key activities around detailed plans for testing, education and rollout are 
development and approved as a final step in this stage. 
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The purpose of the validation stage is to allow the project team an opportunity to 
assess readiness for deployment— confirming use cases, configuration and overall 
adoption readiness. 

The Deployment stage centers around the activities that will allow the client to run 
the business on NetSuite. The plans developed in previous phases for testing, 
training and roll out come together to provide an effective and efficient transition. 
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In the Optimize stage, the NetSuite application settles into production status as the 
implementation project (stage) is completed. It is important to plan for the on-going 
support of the application through the establishment of internal processes for end 
users to report problems, structuring a user advisory group or council for 
enhancements, addressing future business requirements and establish continuing 
education programs to expand adoption. 
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Project Schedules 

The average implementation under the NetSuite Shared Consulting model lasts four to six months. 
Depending on the specific requirements of an engagement, your NetSuite Project Manager will work to 
develop a tailored project schedule to achieve the timelines that work best for your organization. The 
sample timelines below assume a six month implementation timeline and NetSuite Consulting will need to 
work directly with APHL to determine where these timelines can be shortened to meet their desired 
implementation timeline of four months. 

Example of a one-phase implementation 
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Example of a one-phase implementation – high level phases and tasks 

 

Sample of Communication – Project Status 
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Sample of Communication – Project Status 

 

Assumptions 

 Global Requirements for all Business Process Groups in the Planning Stage 

 Two phase deployment schedule: 

 Phase I: ERP/Professional Services 

 Phase 2: Sales/Support 
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Project Team 

The NetSuite philosophy is based on a Shared Consulting model, where NetSuite resources will work 
directly with your project team members in the delivery of the implementation.  This cooperative approach 
allows your project team to develop the in house expertise and knowledge to adapt and expand the 
NetSuite application based on changing business needs. 

A Steering Committee provides the executive leadership, support and guidance to ensure the project 
meets its primary objectives, expedites resolution to project issues and provides the resources required to 
be successful. 

Project Management of the implementation is shared with both a NetSuite and the client project manager, 
who will manage the scope, time and budget of the project.  Seamless co-ordination of project activities, 
executive reporting and oversight fall within the responsibilities of the two project managers.  

The project team of both core team and extended team members are responsible for the successful 
completion of assigned project tasks and deliverables. Timing completion, reporting and identification of 
risks are an important expectation of all team members. 

NetSuite team member profiles and assignments are made upon vendor selection of NetSuite 
Professional Services are dependent upon customer location, project start date and resource availability. 
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NetSuite Education Services 

All NetSuite subscribers have access to free online e-learning and extensive documentation focused on 
best practice use and administration of the NetSuite service. Business unit leads and project team 
members are encouraged to take the self-paced courses and review collateral appropriate for their 
function and familiarity with this type of application.  

 

 

To support the implementation and rollout NetSuite recommends a combination of learning interventions 
targeted to meet the differentiated needs of functional project team members, administrators and end 
users. To this end, our core training objectives would focus on:  

1. Ensuring the client’s project team readiness to make knowledgeable, informed decisions on how 
to best setup, configure, customize, integrate, and maintain the NetSuite system to maximize its 
native strengths and capabilities. 

2. Aligning managers and front-line users at the client, around consistent corporate goals, 
terminology, business processes, and system tasks related to use of NetSuite to ensure use of 
the tool supports real business value. 
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Project Team Training 

NetSuite offers an extensive catalog of standard hands-on classes designed to enable both functional 
and technical project team members in all roles as they build baseline and advanced product knowledge. 
Participants in these courses are provided one hard copy Student Guide and 30 day access to a training 
account after the training event, for practice. NetSuite offers these courses on a public schedule but 
recommends that some events are arranged as dedicated events be hosted either onsite or online in a 
virtual classroom for the client in order to maximize learning effectiveness through collaboration with other 
project team members. NetSuite will collaborate with the client team leads in the design of a delivery 
timeframe that most positively contributes to the implementation lifecycle. The chart below outlines 
courses offered by NetSuite and the recommended participants for each role within the organization. 

 

Full course descriptions with detailed agendas are available on NetSuite.com.  

  

http://www.netsuite.com/portal/services/training/main.shtml
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Adoption and Change Management 

NetSuite Adoption & Change Management activities are designed to provide customers the framework 
and strategies to support the adoption of NetSuite throughout the implementation and beyond. The 
NetSuite Adoption toolkit contains key adoption principles and deliverables integrated throughout the 
ONE Methodology stages: 

 

Focusing on Adoption and Change Management allows the client to prepare for the new business 
direction. Our methodology promotes accelerated awareness and energy associated with the 
implementation and has a direct impact on project success.   

End User Training 

NetSuite maintains an extensive library of end user training materials to support all of the core NetSuite 
CRM, ERP modules, and e-Commerce curriculums.  We have had extensive experience tailoring and 
delivering these materials so they are custom fit for each of your organizations businesses. This 
experience and effort enables us to provide the client a highly targeted yet cost effective training solution. 

 NetSuite scopes and develops tailored training curriculums to be during the initial stages of the 
implementation roll-out. Materials are designed to support the key processes and system tasks that 
each unique client user’ community is expected to perform in NetSuite. 

 Tailored materials include: 

 PowerPoint slides that interweave the client’s business processes, terminology, configurations, 
policies, and key change communication messages with system functionality. 

 End to end use process flows. 

 Quick Reference Cards that detail steps to follow in the completion of key tasks. 

 Guided exercises that provide hands on practice in the NetSuite service. 

 Refresher sessions are scheduled within 3 weeks for each unique user group to provide an 
opportunity for on-going support in the early weeks of using the system. 
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C. Cost Proposal:   

A summary of cost, which should contain, but not be limited by, the following: 

i) How pricing was computed 

ii) Initial and recurring costs 

iii) Projected life cycle costs of proposed solution 

iv) Projected yearly incremental costs 

v) Potential costs that APHL may not have anticipated 

Explanation of Pricing Schedule 

The pricing schedule provided was calculated based on the software needs identified in APHL’s RFP, 
number of estimated named users expected to be required as well as on an estimated effort for 
implementation.  The pricing schedule is broken out into five sections.  A summary of each section is 
below.  APHL should refer to the column labeled “Discounted Costs” for the fees associated with all 
software and services being proposed. 

 Section 1 – Outlines the modules and users that are being proposed for APHL at no or little cost 
through the NetSuite.org grant program.  

 Section 2 – Outlines additional modules and users that will be needed above and beyond what is 
provided by the grant.   

 Section 3 – Calculates the estimated annual support. 

 Between section 3 and 4 – Is the total estimated annual recurring costs 

 Section 4 – Provides a high-level estimate for implementation.   Unless otherwise discussed, NetSuite 
provides implementation services for a fixed fee.  The actual cost for implementation and an SOW for 
the scope of implementation can be provided to APHL upon completion of a scoping call between 
APHL and NetSuite professional services resources.   

 Between Section 4 and 5 – Is the total estimated year one costs (initial costs) including both the 
estimated annual fee as well as the estimated one-time fee for implementation. 

 Section 5 – Outlines the partner costs that NetSuite is authorized to provide at this time. Additional 
partners may be required to fulfill on APHL’s cash management needs however definite needs for 
these partners is unclear at this time and can be established upon further evaluation between 
NetSuite and APHL.   

 Required Partner, Pyango: provides a tightly integrated solution to do fund accounting and grants 
management.  An estimate of the cost has been provided however this product and the actual 
estimate and costs will need to be provided directly by Pyango. 

 Potential Partners, Pirracle and/or Kyriba: these additional partners may be required to meet 
APHL’s Cash Management needs and those costs need to be provided directly from one of the 
NetSuite third party resources that provide this functionality.  APHL will need to select their 
desired partner as a couple of options are available for these services.  

Exceptions 

At this time NetSuite cannot provide APHL with a proposal for implementation that provides a fixed rate 
and accurate scope of implementation.  NetSuite will be able to provide a detailed Implementation SOW 
once the full needs of APHL are understood and NetSuite has had the opportunity to do a scoping call 
with the appropriate APHL team members.  NetSuite has provided a rough estimate for implementation in 
the cost proposal provided that is based on implementations that are of similar size and scope to APHL.   
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Projected Lifecycle Costs 

NetSuite’s annual costs include all support fees associated with the software.  These support fees include 
the upgrade of the solution on a twice yearly basis.  As such, no additional costs are anticipated in 
relation to supporting the software. 

Projected Yearly Increases 

NetSuite is proposing a 3 year price-lock on the pricing proposed above.  Following the initial 3 years, 
NetSuite is proposing a 5% price cap on any software increases for 3 years.  All of these terms are 
pending internal NetSuite approval which will be sought once NetSuite is on the short list of APHL’s 
potential vendors. 

Please see the attached pricing quote for details: 

NetSuite_Pricing_Esti
mate_APHL 05112015.pdf

 

 




NetSuite.org
Pricing Worksheet for Association for Public Health Labs
5/14/2015
Payment Terms: Net 60


1. Your Base Donation


Item Qty
List
Price


List
Annual Cost


NetSuite.org
Discount Rate Discounted Cost


NetSuite MidMarket Edition 1 $29,988 $29,988 0% $1,188
NetSuite MidMarket Edition User Licenses 5 $1,188 $5,940 100% $0


Total Base License & Users (without Silver Support) $35,928 $1,188


TOTAL BASE DONATION with Silver Support $35,928 $1,188


2. Your Additional Items
Additional items are users, modules and other items beyond the base donation covered under your grant agreement.


Item Qty
List
Price


List
Annual Cost


NetSuite.org
Discount Rate Discounted Cost


Additional Users 35 $1,188 $41,580 0% $20,580
One World (multi‐subsidiary) 1 $23,988 $23,988 50% $11,994
One World  Additional Subsidiaries 6 $1,188 $7,128 50% $3,564


  Advanced Projects 1 $7,188 $7,188 50% $3,594
  Fixed Asset Management  1 $7,188 $7,188 50% $3,594
  Financial Planning 1 $13,188 $13,188 50% $6,594
  NetSuite Financial Planning Visual Analytics (Dashboards) 1 $4,788 $4,788 50% $2,394


Financial Planning Users ‐ Admin User 1 $2,508 $2,508 50% $1,254
Financial Plannning Users ‐ General User 5 $948 $4,740 50% $2,370
Additional items subtotal $112,296 $55,938


TOTAL LICENSE & USERS $148,224 $57,126


Proprietary and Confidential
All Discounts Pending internal approval


NetSuite Inc. Proprietary and Confidential
1


(over)







3. Your Support Calculation
Support is discounted as an additional item,


List
Annual Cost


NetSuite.org
Discount Rate Discounted Cost


Silver Support (Additional Modules and Users) 22.50% $27,675  50% $7,433
Less Silver Support Credit ($929)
Support subtotal $26,746
NetSuite Financial Planning Silver Support 22.50% $5,675  50% $2,838
NetSuite Financial Planning e‐Learning   $2,028  50% $1,014
Subtotal of all Support Costs $35,378 $11,285


TOTAL NETSUITE RECURRING COSTS $183,602 $68,411


4. One‐time Items
One‐time items not covered in recurring costs


  Item List Pricing Discounted Cost
NetSuite ERP Implementation and Training Estimated Effort  $70,000 $65,000
NetSuite Training Class (some training is included with implementation 
package, additional training can be purchased for a fee) Included Included
NetSuite Financial Planning ‐ Advantage Pack 100 $26,750 $22,500
Subtotal $96,750 $87,500


TOTAL NetSuite Costs $280,352 $155,911
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5. Partner Costs for Expanded Functionality


Item Qty
List
Price


List
Annual Cost Discount Rate Discounted Cost


Pyango Fund Accounting Module (1‐5 subs) 1 $10,900 $10,900 0% $10,900
Pyango Annual Support (20% of Software)   $2,180 0% $2,180


     
Subtotal $13,080 $13,080


TOTAL RECURRING ITEMS $13,080 $13,080


  Item List Pricing Discounted Cost
Pyango Implementation and Training Estimate $4,000 $4,000
Subtotal $4,000 $4,000


TOTAL Estimated Partner Costs $17,080 $17,080


RECURRING ITEMS


ONE‐TIME FEES
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5.0: Vendor Profile 

5.01 Organization Background: 

Vendors must provide an answer to each of the following questions.  If the proposed solution includes a 
separate organization for implementation services, vendors must provide a separate set of responses for 
each entity. 

5.01.1  Identify the official name of the organization(s) responding to this RFP. 

NetSuite Inc.  

5.01.2  Identify the official address of the organization(s) responding to this RFP. 

NetSuite’s Corporate Headquarters address is: 

2955 Campus Drive, Suite 100 
San Mateo, CA 94403-2511 
United States  

5.01.3  Identify the website of the organization(s) responding to this RFP. 

www.netsuite.com  

5.01.4  Identify the primary contact name including telephone number and email address. 

Anne Nagle 

Account Executive 

240.409.2224 

anagle@netsuite.com  

5.01.5 Identify the ownership of the company including all subsidiaries and divisions in a 
graphical representation. 

NetSuite is a publicly held company. 

NetSuite is organized into departments that specialize in servicing a particular aspect of the business and 
operations. Each department is led by a member of management who oversees the responsibilities 
assigned to it. The distinctive nature of the departments provides for segregation of incompatible duties. 
All major department heads ultimately report to one of the following: (1) the CEO, (2) the Chairman of the 
Board and CTO, (3) the Chief Operating Officer (COO), or (4) the Chief Financial Officer. Each 
department head takes an active role in the day-to-day management of the Company. NetSuite maintains 
several segregated departments with duties of particular relevance to the control environment.  

The Human Resources department reports to the COO, the Security, Systems & Compliance, Corporate 
IT, Operations, Networking, Product Development, Quality Assurance, and Release departments report to 
the CTO, Legal reports to the CEO, and the Internal Audit department reports directly to the Chair of the 
Audit Committee of the Board of Directors. These departments form the foundation of the control 
environment from an organizational perspective and provide an overlapping model for enforcement of 
internal controls. 

NetSuite does not provide organizational charts. 

5.01.6  Identify the year (each) organization was established. 

NetSuite was founded in 1998, as NetLedger. 

  

http://www.netsuite.com/
mailto:anagle@netsuite.com
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5.01.7  Identify the most recent acquisition or merger that has occurred within the organization(s) 
responding to this RFP. 

In 1999, NetSuite released our first application, NetLedger, which focused on accounting applications. We 
then released ecommerce functionality in 2000 and CRM and sales force automation functionality in 
2001.  

In 2002, we released our next generation suite under the name NetSuite to which we have regularly 
added features and functionality.  

NetSuite acquired Kabushiki Kaisha over time, which became wholly owned in 2010.  

We acquired OpenAir in 2008 and QuickArrow in 2009.  

In November 2012, we purchased certain assets from Retail Anywhere (RA), an online retail solution 
service provider. We purchased RA to expand our retail software solutions in our e-commerce vertical. 
RA software allows us to expand our e-commerce services to brick-and-mortar store point-of-sale 
terminals.  

During the second quarter of 2012, we completed the purchase of all of the outstanding equity of two 
small South American companies (SAC) that specialize in ecommerce technology and services. We also 
purchased certain assets from two entities related to the SAC. The SAC workforce will augment our 
existing professional services and product development teams. 

On May 3, 2013, NetSuite completed the purchase of all the outstanding equity of Order Motion (OM). 
OM provides online ecommerce Order Management Services (OMS) that perform the back-end process 
for ecommerce web stores. The OM product augments NetSuite’s existing product offering, which allows 
NetSuite to expand its business capabilities in ecommerce technology and services. 

On March 6, 2013, NetSuite completed the purchase of all the outstanding equity of a website hosting 
provider company (WH) that specializes in ecommerce technology and services. The WH workforce 
augments NetSuite's existing product development teams, which allows NetSuite to expand its business 
capabilities in ecommerce technology and services. 

NetSuite acquired TribeHR in November, 2013. TribeHR brings a rich HR solution that will enhance our 
core business operations. 

NetSuite's acquisition of Venda in July 2014, one of the world's leading pioneers in and providers of 
cloud-based digital commerce solutions, builds on the momentum of NetSuite SuiteCommerce globally 
and supports NetSuite's business expansion into the European market. Venda's platform serves some of 
the world's leading brands including Tesco F&F Clothing, boohoo.com, Laura Ashley, Little Tikes, TK 
Maxx and Arsenal Football Club. The combination of NetSuite and Venda will deliver unprecedented 
capabilities that businesses need to meet the demands to deliver a seamless, omnichannel commerce 
experience to consumers and businesses. 

In 2014, NetSuite acquired eBizNET Solutions – an Advanced Warehouse Management 

In 2015, NetSuite acquired Bronto Software - a Cloud-Based Commerce Marketing Automation Suite 
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5.02 Financial Information: 

5.02.1  Identify the annual revenue of the organization(s) responding to this RFP. 

Total revenue for the past three years is as follows: 

 2014 - $556.3M 

 2013 - $414.5M 

 2012 - $308.8M 

5.02.1  Identify the annual net income/profit of the organization(s) responding to this RFP. 

As NetSuite is a public company we always encourage our prospective customers to review our SEC 
filings for in-depth and detailed financial information, available at: 

http://www.netsuite.com/portal/investors/overview.shtml. 

5.03.1  Identify the percent of annual revenue allocated to research & development for the 
organization(s) responding to this RFP. 

NetSuite invested over $106.7M in Research & Development during 2014. R&D investment is put towards 
product innovation, security, performance and availability.  

5.04.1  Identify the percent of annual revenue generated from new sales. 

As NetSuite is a public company we always encourage our prospective customers to review our SEC 
filings for in-depth and detailed financial information, available at: 

http://www.netsuite.com/portal/investors/overview.shtml. 

5.05.1  Identify the percent of annual revenue generated from annual recurring income. 

As NetSuite is a public company we always encourage our prospective customers to review our SEC 
filings for in-depth and detailed financial information, available at: 

http://www.netsuite.com/portal/investors/overview.shtml. 

5.06.1  Identify the percent of annual revenue and/or annual recurring income that the largest 
client represents. 

As NetSuite is a public company we always encourage our prospective customers to review our SEC 
filings for in-depth and detailed financial information, available at: 

http://www.netsuite.com/portal/investors/overview.shtml. 

5.07.1 Please provide a copy of the most recent audited financial statements for the 
organization(s) responding to this RFP. 

NetSuiteInc 10-K 
2014.pdf
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PART I


Item 1. Business


Overview
NetSuite Inc. ("NetSuite" or the "Company") is the industry's leading provider of cloud-based financials / Enterprise Resource Planning (“ERP”) and


omnichannel commerce software suites. In addition to financials/ERP and omnichannel commerce software suites, we offer a broad suite of applications,
including financial management, Customer Relationship Management (“CRM”), Ecommerce and retail management, Professional Services Automation
(“PSA”) and Human Capital Management ("HCM") that enable companies to manage most of their core business operations in our single integrated suite. Our
software allows businesses to automate operations, streamline processes and access real-time business information. We also offer customer support and
professional services related to implementing and supporting our suite of applications. We deliver our suite over the Internet as a subscription service using
the software-as-a-service ("SaaS") model.


Our revenue has grown from $17.7 million during the year ended December 31, 2004 to $556.3 million during the year ended December 31, 2014.
For each of the years ended December 31, 2014, 2013 and 2012 the percentage of our revenue generated outside of the United States was 26%.


Industry Background
The 1990s saw the widespread adoption among large enterprises of packaged business management software applications that automated a variety


of departmental functions, such as accounting, finance, order and inventory management, human resources, professional services, sales and customer support.
These sophisticated applications required significant cash outlays for the initial purchase and for ongoing maintenance and support. In addition, these
applications were internally managed and maintained, requiring large staffs to support complex information technology infrastructures. Most importantly,
the applications generally were provided by multiple vendors, with each application providing only a departmental view of the enterprise. To gain an
enterprise-wide view, organizations attempted to tie together their various incompatible packaged applications through long, complex and costly integration
efforts. Many of these attempts failed, in whole or in part, often after significant delay and expense. As a consequence, many large enterprises have
transitioned from multiple point products to comprehensive, integrated business management suites, such as those offered by Oracle Corporation ("Oracle")
and SAP AG ("SAP"), as their core business management platforms.


Medium-sized businesses and divisions of large enterprises have application software requirements that are similar, in many respects, to large
enterprises because their core business processes are substantially similar to those of large enterprises. These requirements include the integration of back-
office activities, such as managing payroll and tracking inventory; front-office activities, including order management and customer support; and,
increasingly, sophisticated Ecommerce capabilities.


Medium-sized businesses are generally less capable than large enterprises of performing the costly, complex and time-consuming integration of
multiple point products from one or more vendors. As a result, medium-sized businesses can frequently derive greater benefits from a comprehensive business
suite. Suites designed for, and broadly adopted by, large enterprises to provide a comprehensive, integrated platform for managing these core business
processes, however, generally are not well suited to medium-sized businesses due to the complexity and cost of such applications.


Medium-sized businesses and divisions of large enterprises have begun to benefit from the development of the cloud computing delivery model.
Cloud computing uses the Internet to deliver software applications from a centrally hosted computing facility to end users through a web browser. Cloud
computing eliminates the costs associated with installing and maintaining applications within the customer's information technology infrastructure. Cloud
applications are generally licensed for a monthly, quarterly or annual subscription fee, as opposed to on-premise enterprise applications that typically require
the payment of a much larger, upfront license fee. As a result, cloud applications require substantially less initial and ongoing investment in software,
hardware and implementation services and lower ongoing support and maintenance, making them substantially more cost effective to run for medium-sized
businesses.


 
To date, the cloud computing software model has been applied to a variety of types of business software applications, including CRM, security,


accounting, human resources management, messaging and others, and it has been adopted by a wide variety of businesses.


While cloud applications have enabled medium-sized businesses to benefit from enterprise-class capabilities, most are still point products that
require extensive, costly and time-consuming integration to work with other applications. Medium-sized businesses generally have been unable to purchase
a comprehensive business management application suite at an affordable cost that enables them to run their businesses using a single system of record,
provides real-time views of their operations and can be readily customized and rapidly implemented. We believe NetSuite was the first company to provide a
cloud-based integrated suite of business management applications that addresses the needs of medium-sized businesses in the comprehensive manner that
Oracle and SAP address the similar needs of large enterprises.


Our Solution
Our comprehensive business management application suite provides an integrated solution for running the core functions of a business. All elements


of our application suite share the same customer and transaction data, enabling seamless, cross-departmental business process automation and real-time
monitoring of core business metrics. Businesses can deploy our solution as a business management suite, or deploy specific applications such as
financials/ERP, CRM, omnichannel commerce, PSA or HCM that can be integrated with existing application investments. In addition, our financials/ERP,
CRM, omnichannel commerce, PSA and HCM capabilities provide users with real-time visibility and appropriate application functionality through
dashboards tailored to their particular job function and access rights.
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Because our offering is delivered as a cloud-based solution via the Internet, it is available wherever a user has Internet access, whether on a personal computer
or a mobile device. The key advantages of our application suite for our customers are:


One Integrated Solution for Running a Business. Our integrated business application suite provides the functionality required to automate the core
operations of medium-sized businesses, as well as divisions of large companies. This unified approach to managing a business enables companies to create
cross-functional business processes; extend access to appropriate customers, partners, suppliers or other relevant constituencies; and efficiently share and
disseminate information in real time. Our suite is designed to be easy to use, while also providing in-depth functionality to meet the needs of our most
sophisticated customers. Our customers can use our application suite to manage mission-critical business processes, including complex financials/ERP
(finance, accounting, inventory and payroll), CRM (sales, order management, marketing and customer support), PSA (projects, resources, time, expense and
billing) and Ecommerce (hosting, online stores and website analytics) functions. We also have tailored our offering to meet the specific needs of customers in
the wholesale/distribution, manufacturing, retail, professional services and software industries, to better serve those customers' distinct business requirements
and accelerate the implementation of our offerings for customers in those industries.


Role-Based Application Functionality and Real-Time Business Intelligence. Users access our suite through a role-based user interface, or dashboard,
which delivers specific application functionality and information appropriate for each user's job responsibilities in a format familiar to them. For example, the
dashboard for a salesperson would deliver functionality for managing contacts, leads and forecasts, while the dashboard for a warehouse manager would
deliver capabilities appropriate for managing shipping, receiving and returns. These dashboards also incorporate sophisticated business intelligence tools
that enable users to track key performance indicators, analyze operational data to identify trends, issues and opportunities and make decisions that can
improve the performance of their business, all in real time.


Cloud Delivery Model. We deliver our suite over the Internet as a subscription service via the cloud, eliminating the need for customers to buy and
maintain on-premise hardware and software. Our suite is designed to achieve levels of reliability, scalability and security for our customers that have
typically only been available to large enterprises with substantial information technology resources. Our architecture enables us to maintain very high levels
of availability, scale easily as our customers grow and provide a safe and secure environment for their business-critical data and applications.


Flexible Deployment. As larger organizations increasingly choose cloud computing software to take advantage of the resulting cost savings and
business efficiencies, our solution can also be rapidly deployed as a standalone financials/ERP solution rather than as a business management suite. This
flexible deployment allows businesses to use our cloud-based financials/ERP capabilities within line of business and integrate it with their existing CRM,
PSA and Ecommerce investments, or grow into the suite over time. Additionally, global enterprises with entrenched enterprise-class financials/ERP
investments at their corporate headquarters can deploy NetSuite OneWorld using a “two-tier” approach. NetSuite OneWorld can integrate with their existing
enterprise-class financials/ERP at headquarters. In this case, NetSuite OneWorld is deployed across subsidiaries, divisions or countries allowing the
organization to standardize its previously heterogeneous on-premise financials/ERP investments on a cloud-based solution with all the cost savings and
rapid deployment options the cloud enables.


 
Low Total Cost of Ownership. Our suite incorporates the functionality of multiple applications, thereby eliminating the costs associated with


attempting to integrate disparate applications, whether managed on-premise or delivered on-demand. Our on-demand delivery model and our application's
ease of use and configurability significantly reduce implementation costs for hardware, software and services, upgrades and the need for dedicated
information technology personnel. Customers typically subscribe to our application suite for a quarterly or annual fee based on the number of users and the
solutions they elect to deploy. Our subscription fees are generally significantly less than typical upfront costs to purchase perpetual licenses, and our on-
demand delivery system eliminates ongoing maintenance and upgrade charges.


Rapid Implementation. Because we offer a relatively comprehensive application suite that incorporates the functionality of multiple applications,
we generally significantly reduce the time and risk associated with implementing and integrating multiple point products. Our cloud delivery model enables
remote implementations and eliminates many of the steps associated with on-premise installations, such as purchasing and setting up hardware. In addition to
our industry-specific offerings, our professional services organization is organized along customers' industries; therefore, knowledge gained through an
implementation with one customer may be applied to other customers within that industry, thereby speeding implementations. Customers can implement our
offerings themselves, engage our professional services organization or utilize the services of our partners.


Ease of Customization and Configuration. We enable users to customize our application suite to the particular needs of their businesses. Our
application suite can be configured by end users without software programming expertise. In contrast to traditional on-premise applications, as new versions
of our application suite become available, each customer's customizations and configurations are maintained with little or no additional effort or expense
required.


Our Business Strategy
Our goal is to enhance our position as the leading provider of cloud-based financials/ERP software suites for medium-sized businesses. The key


elements of our strategy include:
Expanding Our Leadership in Cloud-Based, Integrated Business Suites. We believe we were the first software vendor to integrate front-office, back-


office and Ecommerce management capabilities into a single cloud-based software suite. We intend to improve our position in the cloud-based applications
market by continuing to provide high-quality offerings that encompass the enterprise-class functionality and ease-of-use our customers require. We also
intend to leverage our position as our customers' primary business management platform to add new and enhanced functionality that will help them run their
businesses more efficiently and expand our presence within their organizations.


Further Penetrate Global Enterprises. We believe there is a substantial opportunity to increase the presence of cloud-based financials/ERP
solutions within global enterprises through a “two-tier” deployment model. Under a “two-tier” approach, a global business retains its existing investment in
enterprise-class on-premise financials/ERP applications at headquarters, but selects a different solution that is more cost effective to deploy and manage
throughout its subsidiaries. We believe NetSuite OneWorld ("OneWorld") provides an ideal
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solution for this approach to global financials/ERP deployment, given that it provides multi-subsidiary, multi-currency and multi-tax intelligence in real-
time with local control for in-country operations, while being deployed as a cloud application for fast and cost-effective delivery.


Tailoring Our Offering to Customers' Specific Industries. While we provide a general purpose suite applicable to all businesses, we believe that
tailoring our application to customers' specific industries has been and will continue to be important to our growth. We currently offer industry-specific
editions of our service for wholesale/distribution, manufacturing, professional services, retail and software companies. We will continue to enhance the
capabilities of our application by further tailoring the functionality for these and other industries.


Growing Our Customer Base and Expanding Use of Our Service Within Existing Accounts. We intend to broaden our offerings and expand our
direct and indirect sales efforts to grow our customer base. In addition, we seek to increase ongoing subscription revenue from our existing customers by
broadening their use of our suite, thereby increasing the number of users and modules deployed.


Fostering the Continued Development of the NetSuite Partner Network. We provide tools and programs to foster the development of a network of
value-added resellers, or ("VARs), systems integrators and independent software vendors. In addition to programs that enable our partners to resell our suite,
our SuiteCloud Platform allows these partners to extend our platform by developing products of their own, including industry-specific versions of our
application suite. We intend to continue to enhance our platform and establish distribution models to bring these new solutions to market.


Addressing the Multinational Business Requirements of our Clients. Medium-sized businesses are increasingly seeking global business
opportunities, in large part by leveraging the Internet. We believe that there is significant opportunity to address the needs of medium-sized businesses with
multinational business operations, and we currently offer a localized version of our suite in a number of countries and languages. We will continue to extend
our application offerings to support the requirements of multinational medium-sized businesses.


Enabling our Clients to Deliver an Omni-Channel Customer Experience. Customers today demand a seamless experience regardless of how they
interact with a business - whether online, in-store, via phone or in-person. We believe there is a significant opportunity to provide our clients with tools that
allow them to redefine the experience for any touch point and any business model: business-to-consumer, business-to-business or business-to-employee. We
will continue to enhance and extend our SuiteCommerce offering and NetSuite point-of-sale ("POS") offering to allow our clients to transform their
businesses and deliver this omni-channel experience to their customers.


Our Offerings
Our main offering is NetSuite, which is designed to provide the core business management capabilities that most of our customers require. NetSuite,


OneWorld and NetSuite CRM+ are designed for use by most types of businesses. NetSuite OpenAir ("OpenAir") is designed for use specifically by
professional services businesses. In addition, we offer industry-specific configurations for use by wholesale/distribution, manufacturing, retail, nonprofit,
services and software companies. We also sell additional cloud-based application modules that customers can purchase to obtain additional functionality
required for their specific business needs.


NetSuite. NetSuite, which is targeted at medium-sized businesses and divisions of large companies, provides a single platform for financials/ERP,
CRM, PSA and Ecommerce capabilities. It contains a broad array of features that enables users to do their individual jobs more effectively. In addition,
because all users are transacting business on the same database system, NetSuite can easily automate processes across departments. For example, when a sales
representative enters an order, upon approval it automatically appears on the warehouse manager's dashboard as an item to be shipped and, once the item has
been shipped, it automatically appears on the finance manager's dashboard as an item to be billed. Each customer can automate its key business functions
across all departments, including sales, marketing, service, finance, inventory, order fulfillment, purchasing and employee management. As with all of our
offerings, users access the application and data through a role-based user interface, or dashboard, tailored to deliver specific functionality and information
appropriate for their position.


NetSuite OneWorld. OneWorld is targeted at global businesses and divisions of large companies operating in multinational and multi-subsidiary
environments. NetSuite OneWorld delivers rich international product capabilities including global financial consolidation, subsidiary management and
transactions in more than 190 currencies, support for 19 languages and tax compliance across more than 50 countries. OneWorld allows users to utilize our
single platform for financials/ERP, CRM, PSA and Ecommerce capabilities in multi-currency and multi-language environments across multiple subsidiaries
and legal entities. OneWorld provides the ability to manage multiple companies or legal entities, with potentially different currencies, taxation rules, and
reporting requirements, within a single NetSuite account. OneWorld's tax and compliance management capabilities provide a robust foundation for
transparency, automation, simplicity and controls in the management of global tax and compliance responsibilities, enabling multinational businesses to
grow globally with confidence. OneWorld has global CRM capabilities that allow for management of multi-currency quotas, forecasts, commission
payments, sales tax calculations and real-time reporting for everyone in a global sales organization from the local sales representative, to the regional vice
president to the head of worldwide sales. Additionally, growing companies typically employ multiple sales channels for their global sales operations so
OneWorld allows for automation of common sales channels employed internationally including direct sales, distribution partner networks and Ecommerce.
Marketing and customer support operations can also be managed globally using OneWorld so processes such as lead routing and trouble ticket assignment
can easily be handled across regions or in-country, with global customer visibility and real-time measurement of marketing and service operational
performance.


NetSuite CRM+. NetSuite CRM+ is targeted at a wide range of companies, including companies larger than our traditional medium-sized business
customers. Medium-sized businesses may use NetSuite CRM+ as an entry point into the entire suite, while larger enterprises often implement it as an
alternative to more limited CRM offerings. This application provides traditional sales force automation, marketing automation, customer support and service
management functionality. NetSuite CRM+ contrasts with competitive CRM products by also incorporating order management and many other
financials/ERP and Ecommerce capabilities without requiring additional integration. This provides users with a more comprehensive, real-time view of
customer interactions than can be provided by traditional, stand-alone CRM products, whether on-premise or on-demand. NetSuite CRM+ also offers
incentive management, project tracking, website hosting and analytics and partner relationship management.


4







Table of Contents


NetSuite OpenAir PSA. NetSuite OpenAir is a Professional Services Automation ("PSA") solution that is used by professional services organizations
and is targeted at some of the world’s largest companies with thousands of employees. NetSuite OpenAir provides a clear view into the services
organization’s performance and profitability with dashboards and reports. With NetSuite OpenAir’s project accounting functionality, professional services
organizations can efficiently monitor and manage projects’ revenues, expenses and profitability over the lifetime of the project. This solution provides
resource management functionality to improve resource utilization, and delivers web-based project management that improves on-time project delivery and
drives project success rates. NetSuite OpenAir provides online and mobile time and expense management and enables services professionals to improve their
productivity by entering their expenses while on the road. NetSuite OpenAir can be deployed either as a stand-alone PSA software solution, integrated with
NetSuite, or integrated with an existing enterprise CRM or financials/ERP system.


SuiteCommerce. The SuiteCommerce solution is built with the idea that Ecommerce is no longer a standalone channel but a core capability for retail
and business-to-business ("B2B") businesses. SuiteCommerce enables businesses to move from standalone transactional channels such as online, in-store or
telephone to an integrated commerce solution that puts the customer at the center of every experience. SuiteCommerce captures preferences and transactions
into rich customer profiles to support personalized marketing, merchandising and promotions across all channels.


Business-to-consumer ("B2C") and B2B businesses are increasingly adopting SuiteCommerce’s robust, reliable, scalable and flexible cloud-based
commerce solution to meet customer expectations to buy, fulfill and return via the channel of their choice. By using SuiteCommerce, businesses can provide
customers with consistent, relevant shopping experiences across channels including brick-and-mortar, online, and mobile while gaining a 360-degree view of
customers to deliver innovative experiences that are differentiated and more personalized. Companies are relying on SuiteCommerce to run their entire
business on a single, unified cloud commerce platform - from ecommerce, in-store and financials to order management, inventory management, customer
relationship management and customer support.


NetSuite POS. NetSuite POS is a point-of-sale solution that is used by retail businesses to deliver a superior customer experience at the point of sale
and turn today's shopper into tomorrow's loyal customer. NetSuite POS includes extensive item search capabilities and real-time access to inventory
information throughout your retail chain, to help drive sales while satisfying the customer. Built-in CRM functionality in our retail POS systems captures
important customer information such as buying preference and purchase history, which enables future cross-sell and up-sell opportunities for multi-channel
retailing.


TribeHR. TribeHR is a full suite of HCM functionality necessary to recruit, manage and reward employees. The functionality includes core Human
Resource Information System ("HRIS"), recruiting capabilities and an applicant tracking system, talent management, social human resource tools and mobile
support.


LightCMS. LightCMS is a web-based software platform. LightCMS functionality simplifies the process of building a website and an online store.
 
Add-On Modules. We also offer advanced capabilities that are part of our integrated suite, but are typically sold separately. These modules allow our


customers to specifically augment aspects of our suite to enhance its relevance to their businesses.


NetSuite Industry Editions. We have configured NetSuite to meet the requirements of selected industries. Our current editions serve companies in the
wholesale/distribution, manufacturing, services, retail and software industries. Within each edition, we offer advanced industry specific functionality to
complement our core NetSuite offering, templates of best practices, and dedicated sales and professional services teams with industry-specific expertise.


SuiteCloud Platform. SuiteCloud is our technology platform that allows customers, partners and developers to tailor and extend our suite to meet
specific company, vertical and industry requirements for personalization, business processes and best practices. It allows partners to rapidly develop and
distribute cloud-based products of their own, including industry-specific versions of our application suite. NetSuite provides partners building on SuiteCloud
with a website – SuiteApp.com – that enables them to market and distribute their value-added solutions to NetSuite. Our application development and
customization environment is designed to continue to operate across version upgrades.
 


Sales and Marketing
Sales. We generate sales through both direct and indirect approaches, with most selling done over the phone. Our direct sales team consists of


professionals in various locations across the United States, Europe and the Asia-Pacific region. Within these regions, our direct sales organization focuses on
selling to medium-sized businesses and divisions of large companies. Indirect sales are generated through our relationships with channel partners in North
America, Latin America, Europe and the Asia-Pacific region.


Our sales process typically begins with the generation of a sales lead from a marketing program or customer referral. After the lead is qualified, our
sales personnel conduct focused web-based demonstrations along with initial price discussions. Members of our professional services team are engaged as
needed to offer insight around aspects of the implementation. Our sales cycle typically ranges from one to six months, but can vary based on the specific
application, the size and complexity of the potential customer's information technology environment and other factors.


Marketing. We tailor our marketing efforts around relevant application categories, customer sizes and customer industries. As part of our marketing
strategy, we have established a number of key programs and initiatives including online and search engine advertising, email campaigns and web seminars,
product launch events, trade show and industry event sponsorship and participation, marketing support for channel partners, and referral programs.


Service and Support
Professional Services. We have developed repeatable, cost-effective consulting and implementation services to assist our customers with integrating


and importing data from other systems, changing their business processes to take advantage of the enhanced capabilities
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enabled by our integrated suite, implementing those new business processes within their organization and configuring and customizing our application suite
for their business processes and requirements.


Our consulting and implementation methodology leverages the nature of our cloud-based software architecture, the industry-specific expertise of
our professional services employees and the design of our platform to simplify, streamline and expedite the implementation process. We generally employ a
joint staffing model for implementation projects whereby we involve the customer more actively in the implementation process than traditional software
companies. We believe this better prepares our customers to support the application throughout their use of our service. In addition, because our service is
cloud-based, our professional services employees can remotely configure our application for most customers based on telephonic consultations. Our
consulting and implementation services are offered on a fixed price and time and material basis. Our network of partners also provides professional services to
our customers.


Client Support. Our technical support organization, with personnel in Canada, Europe and Asia, offers support 24 hours a day, seven days a week.
Our system allows for skills-based and time zone-based routing to address general and technical inquiries across all aspects of our suite. For our direct
customers, we offer tiered customer support programs depending upon the service needs of our customers' deployments. Support contracts typically have a
one-year term. For customers purchasing through resellers, primary product support is provided by our resellers, with escalation support provided by us.


Training. We offer complimentary training videos, public training courses and end-user training to facilitate the successful adoption of our suite
throughout the customer's organization.


Operations, Technology and Development
Our customers rely on our application suite to run their businesses and, as a result, we need to ensure the availability of our service. We have


developed our infrastructure with the goal of achieving availability of our services, which are hosted on a highly-scalable network located in secure third-
party facilities. We host the NetSuite services and serve our customers primarily from our California-based data center facilities, which we operate in
conjunction with colocation services from CenturyLink Technology Solutions (“CenturyLink”). CenturyLink was formerly SAVVIS Communications
Corporation and effectively changed names in January 2014. We also have a Massachusetts-based data center facility, which we operate in conjunction with
CenturyLink. The Massachusetts and California data centers serve as back-up facilities for purposes of disaster recovery.


Our NetSuite OpenAir applications are hosted from a Massachusetts-based data center, which we operate in conjunction with CenturyLink. Our
NetSuite POS applications are hosted using a hardware solution provided by a partner with various hosting from data centers based on the East Coast of the
United States, which we also operate in conjunction with Amazon. NetSuite POS was formerly known as “Retail Anywhere". The OrderMotion applications
are hosted from a Texas-based datacenter which we operate in conjunction with RackSpace. The Element Fusion applications are hosted from a datacenter
which we operate in conjunction with CenturyLink. The Tribe HR applications are hosted from a Canada-based datacenter which we operate in conjunction
with VM Farms.


Our service delivery operations incorporate industry-standard hardware, the Linux open-source operating system and Oracle databases and
application servers into a flexible, scalable architecture. Elements of our application suite's infrastructure can be replaced or added with no interruption in
service, helping to ensure that the failure of any single device is not expected to cause a broad service outage of the NetSuite Service.


Our single-instance, multi-tenant architecture allows us to provide our customers with enterprise-class capabilities, high quality of service,
scalability and security, all at an affordable price. Our architecture enables us to host multiple smaller customers on a single database instance while
preserving the ability to migrate any customer to its own server without material interruption or alteration when the customers' growth and business needs
require it. In addition to the enhanced flexibility and scalability our architecture provides, it also is designed to work on inexpensive, industry-standard
hardware, thereby providing us a significant cost advantage that is reflected in the pricing we are able to offer our customers.


Unlike other SaaS companies that deploy major new releases to all customers at once, we deploy all major releases and many upgrades of our
application suite to only a portion of our customer base at any one time. This "phased release process" is designed to allow us to mitigate the impact of major
changes and new releases, ensuring that any potential issues affect only a portion of our customers before they are addressed.


The combination of our hosting infrastructure, robust networks, flexible architecture and phased release process enables us to offer a service-level
commitment to our customers of 99.5% uptime per period, excluding designated periods of maintenance. Under the terms of this commitment, we offer to
credit a full month's service fees for any period where we do not meet this service level.


Product development expenses were $106.7 million, $78.3 million and $52.7 million during the years ended December 31, 2014, 2013 and 2012,
respectively. In developing our service offerings, we rely on customer feedback and spend significant time with our customers in formal user testing sessions
as well as less formal "ride-alongs" and customer roundtables. We use the NetSuite service to track customer interest in service enhancements and actual work
done on these enhancements. We develop our offerings using Java and the Oracle database on the server and Asynchronous JavaScript and XML on the client
with a goal of making our service scalable, high performance, robust and easy to use. Finally, we expose many development tools to third-party developers
via SuiteFlex to allow extensions to the service that extend and complement the built-in capabilities we develop internally. Our use of the Oracle database is
pursuant to various software license agreements with Oracle USA, Inc., an affiliate of Oracle. Lawrence J. Ellison, who beneficially owns a majority of our
common stock, is the Chief Technology Officer, a principal stockholder and a director of Oracle. See Note 17 to our Consolidated Financial Statements for a
further description of this software license agreement.


Customers
Our customers are diverse in size and type across a wide variety of industries, with a focus on medium-sized businesses and divisions of large


companies. In 2014, the top 10 industries in which our customers operated, as measured by our recognized revenue, were as follows: Distribution &
Wholesale; Professional, Consulting and Other Services; Computer Software; Ecommerce & Retail;
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Manufacturing; Computer & IT Services; Telecommunications Services; Financial Services; Healthcare Services; and Education. We had customers in
approximately 100 countries in 2014. No single customer accounted for more than 3% of our revenue in 2014, 2013 or 2012.


Competition
We compete with a broad array of financials/ERP, CRM, Ecommerce, PSA and HCM companies. Our markets are highly competitive, fragmented


and subject to rapid changes in technology. Many of our potential customers evaluate a wide range of alternatives during their purchase process. Although
we believe that none of our larger competitors currently offer a cloud-based comprehensive business management suite, we face significant competition
within each of our markets from companies with broad product suites and greater name recognition and resources than we have, as well as smaller companies
focused on specialized solutions. In addition, some of our larger competitors have announced plans to launch new products that could compete more closely
with our cloud-based application suite. Internationally, we face competition from local companies as well as larger competitors, each of which has products
tailored for those local markets. To a lesser extent, we compete with internally developed and maintained solutions. Our current principal competitors include
Epicor Software Corporation, Intuit Inc., Microsoft Corporation, Oracle Corporation, SAP AG, The Sage Group plc and salesforce.com, inc.


We believe the principal competitive factors in our markets include:
 


 •  service breadth and functionality;
 


 •  service performance, security and reliability;
 


 •  ability to tailor and customize services for a specific company, vertical or industry;
 


 •  ease of use;
 


 •  speed and ease of deployment, integration and configuration;
 


 •  total cost of ownership, including price and implementation and support costs;
 


 •  sales and marketing approach; and
 


 •  financial resources and reputation of the vendor.


We believe that we compete favorably with most of our competitors on the basis of each of the factors listed above, except that certain of our
competitors have greater sales, marketing and financial resources, more extensive geographic presence and greater name recognition than we do. In addition,
although we have extended the number of applications we have introduced for specific vertical markets, we may be at a disadvantage in certain vertical
markets compared to certain of our competitors. We may face future competition in our markets from other large, established companies, as well as from
emerging companies. In addition, we expect that there is likely to be continued consolidation in our industry that could lead to increased price competition
and other forms of competition.


Intellectual Property
Our success depends upon our ability to protect our core technology and intellectual property. To accomplish this, we rely on a combination of


intellectual property rights, including trade secrets, patents, copyrights and trademarks, as well as customary contractual protections. We view our trade
secrets and know-how as a significant component of our intellectual property assets, as we have spent years designing and developing our cloud-based,
integrated application suite, which we believe differentiates us from our competitors.


As of December 31, 2014, we have numerous issued US patents and pending US patent applications. We do not know whether any of our pending
patent applications will result in the issuance of patents or whether the examination process will require us to narrow our claims.  There can be no assurances
that our patents, or our pending patent applications even if granted, will provide us with protection.


We have a number of registered and unregistered trademarks. We maintain a policy requiring our employees, consultants and other third parties to
enter into confidentiality and proprietary rights agreements and to control access to software, documentation and other proprietary information.


In addition, we license third-party technologies that are incorporated into some elements of our services. Licenses of third-party technologies may
not continue to be available to us at a reasonable cost, or at all. The steps we have taken to protect our intellectual property rights may not be adequate. Third
parties may infringe or misappropriate our proprietary rights. Competitors may also independently develop technologies that are substantially equivalent or
superior to the technologies we employ in our services. Failure to protect our proprietary rights adequately could significantly harm our competitive position
and operating results.


The software and technology industries are characterized by the existence of a large number of patents, copyrights, trademarks and trade secrets and
by frequent litigation based on allegations of infringement or other violations of intellectual property rights. As we face increasing competition, the
possibility of intellectual property rights claims against us grows. Many of our service agreements require us to indemnify our customers for certain third-
party intellectual property infringement claims, which would increase our costs as a result of
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defending those claims and might require that we pay damages if there were an adverse ruling in any such claims. We, and certain of our customers, have in
the past received correspondence from third parties alleging that certain of our services, or customers' use of our services, violate these third parties' patent
rights. These types of correspondence and future claims could harm our relationships with our customers and might deter future customers from subscribing to
our services.


With respect to any intellectual property rights claim against us or our customers, we may have to pay damages or stop using technology found to be
in violation of a third party's rights. We may have to seek a license for the technology, which may not be available on reasonable terms, significantly increase
our operating expenses or require us to restrict our business activities in one or more respects. The technology also may not be available for license to us at
all. As a result, we may be required to develop alternative non-infringing technology, which could require significant effort and expense.


Employees
As of December 31, 2014, we had 3,357 employees. We also engage a number of independent contractors and consultants. None of our employees is


represented by a labor union with respect to his or her employment with us. We have not experienced any work stoppages, and we consider our relations with
our employees to be good. Our future success will depend upon our ability to attract and retain qualified personnel. Competition for qualified personnel
remains intense, and we may not be successful in retaining our key employees or attracting skilled personnel.


Available Information
You can obtain copies of our Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and other filings with the Securities and


Exchange Commission ("SEC"), and all amendments to these filings, free of charge from our Web site at http://www.netsuite.com/investors as soon as
reasonably practicable following our filing of any of these reports with the SEC. You can also obtain copies free of charge by contacting our Investor
Relations department at our corporate headquarters. The information found on our website is not a part of this or any other report we file with or furnish to the
SEC.


You can also read and copy any materials we file with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Washington, DC 20549.
You can obtain additional information about the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC
maintains a website (http://www.sec.gov) that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the SEC, including us.


Executive Officers of the Registrant
Our executive officers, and their ages and positions as of February 27, 2015, are set forth below:


 


     


Name  Age  Position(s)


Zachary Nelson  53  President, Chief Executive Officer and Director
Evan M. Goldberg  48  Chief Technology Officer and Chairman of the Board
James McGeever  48  Chief Operating Officer
Ronald Gill  48  Chief Financial Officer
Douglas P. Solomon  48  Senior Vice President, General Counsel and Secretary
Timothy Dilley  55  Executive Vice President, Worldwide Services and Chief Customer Officer
Marc Huffman  44  President, Worldwide Sales and Distribution


Zachary Nelson has served as a director since July 2002 and as our President and Chief Executive Officer since January 2003. Prior to that, Mr.
Nelson served as our President and Chief Operating Officer from July 2002 to January 2003. Previously he served as senior executive at Network Associates,
Inc., Oracle Corporation and Sun Microsystems, Inc. He holds B.S. and M.A. degrees from Stanford University.


Evan M. Goldberg co-founded our company in 1998 and has served as Chairman of our Board of Directors and as our Chief Technology Officer
since January 2003. From October 1998 through January 2003, Mr. Goldberg held various positions with us, including President and Chief Executive Officer
and Chief Technology Officer. Prior to joining us, Mr. Goldberg founded mBed Software, Inc., a software company focused on multimedia tools for website
developers, where he served as Chief Executive Officer from November 1995 to September 1998. From August 1987 to November 1995, Mr. Goldberg held
various positions in product development at Oracle Corporation, including Vice President of Development in the New Media Division. Mr. Goldberg holds a
B.A. from Harvard College.


James McGeever has served as our Chief Operating Officer since July 2010. Prior to that, Mr. McGeever served as Chief Financial Officer from June
2000 to July 2010. From January 2000 to June 2000, Mr. McGeever served as our Director of Finance. Prior to joining us, Mr. McGeever was the controller of
Clontech Laboratories, Inc., a privately held biotechnology company from 1998 to 2000 and the corporate controller at Photon Dynamics, Inc., a capital
equipment maker from 1994 to 1998. Mr. McGeever holds a B.Sc. from the London School of Economics. Mr. McGeever has qualified as a chartered
accountant in the United Kingdom.


Ronald Gill has served as Chief Financial Officer since July 2010. Prior to that, Mr. Gill served as Senior Vice President, Finance from August 2007
to July 2010. Prior to joining our company in August 2007, Mr. Gill was Vice President, Finance at Hyperion Solutions Corporation, a provider of
performance management software from August 2006 until July 2007. Hyperion Solutions Corporation was
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acquired by Oracle Corporation in April 2007. From 2004 until May 2006, Mr. Gill was the Chief Controller, Product and Technology Group at SAP. Mr. Gill
holds a B.A. from Baylor University and a Master of International Business Studies degree from the University of South Carolina.


Douglas P. Solomon has served as our Senior Vice President, General Counsel and Secretary since July 2008. Mr. Solomon served as our Vice
President, Legal & Corporate Affairs from November 2006 to July 2008 and has been our Secretary since January 2007. Prior to joining us, Mr. Solomon
served in senior legal and management roles at Unwired Planet (formerly Openwave Systems Inc.), a software company, from April 2000 through March 2006,
including Vice President, Legal & Corporate Affairs. He holds a B.A. from the University of Michigan and a J.D. from Harvard Law School.


Timothy Dilley has served as our Executive Vice President, Worldwide Services and Chief Customer Officer since December 2006. Prior to joining
us, Mr. Dilley served as Senior Vice President of Global Customer Services at Informatica Corporation, an enterprise software company, from December 1998
until December 2006. He holds a B.S. from California State University at Fresno.


Marc Huffman has served as our President, Worldwide Sales and Distribution since April 2014.  Prior to that, Mr. Huffman served as our Senior Vice
President of North American Verticals, Channels and APAC from 2010 to April 2014.  From 2008 to 2010, Mr. Huffman served as our Senior Vice President of
Sales, North America.  From December 2003 to 2008, Mr. Huffman served as our Vice President of Sales.  Prior to joining us, Mr. Huffman served as a director
of sales responsible for Canada and the central U.S. at Oracle Corp.  Mr. Huffman holds a B.S. from California State University, Chico.
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Item 1A. Risk Factors


A description of the risks and uncertainties associated with our business is set forth below. If any of such risks and uncertainties actually occurs, our
business, financial condition or operating results could differ materially from the plans, projections and other forward-looking statements included in the
section titled "Management's Discussion and Analysis of Financial Condition and Results of Operations" and elsewhere in this report and in our other
public filings. In addition, if any of the following risks and uncertainties, or if any other risks and uncertainties, actually occurs, our business, financial
condition or operating results could be harmed substantially, which could cause the market price of our stock to decline, perhaps significantly.


Risks Related to Our Business


Continued adverse economic conditions or reduced investments in cloud-based applications and information technology spending may harm our business.


Our business depends on the overall demand for cloud-based applications and information technology spending and on the economic health and
general willingness of our current and prospective customers to make capital commitments. If the conditions in the U.S. and global economic environment
remain uncertain or continue to be volatile, or if they deteriorate further, our business, operating results, and financial condition may be materially adversely
affected. Continued weak or volatile economic conditions, or a reduction in spending for cloud-based applications and information technology even if
economic conditions improve, would likely harm our business and operating results in a number of ways, including longer sales cycles, extended payment
terms, lower prices for our products and services, reduced sales, and lower customer retention rates.


We have a history of losses, and we may not achieve profitability in the future.


We have not been profitable on a generally accepted accounting principles (“GAAP”) basis during any quarterly or annual period since our
formation. We experienced a net loss of $100.0 million for the year ended December 31, 2014. As of that date, our accumulated deficit was $549.2 million.
We expect to make significant future expenditures related to the development and expansion of our business. As a result of these increased expenditures, we
will have to generate and sustain increased revenue to achieve and maintain future profitability. While historically our revenue has grown, this growth may
not be sustainable and we may not achieve sufficient revenue to achieve or maintain profitability. We may incur significant losses in the future for a number
of reasons, including due to the other risks described in this Annual Report, and we may encounter unforeseen expenses, difficulties, complications and
delays and other unknown factors. Accordingly, we may not be able to achieve or maintain profitability and we may continue to incur significant losses for
the foreseeable future.


Many of our customers are small- and medium‑sized businesses and divisions of large companies, which may result in increased costs as we attempt to
reach, acquire and retain customers.


We market and sell our application suite to small- and medium-sized businesses and divisions of large companies. To grow our revenue quickly, we
must add new customers, sell additional services to existing customers and encourage existing customers to renew their subscriptions. However, selling to
and retaining small- and medium-sized businesses can be more difficult than selling to and retaining large enterprises because small- and medium-sized
business customers:


• are more price sensitive;
• are more difficult to reach with broad marketing campaigns;
• have high churn rates in part because of the nature of their businesses;
• often lack the staffing to benefit fully from our application suite’s rich feature set; and
• often require higher sales, marketing and support expenditures by vendors that sell to them per revenue dollar generated for those vendors.


If we are unable to cost‑effectively market and sell our service to our target customers, our ability to grow our revenue and become profitable will be
harmed.


Our business depends substantially on customers renewing, upgrading and expanding their subscriptions for our services. Any decline in our customer
renewals, upgrades and expansions would harm our future operating results.


We sell our application suite pursuant to service agreements that are generally one year in length. Our customers have no obligation to renew their
subscriptions after their subscription period expires, and they may not renew their subscriptions at the same or higher levels. Moreover, under specific
circumstances, our customers have the right to cancel their service agreements before they expire. In addition, in the first year of a subscription, customers
often purchase a higher level of professional services than they do in renewal years. As a result, our ability to grow is dependent in part on customers
purchasing additional subscriptions and modules after the first year of their subscriptions. We may not accurately predict future trends in customer renewals.
Our customers’ renewal rates may decline or fluctuate because of several factors, including their satisfaction or dissatisfaction with our services, the prices of
our services, the prices of services offered by our competitors or reductions in our customers’ spending levels due to the macroeconomic environment or other
factors. If our customers do not renew their subscriptions for our services, renew on less favorable terms, or do not purchase additional functionality or
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subscriptions, our revenue may grow more slowly than expected or decline and our profitability and gross margin may be harmed.


Any disruption of service at our data centers could interrupt or delay our ability to deliver our service to our customers.


We host our services, serve our customers and support our operations primarily from California-based data centers, which we operate in conjunction
with CenturyLink. However, we host our NetSuite OpenAir applications from a Massachusetts-based data center, which we also operate in conjunction with
CenturyLink. We also operate some customer and partner accounts along with Release Preview and trial accounts from a Massachusetts-based data center,
which we operate in conjunction with CenturyLink. The OrderMotion applications are hosted from a Virginia-based datacenter which we operate in
conjunction with RackSpace. The Element Fusion applications are hosted from a datacenter which we operate in conjunction with CenturyLink. The Tribe
HR applications are hosted from a Canada-based datacenter which we operate in conjunction with VM Farms. We do not have sole control over the
operations of these facilities. These facilities are vulnerable to damage or interruption from earthquakes, hurricanes, floods, fires, cyber security attacks,
terrorist attacks, power losses, telecommunications failures and similar events. The occurrence of a natural disaster or an act of terrorism, a decision to close
the facilities without adequate notice or other unanticipated problems could result in lengthy interruptions in our services. As part of our current disaster
recovery arrangements, our customer data in our California-based data center production environment is replicated to a data center operated in conjunction
with CenturyLink located on the East coast of the United States. In particular, our California-based data facilities are located in an area known for seismic
activity, increasing our susceptibility to the risk that an earthquake could significantly harm the operations of these facilities. Likewise, facilities operated on
the East coast of the United States are susceptible to hurricanes, winter storms and other regionally disruptive events. The facilities also could be subject to
break-ins, computer viruses, sabotage, intentional acts of vandalism and other misconduct.


Our data center facilities providers have no obligations to renew their agreements with us on commercially reasonable terms, or at all. If we are
unable to renew our agreements with the facilities providers on commercially reasonable terms, if our agreements with our facility providers are prematurely
terminated, or if in the future we add additional data center facility providers, we may experience costs or downtime in connection with the transfer to, or the
addition of, new data center facilities.


Any errors, defects, disruptions or other performance problems with our services could harm our reputation and may damage our customers’
businesses. Interruptions in our services might reduce our revenue, cause us to issue credits to customers, subject us to potential liability, cause customers to
terminate their subscriptions and harm our renewal rates.


We may become liable to our customers and lose customers if we have defects or disruptions in our service or if we provide poor service.


Because we deliver our application suite as a service, errors or defects in the software applications underlying our service, or a failure of our hosting
infrastructure, may make our service unavailable to our customers. We are also reliant on third-party software and infrastructure, including the infrastructure
of the Internet, to provide our services. Any failure of or disruption to this software and infrastructure could also make our service unavailable to our
customers. Since our customers use our suite to manage critical aspects of their business, any errors, defects, disruptions in service or other performance
problems with our suite, whether in connection with the day‑to‑day operation of our suite, upgrades or otherwise, could damage our customers’ businesses. If
we have any errors, defects, disruptions in service or other performance problems with our suite, customers could elect not to renew, or delay or withhold
payment to us, we could lose future sales or customers may make warranty claims against us, which could result in an increase in our provision for doubtful
accounts, an increase in collection cycles for accounts receivable or costly litigation.


The market for cloud-based applications may develop more slowly than we expect.


Our success will depend, to a large extent, on the willingness of medium-sized businesses to accept cloud-based services for applications that they
view as critical to the success of their business. Many companies have invested substantial effort and financial resources to integrate traditional enterprise
software into their businesses and may be reluctant or unwilling to switch to a different application or to migrate these applications to cloud-based services.
Other factors that may affect market acceptance of our application include:


• the security capabilities, reliability and availability of cloud-based services;
• customer concerns with entrusting a third party to store and manage their data, especially confidential or sensitive data;
• our ability to minimize the time and resources required to implement our suite;
• our ability to maintain high levels of customer satisfaction;
• our ability to implement upgrades and other changes to our software without disrupting our service;
• the level of customization or configuration we offer;
• our ability to provide rapid response time during periods of intense activity on customer websites; and
• the price, performance and availability of competing products and services.


The market for these services may not develop further, or may develop more slowly than we expect, either of which would harm our business.
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If our security measures are breached and unauthorized access is obtained to a customer’s data, we may incur significant liabilities, our service may be
perceived as not being secure and customers may curtail or stop using our suite.


The services we offer involve the storage of large amounts of our customers’ sensitive and proprietary information. If our security measures are
breached as a result of third‑party action, employee error, malfeasance or otherwise, and someone disrupts the confidentiality, integrity, or availability our
customers’ data, we could incur significant liability to our customers and to individuals or businesses whose information was being stored by our customers,
our business may suffer and our reputation will be damaged. Because techniques used to obtain unauthorized access to, or to sabotage, systems change
frequently and generally are not recognized until launched against a target, we may be unable to anticipate these techniques or to implement adequate
preventive measures. If an actual or perceived breach of our security occurs, the market perception of the effectiveness of our security measures could be
harmed and we could lose sales and customers. Such an actual or perceived breach could also cause a significant and rapid decline in our stock price and the
value of our convertible senior notes (the “Notes”).


We provide service-level commitments to our customers, which could cause us to issue credits for future services if the stated service levels are not met for a
given period and could significantly harm our revenue.


Our customer agreements provide service-level commitments. If we are unable to meet the stated service-level commitments or suffer extended
periods of unavailability for our service, we may be contractually obligated to provide these customers with credits for future services. Our revenue could be
significantly impacted if we suffer unscheduled downtime that exceeds the allowed downtimes under our agreements with our customers. In light of our
historical experience with meeting our service-level commitments, we do not currently have any liabilities on our balance sheet for these commitments. Our
service-level commitment to customers is 99.5% uptime per period, excluding scheduled maintenance. The failure to meet this level of service availability
may require us to credit qualifying customers for the value of an entire month of their subscription fees, not just the value of the subscription fee for the
period of the downtime. As a result, a failure to deliver services for a relatively short duration could cause us to issue these credits to all qualifying customers.
Any extended service outages could harm our reputation, revenue and operating results.


Assertions by a third party that we infringe its intellectual property, whether successful or not, could subject us to costly and time‑consuming litigation or
expensive licenses.


The software and technology industries are characterized by the existence of a large number of patents, copyrights, trademarks and trade secrets and
by frequent and an increasing amount of litigation based on allegations of infringement or other violations of intellectual property rights. We have from time
to time received claims from third parties alleging we are infringing their intellectual property, and as we continue to grow, the possibility of these and other
intellectual property rights claims against us may increase. Our technologies or technologies that we license may not be able to withstand any third‑party
claims that they infringe or otherwise violate intellectual property rights. Furthermore, many of our service agreements require us to indemnify our customers
for certain third‑party intellectual property infringement claims, which could increase our costs as a result of defending such claims and may require that we
pay damages if there were an adverse ruling related to any such claims. These types of claims could harm our relationships with our customers, may deter
future customers from subscribing to our services or could expose us to litigation for these claims. Even if we are not a party to any litigation between a
customer and a third party, an adverse outcome in any such litigation could make it more difficult for us to defend our intellectual property in any subsequent
litigation in which we are a named party.


Any intellectual property rights claim against us or our customers, with or without merit, could be time‑consuming, expensive to litigate or settle
and could divert management attention and financial resources. An adverse determination also could prevent us from offering our suite to our customers and
may require that we procure or develop substitute services that do not infringe.


For any intellectual property rights claim against us or our customers, we may have to pay damages, license fees and/or stop using technology found
to be in violation of a third party’s rights. We may have to seek a license for the technology. Such license may not be available on reasonable terms, if at all,
and may significantly increase our operating expenses or may require us to restrict our business activities and limit our ability to deliver certain products and
services. As a result, we may also be required to develop alternative non‑infringing technology, which could require significant effort and expense and/or
cause us to alter our product and service offerings which could negatively affect our business.


Our success depends in large part on our ability to protect and enforce our intellectual property rights.


We rely on a combination of patent, copyright, service mark, trademark and trade secret laws, as well as confidentiality procedures and contractual
restrictions, to establish and protect our proprietary rights, all of which provide only limited protection. We have numerous issued US patents and pending
US patent applications. We cannot assure you that any patents will issue from our currently pending patent applications in a manner that gives us the
protection that we seek, if at all, or that any of our current patents or future patents issued to us will not be challenged, invalidated or circumvented. Any of
our current patents or patents that may issue in the future from pending or future patent applications may not provide sufficiently broad protection or they
may not prove to be enforceable in actions against alleged infringers. Additionally, although we have licensed from other parties proprietary technology
covered by patents, we cannot be certain that any such patents will not be challenged, invalidated or circumvented. Also, we cannot assure you that any
future service mark or trademark registrations will be issued for pending or future applications or that any registered service marks or trademarks will be
enforceable or provide adequate protection of our proprietary rights.
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We endeavor to enter into agreements with our employees and contractors and agreements with parties with whom we do business to limit access to
and disclosure of our proprietary information. The steps we have taken, however, may not prevent unauthorized use or the reverse engineering of our
technology. Moreover, others may independently develop technologies that are competitive to ours or infringe our intellectual property. Enforcement of our
intellectual property rights also depends on our successful legal actions against these infringers, but these actions may not be successful, even when our
rights have been infringed.


Furthermore, effective patent, trademark, service mark, copyright and trade secret protection may not be available in every country in which our
services are available. In addition, the legal standards relating to the validity, enforceability and scope of protection of intellectual property rights in
Internet‑related industries are uncertain and still evolving.


Our quarterly and annual operating results may fluctuate in the future. As a result, we may fail to meet or exceed the expectations of research analysts or
investors, which could cause our stock price to decline.


Our quarterly and annual operating results may fluctuate as a result of a variety of factors, many of which are outside of our control. A decline in
general macroeconomic conditions could adversely affect our customers’ ability or willingness to purchase our application suite, which could adversely
affect our operating results or financial outlook. Fluctuations in our quarterly operating annual results or financial outlook may also be due to a number of
additional factors, including the risks and uncertainties discussed elsewhere in this report.


Fluctuations in our operating results could cause our stock price to decline rapidly, may lead analysts to change their long‑term model for valuing
our common stock, may impact our ability to retain or attract key personnel, or may cause other unanticipated issues. If our operating results or financial
outlook fall below the expectations of research analysts or investors, the price of our common stock and the market value of the Notes could decline
substantially.


We believe that our revenue and operating results may vary significantly in the future and that period‑to‑period comparisons of our operating results
may not be meaningful. You should not rely on the results of one quarter as an indication of future performance.


We have encountered and will continue to encounter risks and difficulties frequently experienced by growing companies in rapidly changing industries.


Our company has been in existence since 1998, and much of our growth has occurred since 2004, with our revenue increasing from $17.7 million
during the year ended December 31, 2004 to $556.3 million during the year ended December 31, 2014. We have encountered and will continue to encounter
risks and difficulties frequently experienced by growing companies in rapidly changing industries. If we do not address these risks successfully, our business
may be harmed.


The markets in which we compete are intensely competitive, and if we do not compete effectively, our operating results may be harmed.


The markets for financials/ERP, CRM, Ecommerce, PSA and HCM applications are intensely competitive and rapidly changing with relatively low
barriers to entry. With the introduction of new technologies and market entrants, we expect competition to intensify in the future. In addition, pricing
pressures and increased competition generally could result in reduced sales, reduced margins or the failure of our service to achieve or maintain more
widespread market acceptance. Often we compete to sell our application suite against existing systems that our potential customers have already made
significant expenditures to install. Competition in our market is based principally upon service breadth and functionality; service performance, security and
reliability; ability to tailor and customize services for a specific company, vertical or industry; ease of use of the service; speed and ease of deployment,
integration and configuration; total cost of ownership, including price and implementation and support costs; professional services implementation; and
financial resources of the vendor.


We face competition from both traditional software vendors and SaaS providers. Our principal competitors include Epicor Software Corporation,
Intuit Inc., Microsoft Corporation, Oracle Corporation, SAP, The Sage Group plc and salesforce.com, inc. Many of our actual and potential competitors enjoy
substantial competitive advantages over us, such as greater name recognition, longer operating histories, more varied products and services and larger
marketing budgets, as well as substantially greater financial, technical and other resources. In addition, many of our competitors have established marketing
relationships and access to larger customer bases, and have major distribution agreements with consultants, system integrators and resellers. If we are not able
to compete effectively, our operating results will be harmed.


Our brand name and our business may be harmed by aggressive marketing strategies of our competitors.


Because of the early stage of development of our markets, we believe that building and maintaining brand recognition and customer goodwill is
critical to our success. Our efforts in this area have, on occasion, been complicated by the marketing efforts of our competitors, which may include
incomplete, inaccurate and false statements about our company and our services that could harm our business. Our ability to respond to our competitors’
misleading marketing efforts may be limited under certain circumstances by legal prohibitions on permissible public communications by us as a public
company.
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If the prices we charge for our services are unacceptable to our customers, our operating results will be harmed.


As the market for our services matures, or as new competitors introduce new products or services that compete with ours, we may be unable to renew
our agreements with existing customers or attract new customers at the same price or based on the same pricing model as previously used. As a result, it is
possible that competitive dynamics in our market may require us to change our pricing model or reduce our prices, which could harm our revenue, gross
margin and operating results.


If we are unable to develop new services or sell our services into new markets, our revenue growth will be harmed and we may not be able to achieve
profitability.


Our ability to attract new customers and increase revenue from existing customers will depend in large part on our ability to enhance and improve
our existing application suite and to introduce new services and sell into new markets. The success of any enhancement or new service depends on several
factors, including the timely completion, introduction and market acceptance of the enhancement or service. Any new service we develop or acquire may not
be introduced in a timely or cost‑effective manner and may not achieve the broad market acceptance necessary to generate significant revenue. Any new
markets into which we attempt to sell our application, including new vertical markets and new countries or regions, may not be receptive. If we are unable to
successfully develop or acquire new services, enhance our existing services to meet customer requirements or sell our services into new markets, our revenue
will not grow as expected and we may not be able to achieve profitability.


Because we are a global organization and our long‑term success depends, in part, on our ability to expand our sales of our and operations outside of the
United States, our business is susceptible to risks associated with international sales and operations.


We currently maintain offices outside of the United States and have sales personnel or independent consultants in several countries. Approximately
one quarter of our employees are located in an office in the Philippines. We have limited experience operating in foreign jurisdictions and are rapidly
building our international operations. Managing a global organization is difficult, time consuming and expensive. Our inexperience in operating our
business outside of the United States increases the risk that any international expansion efforts that we may undertake will not be successful. In addition,
conducting international operations subjects us to new risks that we have not generally faced in the United States. These risks include:


• localization of our services, including translation into foreign languages and adaptation for local practices and regulatory requirements;
• lack of familiarity with and unexpected changes in foreign regulatory requirements;
• longer accounts receivable payment cycles and difficulties in collecting accounts receivable;
• difficulties in managing and staffing international operations;
• fluctuations in currency exchange rates;
• potentially adverse tax consequences, including the complexities of foreign value added tax systems and restrictions on the repatriation of earnings;
• dependence on certain third parties, including channel partners with whom we do not have extensive experience;
• the burdens of complying with a wide variety of foreign laws and legal standards;
• increased financial accounting and reporting burdens and complexities;
• political, social and economic instability abroad, terrorist attacks and security concerns in general; and
• reduced or varied protection for intellectual property rights in some countries.


Operating in international markets also requires significant management attention and financial resources. The investment and additional resources
required to establish operations and manage growth in other countries may not produce desired levels of revenue or profitability.


We rely on third‑party software, including Oracle database software, which may be difficult to replace or could cause errors or failures of our service that
could lead to lost customers or harm to our reputation.


We rely on software licensed from third parties to offer our service, including database software from Oracle. This software may not continue to be
available to us on commercially reasonable terms, or at all. Any loss of the right to use any of this software could result in delays in the provisioning of our
service until equivalent technology is either developed by us, or, if available, is identified, obtained and integrated, which could harm our business. Any
errors or defects in third‑party software could result in errors or a failure of our service which could harm our business.


If we fail to maintain proper and effective internal controls, our ability to produce accurate and timely financial statements could be impaired and
investors’ views of us could be harmed.


Ensuring that we have adequate internal financial and accounting controls and procedures in place so that we can produce accurate financial
statements on a timely basis is a costly and time‑consuming effort that needs to be re‑evaluated frequently. Our internal control over financial reporting is a
process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in accordance
with GAAP. Although we have completed the process of documenting, reviewing and improving our internal controls and procedures for compliance with
Section 404 of the Sarbanes‑Oxley Act of 2002, for the fiscal year ended December 31, 2014, there can be no assurances that control deficiencies will not be
identified in the future.
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Implementing any additional required changes to our internal controls may distract our officers and employees, entail substantial costs to modify
our existing processes and add personnel and take significant time to complete. These changes may not, however, be effective in maintaining the adequacy of
our internal controls. Any failure to maintain that adequacy, or as consequent inability to produce accurate financial statements on a timely basis, could
increase our operating costs and harm our business. In addition, investors’ perceptions that our internal controls are inadequate or that we are unable to
produce accurate financial statements on a timely basis may harm our stock price and make it more difficult for us to effectively market and sell our service to
new and existing customers.


Our business is subject to changing regulations regarding corporate governance and public disclosure that will increase both our costs and the risk of
noncompliance.


As a public company, we incur significant legal, accounting and other expenses associated with compliance with applicable laws, rules, regulations
and listing requirements. In addition, the Sarbanes-Oxley Act, the Dodd-Frank Act, and rules subsequently implemented by the SEC and The New York Stock
Exchange, have imposed a variety of compliance requirements on public companies, including requiring changes in corporate governance practices. In
addition, the SEC and the U.S. Congress may continue to increase the scope of applicable disclosure and corporate governance-related rules. Our
management and other personnel may need to devote a substantial amount of time to the compliance requirements associated with being a public company.
Moreover, these laws, rules and regulations have increased and may continue to increase the scope, complexity and cost of our corporate governance,
reporting and disclosure practices.


Because we recognize subscription revenue over the term of the applicable agreement, the lack of subscription renewals or new service agreements may not
be reflected immediately in our operating results.


The majority of our quarterly revenue is attributable to service agreements entered into during previous quarters. A decline in new or renewed
service agreements in any one quarter will not be fully reflected in our revenue in that quarter but will harm our revenue in future quarters. As a result, the
effect of significant downturns in sales and market acceptance of our services in a particular quarter may not be fully reflected in our operating results until
future periods. Our subscription model also makes it difficult for us to rapidly increase our revenue through additional sales in any period, because revenue
from new customers must be recognized over the applicable subscription term.


Material defects or errors in the software we use to deliver our services could harm our reputation, result in significant costs to us and impair our ability to
sell our services.


The software applications underlying our services are inherently complex and may contain material defects or errors, particularly when first
introduced or when new versions or enhancements are released. We have from time to time found defects in our service, and new errors in our existing service
may be detected in the future. Any defects that cause interruptions to the availability of our services could result in:


• a reduction in sales or delay in market acceptance of our services;


• sales credits or refunds to our customers;


• loss of existing customers and difficulty in attracting new customers;


• diversion of development resources;


• harm to our reputation; and


• increased warranty and insurance costs.


After the release of our services, defects or errors may also be identified from time to time by our internal team and by our customers. The costs
incurred in correcting any material defects or errors in our services may be substantial and could harm our operating results.


Government regulation of the Internet and Ecommerce is evolving, and unfavorable changes or our failure to comply with regulations could harm our
operating results.


As Internet commerce continues to evolve, increasing regulation by federal, state or foreign agencies becomes more likely. For example, we believe
increased regulation is likely in the area of data privacy, and laws and regulations applying to the solicitation, collection, processing or use of personal or
consumer information could affect our customers’ ability to use and share data, potentially reducing demand for financials/ERP, CRM, PSA and Ecommerce
solutions and restricting our ability to store, process and share our customers’ data. In addition, taxation of services provided over the Internet or other
charges imposed by government agencies or by private organizations for accessing the Internet may also be imposed. Any regulation imposing greater fees
for Internet use or restricting information exchanged over the Internet could result in a decline in the use of the Internet and the viability of Internet‑based
services, harming our business and operating results.
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Privacy concerns and laws or other domestic or foreign regulations may reduce the effectiveness of our application suite and harm our business.


Our customers can use our service to store personal or identifying information regarding their customers and contacts. Federal, state and foreign
government bodies and agencies, however, have adopted or are considering adopting laws and regulations regarding the collection, use and disclosure of
personal information obtained from consumers and other individuals. The costs of compliance with, and other burdens imposed by, such laws and regulations
that are applicable to the businesses of our customers may limit the use and adoption of our service and reduce overall demand for it.


In addition to government activity, privacy advocacy groups and the technology and other industries are considering various new, additional or
different self‑regulatory standards that may place additional burdens on us. If the gathering of personal information were to be curtailed, financials/ERP,
CRM, Ecommerce, PSA and HCM solutions would be less effective, likely reducing demand for our service and harming our business.


If benefits currently available under the Czech Republic government subsidy program are reduced or disallowed, our operational costs could increase.


At our product development facility in the Czech Republic, we participate in a government subsidy program for employing local residents. Under
the program, the Czech Republic government will reimburse us for certain operating expenses we incur. In the first quarter of 2014, we reached the initial
program's reimbursement limit. We then began participating in a second subsidy program, similar in nature to the initial program in the second quarter of
2014. During the years ended December 31, 2014, 2013, and 2012, our operational expenses were reduced by approximately $1.5 million, $2.5 million and
$2.0 million, respectively, for reimbursements of eligible operating expenses incurred during the years ended December 31, 2014, 2013 and the period from
November 2010 to December 31, 2012, respectively. We received approximately $2.2 million , $2.0 million and $1.2 million in payments from the Czech
Republic government during the years ended December 31, 2014, 2013 and 2012, respectively. If the Czech Republic government determines that our
expenses are ineligible for reimbursement, our financial condition and operating results may be harmed.


Changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations and harm our operating results.


A change in accounting standards or practices could harm our operating results and may even affect our reporting of transactions completed before
the change is effective. New accounting pronouncements and varying interpretations of accounting pronouncements have occurred and may occur in the
future. Changes to existing rules or the questioning of current practices may harm our operating results or the way we conduct our business.


Unanticipated changes in our effective tax rate could harm our future operating results.


We are subject to income taxes in the United States and various foreign jurisdictions, and our domestic and international tax liabilities are subject to
the allocation of expenses in differing jurisdictions. Our tax rate is affected by changes in the mix of earnings and losses in countries with differing statutory
tax rates, certain non‑deductible expenses arising from the requirement to expense stock options and the valuation of deferred tax assets and liabilities,
including our ability to utilize our net operating losses. Increases in our effective tax rate could harm our operating results.


We may be unable to integrate acquired businesses and technologies successfully or to achieve the expected benefits of such acquisitions. We may acquire
or invest in additional companies, which may divert our management’s attention, result in additional dilution to our stockholders and consume resources
that are necessary to sustain our business.


We have undertaken acquisitions in the past and may continue to evaluate and consider potential strategic transactions, including acquisitions and
dispositions of businesses, technologies, services, products and other assets in the future. An acquisition, investment or business relationship may result in
unforeseen operating difficulties and expenditures. In particular, we may encounter difficulties assimilating or integrating the businesses, technologies,
products, personnel or operations of the acquired companies, particularly if the key personnel of the acquired company choose not to work for us, the
company’s software is not easily adapted to work with ours or we have difficulty retaining the customers of any acquired business due to changes in
management or otherwise. Acquisitions may also disrupt our business, divert our resources and require significant management attention that would
otherwise be available for development of our business. Moreover, the anticipated benefits of any acquisition, investment or business relationship may not be
realized or we may be exposed to unknown liabilities.


We may in the future seek to acquire or invest in additional businesses, products, technologies or other assets. We also may enter into relationships
with other businesses to expand our service offerings or our ability to provide service in foreign jurisdictions, which could involve preferred or exclusive
licenses, additional channels of distribution, discount pricing or investments in other companies. Negotiating these transactions can be time‑consuming,
difficult and expensive, and our ability to close these transactions may often be subject to approvals that are beyond our control. Consequently, these
transactions, even if undertaken and announced, may not close. For one or more of those transactions, we may:
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• issue additional equity securities that would dilute our stockholders;


• use cash that we may need in the future to operate our business;


• incur debt on terms unfavorable to us or that we are unable to repay;


• incur large charges or substantial liabilities;


• encounter difficulties retaining key employees of the acquired company or integrating diverse software codes or business cultures; and


• become subject to adverse tax consequences, substantial depreciation or deferred compensation charges.


Any of these risks could harm our business and operating results.


We rely on our management team and need additional personnel to grow our business, and the loss of one or more key employees or our inability to attract
and retain qualified personnel could harm our business.


Our success and future growth depends to a significant degree on the skills and continued services of our management team. We do not maintain key
man insurance on any members of our management team. Meeting our growth plan and our future success depends on our ability to attract, retain and
motivate highly skilled technical, managerial, sales, marketing and service and support personnel, including members of our management team. Competition
for sales, marketing and technology development personnel is particularly intense in the software and technology industries. As a result, we may be unable to
successfully attract or retain qualified personnel. Our inability to attract and retain the necessary personnel could harm our business.


Risks Related to Ownership of our Common Stock and the Notes


Lawrence J. Ellison or members of his family, and related entities, beneficially own a significant portion of our outstanding shares of common stock,
which may limit your ability to influence or control certain of our corporate actions. This concentration of ownership may also reduce the market price of
our common stock and the value of the Notes and impair a takeover attempt of us.


Entities beneficially owned by Lawrence J. Ellison held an aggregate of approximately 41.5% of our common stock as of December 31, 2014.
Further, Mr. Ellison, his family members, trusts for their benefit, and related entities together beneficially owned an aggregate of approximately 47.4% of our
common stock as of that date. Mr. Ellison is able to exercise control over approval of significant corporate transactions, including a change of control or
liquidation. In addition, if the voting restrictions that apply to NetSuite Restricted Holdings LLC, the investment entity to which Mr. Ellison has transferred
his shares, lapse or are amended, Mr. Ellison will be able to exercise control over additional corporate matters, including elections of our directors. So long as
Mr. Ellison continues to be either an officer or director of Oracle, these voting restrictions cannot be changed without the approval of an independent
committee of Oracle’s board of directors. Mr. Ellison’s interests and investment objectives may differ from our other stockholders. Mr. Ellison is also the
Chief Technology Officer, a principal stockholder and a director of Oracle Corporation. Oracle supplies us with database and other software on which we rely
to provide our service and is also a potential competitor of ours.


Our Board of Directors adopted resolutions which renounce and provide for a waiver of the corporate opportunity doctrine as it relates to
Mr. Ellison. As a result, Mr. Ellison has no fiduciary duty to present corporate opportunities to us. In addition, Mr. Ellison’s significant interest in us could
discourage potential acquirers or result in a delay or prevention of a change in control of our company or other significant corporate transactions, even if a
transaction of that sort would be beneficial to our other stockholders or in our best interest and, as a result, reduce the market price of our common stock and
the value of the Notes.


Volatility in the market price and trading volume of our common stock and the Notes could adversely impact the trading price of our common stock and
the Notes.


The stock market in recent years has experienced significant price and volume fluctuations that have often been unrelated to the operating
performance of companies. The market price of our common stock could fluctuate significantly for many reasons, including in response to the risks described
in this section, elsewhere in this report or for reasons unrelated to our operations, such as reports by industry analysts, investor perceptions or negative
announcements by our customers, competitors or suppliers regarding their own performance, as well as industry conditions and general financial, economic
and political instability. A decrease in the market price of our common stock would likely adversely impact the trading price of the Notes. The market price
of our common stock could also be affected by possible sales of our common stock by investors who view the Notes as a more attractive means of equity
participation in us and by hedging or arbitrage trading activity that we expect to develop involving our common stock. This trading activity could, in turn,
affect the trading prices of our common stock and the Notes.
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We may not have the ability to raise the funds necessary to settle conversions of the Notes or to repurchase the Notes upon a fundamental change, which
may affect the trading price of our common stock, and our future debt may contain limitations on our ability to repurchase the Notes.


Holders of the Notes will have the right to require us to repurchase their Notes upon the occurrence of a fundamental change at a repurchase price
equal to 100% of their principal amount, plus accrued and unpaid interest, if any. In addition, upon conversion of the Notes, unless we elect to deliver solely
shares of our common stock to settle such conversion (other than paying cash in lieu of delivering any fractional share), we will be required to make cash
payments in respect of the Notes being converted. However, we may not have enough available cash or be able to obtain financing at the time we are required
to make repurchases of Notes surrendered therefor or Notes being converted, which could harm our reputation and affect the trading price of our common
stock.


In addition, our ability to repurchase the Notes may be limited by law, by regulatory authority or by agreements governing our future indebtedness.
Our failure to repurchase Notes at a time when the repurchase is required by the indenture would constitute a default under the indenture and could harm our
reputation and affect the trading price of our common stock. A default under the indenture or the fundamental change itself could also lead to a default under
agreements governing our future indebtedness. If the repayment of the related indebtedness were to be accelerated after any applicable notice or grace
periods, we may not have sufficient funds to repay the indebtedness and repurchase the Notes.


The conditional conversion feature of the Notes, if triggered, may harm our financial condition and operating results.


In the event the conditional conversion feature of the Notes is triggered, holders of Notes will be entitled to convert the Notes at any time during
specified periods at their option. If one or more holders elect to convert their Notes, unless we elect to satisfy our conversion obligation by delivering solely
shares of our common stock (other than paying cash in lieu of delivering any fractional share), we would be required to settle a portion or all of our
conversion obligation through the payment of cash, which could adversely affect our liquidity. In addition, even if holders do not elect to convert their
Notes, we could be required under applicable accounting rules to reclassify all or a portion of the outstanding principal of the Notes as a current rather than
long-term liability, which would result in a material reduction of our net working capital.


The accounting method for convertible debt securities that may be settled in cash, such as the Notes, is the subject of recent changes that could have a
material effect on our reported financial results.


In May 2008, the Financial Accounting Standards Board, which we refer to as FASB, issued FASB Staff Position No. APB 14-1, Accounting for
Convertible Debt Instruments That May Be Settled in Cash Upon Conversion (Including Partial Cash Settlement), which has subsequently been codified as
Accounting Standards Codification 470-20, Debt with Conversion and Other Options, which we refer to as ASC 470-20. Under ASC 470-20, an entity must
separately account for the liability and equity components of the convertible debt instruments (such as the Notes) that may be settled entirely or partially in
cash upon conversion in a manner that reflects the issuer's economic interest cost. The effect of ASC 470-20 on the accounting for the Notes is that the equity
component is required to be included in the additional paid-in capital section of stockholders' equity on our consolidated balance sheet, and the value of the
equity component would be treated as original issue discount for purposes of accounting for the debt component of the Notes. As a result, we will be required
to record a greater amount of non-cash interest expense in current periods presented as a result of the amortization of the discounted carrying value of the
Notes to their face amount over the term of the Notes. We will report lower net income in our financial results because ASC 470-20 will require interest to
include both the current period's amortization of the debt discount and the instrument's coupon interest, which could adversely affect our reported or future
financial results, the trading price of our common stock and the trading price of the Notes.


In addition, under certain circumstances, we may apply the treasury stock method with respect to the Notes, the effect of which is that only the
number of shares of common stock that would be necessary to settle the conversion spread, if any, are included in the diluted earnings per share calculation. If
we are unable to use the treasury stock method, then we would assume issuance of the number of shares of common stock that would be necessary to settle
both the principal balance of the Notes and the conversion spread, if any, and our diluted earnings per share would be harmed.


Future sales of shares by existing stockholders could cause our stock price to decline and adversely impact the trading price of the Notes.


If our existing stockholders sell or otherwise dispose of, or indicate an intention to sell or dispose of, substantial amounts of our common stock in
the public market, the trading price of our common stock could decline. As of December 31, 2014, we had a total of 77,031,827 shares of our common stock
outstanding. Although shares that are held by NetSuite Restricted Holdings LLC are subject to certain restrictions on disposition and a portion of the
remaining shares are subject to our Insider Trading Compliance Policy during certain periods of each quarter, substantially all of the shares held by parties
other than NetSuite Restricted Holdings LLC, representing 58.5% of our outstanding shares as of December 31, 2014, are freely tradable, subject to our
quarterly black-out policy that applies to the shares held by our directors, officers, employees and consultants. If a significant number of these shares are sold,
or if it is perceived that they will be sold, in the public market, the trading price of our common stock could decline.


Further, in the future, we may sell additional shares of our common stock to raise capital. In addition, a substantial number of shares of our common
stock are reserved for issuance upon the exercise of stock options, the vesting of restricted stock units and performance share units and performance shares
and upon conversion of the Notes. We cannot predict the size of future issuances or the effect, if any, that they may have on the market price for our common
stock. The issuance and sale of
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substantial amounts of common stock, or the perception that such issuances and sales may occur, could adversely affect the trading price of the Notes and the
market price of our common stock and impair our ability to raise capital through the sale of additional equity securities.


The increase in the conversion rate for Notes converted in connection with a make-whole fundamental change may not adequately compensate the holders
of the Notes for any lost value of their Notes as a result of such transaction and may cause our existing stockholders to experience additional dilution.


If a make-whole fundamental change occurs prior to the maturity date, under certain circumstances, we will increase the conversion rate by a number
of additional shares of our common stock for Notes converted in connection with such make-whole fundamental change, which may cause our existing
stockholders to experience additional dilution. The increase in the conversion rate will be determined based on the date on which the specified corporate
transaction becomes effective and the price paid (or deemed to be paid) per share of our common stock in such transaction. The increase in the conversion
rate for Notes converted in connection with a make-whole fundamental change may not adequately compensate the holders of the Notes for any lost value of
their Notes as a result of such transaction. In addition, if the price of our common stock in the transaction is greater than $275.00 per share or less than $86.00
per share (in each case, subject to adjustment), no additional shares will be added to the conversion rate. Moreover, in no event will the conversion rate per
$1,000 principal amount of Notes as a result of this adjustment exceed shares of common stock, subject to adjustment pursuant to the terms of the Notes.


Our obligation to increase the conversion rate for Notes converted in connection with a make-whole fundamental change could be considered a
penalty, in which case the enforceability thereof would be subject to general principles of reasonableness and equitable remedies.


Provisions in the indenture for the Notes may deter or prevent a business combination that may be favorable to our stockholders.


If a fundamental change occurs prior to the maturity date of the Notes, holders of the Notes will have the right, at their option, to require us to
repurchase all or a portion of their Notes. In addition, if a make-whole fundamental change occurs prior to the maturity date of the Notes, we will in some
cases be required to increase the conversion rate for a holder that elects to convert its Notes in connection with such fundamental change. Furthermore, the
indenture for the Notes prohibits us from engaging in certain mergers or acquisitions unless, among other things, the surviving entity assumes our obligations
under the Notes. These and other provisions in the indenture could deter or prevent a third party from acquiring us even when the acquisition may be
favorable to our stockholders.


Any adverse rating of the Notes may cause their trading price to fall, which may affect the trading price of our common stock.


We do not intend to seek a rating on the Notes. However, if a rating service were to rate the Notes and if such rating service were to lower its rating
on the Notes below the rating initially assigned to the Notes or otherwise announces its intention to put the Notes on credit watch, the trading price of the
Notes could decline and the trading price of our common stock may be affected.


Anti‑takeover provisions contained in our amended and restated certificate of incorporation and amended and restated bylaws, as well as provisions of
Delaware law, could delay changes in management or impair a takeover attempt of us and, as a result, reduce the market price of our common stock and
the value of the Notes.


Our amended and restated certificate of incorporation, amended and restated bylaws and Delaware law contain provisions that could have the effect
of rendering more difficult or discouraging an acquisition deemed undesirable by our Board of Directors. Our corporate governance documents include
provisions:


• authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other rights superior to our common stock;
• limiting the liability of, and providing indemnification to, our directors and officers;
• limiting the ability of our stockholders to call and bring business before special meetings and to take action by written consent in lieu of a meeting;
• requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders and for nominations of candidates


for election to our Board of Directors;
• controlling the procedures for the conduct and scheduling of board and stockholder meetings;
• providing the Board of Directors with the express power to postpone previously scheduled annual meetings and to cancel previously scheduled


special meetings;
• limiting the determination of the number of directors on our board and the filling of vacancies or newly created seats on the board to our Board of


Directors then in office; and
• providing that directors may be removed by stockholders only for cause.


These provisions, alone or together, could delay hostile takeovers and changes in control or changes in our management.


As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware General Corporation law, which
prevents some stockholders holding more than 15% of our outstanding common stock from engaging in certain business combinations without approval of
the holders of substantially all of our outstanding common
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stock. Under Section 203, our largest stockholder, which is beneficially owned by Lawrence J. Ellison, and our current stockholders associated with members
of Mr. Ellison’s family are not subject to the prohibition from engaging in such business combinations.


Any provision of our amended and restated certificate of incorporation or bylaws or Delaware law that has the effect of delaying or deterring a change in
control could limit the opportunity for our stockholders to receive a premium for their shares of our common stock, and could also affect the price that some
investors are willing to pay for our common stock and the Notes.


Our failure to raise additional capital or generate the cash flows necessary to expand our operations and invest in our application services could reduce
our ability to compete successfully.


We may need to raise additional funds, and we may not be able to obtain additional debt or equity financing on favorable terms, if at all. If we raise
additional equity or convertible debt financing, our stockholders may experience significant dilution of their ownership interests and the per share value of
our common stock could decline. If we engage in additional debt financing, we may be required to accept terms that restrict our ability to incur additional
indebtedness and force us to maintain specified liquidity or other ratios. If we need additional capital and cannot raise it on acceptable terms, we may not be
able to, among other things:


• develop or enhance our application and services;


• continue to expand our product development, sales and marketing organizations;


• acquire complementary technologies, products or businesses;


• expand operations, in the United States or internationally;


• hire, train and retain employees; or


• respond to competitive pressures or unanticipated working capital requirements.


Item 1B. Unresolved Staff Comments


None.
 
Item 2. Properties


Our corporate headquarters is located in San Mateo, California and comprises approximately 117,000 square feet of leased space. We also have
leased facilities in Denver, Austin, Chicago, Atlanta, New York, Boston, Oklahoma City, Canada, the United Kingdom, Spain, the Czech Republic, Japan,
Hong Kong, the Philippines, Thailand, Singapore, Australia and Uruguay.


We believe that our existing properties are in good condition and are suitable for the conduct of our business. As our existing leases expire and as we
continue to expand our operations, we believe that suitable space will be available to us on commercially reasonable terms.
 
Item 3. Legal Proceedings


From time to time, we are involved in various legal proceedings arising from the normal course of business activities. We are not presently a party to
any litigation the outcome of which, we believe, if determined adversely to us, would individually or in the aggregate have a material adverse effect on our
business, operating results or financial condition.
 
Item 4. Mine Safety Disclosures


Not Applicable.


PART II


Item 5. Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
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Our common stock has been quoted on the New York Stock Exchange under the symbol "N". The following table sets forth for the indicated periods
the high and low sales prices of our common stock as reported by the New York Stock Exchange.


For the quarters ended  High  Low
2014:     
December 31, 2014  $ 113.13  $ 85.12
September 30, 2014  89.56  78.80
June 30, 2014  96.42  71.42
March 31, 2014  $ 119.63  $ 91.56
     


2013:     
December 31, 2013  $ 111.56  $ 92.69
September 30, 2013  109.65  91.47
June 30, 2013  91.74  78.89
March 31, 2013  $ 80.06  $ 65.94


We have never paid any cash dividends on our common stock. Our Board of Directors currently intends to retain any future earnings to support
operations and to finance the growth and development of our business and does not intend to pay cash dividends on our common stock for the foreseeable
future. Any future determination related to our dividend policy will be made at the discretion of our board.


As of December 31, 2014, there were 87 registered stockholders of record of our common stock. The actual number of stockholders is greater than
this number of holders of record, and includes stockholders who are beneficial owners, but whose shares are held in street name by brokers and other
nominees. This number of holders of record also does not include stockholders whose shares may be held in trust by other entities.


The graph set forth below compares the cumulative total stockholder return on our common stock between December 31, 2010 and December 31,
2014, with the cumulative total return of (i) the Nasdaq Composite Index and (ii) the Nasdaq Computer Index, over the same period. This graph assumes the
investment of $100 on December 31, 2009 in our common stock, the Nasdaq Composite Index and the Nasdaq Computer Index, and assumes the
reinvestment of dividends, if any. The graph assumes the initial value of our common stock on December 31, 2009 was the close price of $15.98 per share.
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December 31,


2009
December 31,


2010
December 31,


2011
December 31,


2012
December 31,


2013
December 31,


2014
NetSuite $ 100 $ 96 $ 156 $ 259 $ 396 $ 683
Nasdaq Composite
Index $ 100 $ 100 $ 99 $ 114 $ 158 $ 209
Nasdaq Computer
Index $ 100 $ 108 $ 108 $ 122 $ 161 $ 210
       


The comparisons shown in the graph are based upon historical data. We caution that the stock price performance shown in the graph above is not
necessarily indicative of, nor is it intended to forecast, the potential future performance of our common stock.


  Item 6. Selected Financial Data


The following selected condensed consolidated financial data should be read in conjunction with our audited consolidated financial statements and
related notes thereto and with Management's Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this Annual
Report. The consolidated statement of operations data for the years ended December 31, 2014, 2013 and 2012 and the selected condensed consolidated
balance sheet data as of December 31, 2014 and 2013 are derived from, and are qualified by reference to, the audited consolidated financial statements
included in this Annual Report. The condensed consolidated statement of operations data for the fiscal years ended December 31, 2011 and 2010 and the
consolidated balance sheet data as of December 31, 2012, 2011 and 2010 are derived from audited consolidated financial statements which are not included
in this Annual Report.


Condensed Consolidated Statements of Operations Data
(Dollars and shares in thousands, except per share amounts)


 


 Year ended December 31,
 2014  2013  2012  2011  2010
Revenue:          


Subscription and support $ 447,782  $ 333,556  $ 252,903  $ 199,579  $ 163,964
Professional services and other 108,502  80,952  55,922  36,747  29,185


Total revenue 556,284  414,508  308,825  236,326  193,149
Cost of revenue:          


Subscription and support 72,007  55,269  41,857  33,083  26,908
Professional services and other 104,803  79,925  53,706  37,777  34,741


Total cost of revenue (1) 176,810  135,194  95,563  70,860  61,649
Gross profit 379,474  279,314  213,262  165,466  131,500
Operating expenses:          


Product development (1) 106,706  78,312  52,739  43,531  35,019
Sales and marketing (1) 290,961  210,079  154,294  120,172  92,814
General and administrative (1) 65,138  51,693  38,469  31,951  29,232


Total operating expenses 462,805  340,084  245,502  195,654  157,065
Operating loss (83,331)  (60,770)  (32,240)  (30,188)  (25,565)
Other income / (expenses), net and income taxes (1) (16,706)  (9,639)  (2,989)  (1,819)  (1,901)
Net loss $ (100,037)  $ (70,409)  $ (35,229)  $ (32,007)  $ (27,466)


Net loss per common share $ (1.31)  $ (0.95)  $ (0.50)  $ (0.48)  $ (0.43)
Weighted average number of shares used in computing
net loss per common share 76,174  74,085  70,713  66,919  63,772
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(1) Includes stock-based compensation expense, amortization of acquisition-related intangibles, transaction costs for business combinations,
costs associated with the settlement of a patent dispute, non-cash interest expense on convertible debt and income tax benefits associated with
business combinations are as follows:
 


 Year ended December 31,
 2014  2013  2012  2011  2010
Cost of revenue:          


Subscription and support $ 8,342  $ 6,135  $ 4,691  $ 3,568  $ 3,598
Professional services and other 10,328  8,834  5,978  4,138  3,802


Operating expenses:          
Product development 28,587  23,543  15,301  12,015  9,723
Sales and marketing 38,897  26,749  16,588  13,437  10,249
General and administrative 25,988  19,123  11,803  9,662  8,565


Other income / (expenses) and income taxes, net 12,910  5,935  —  —  —
Total $ 125,052  $ 90,319  $ 54,361  $ 42,820  $ 35,937


 


Condensed Consolidated Balance Sheet Data
(Dollars in thousands)


 Year ended December 31,
 2014  2013  2012  2011  2010
Cash and cash equivalents $ 367,769  $ 451,577  $ 185,859  $ 141,448  $ 104,298
Working capital, excluding deferred revenue 581,112  531,334  242,524  176,447  129,844
Total assets 922,239  772,399  369,775  281,180  217,293
Deferred revenue 314,506  224,607  161,416  111,698  81,139
Convertible 0.25% senior notes, net 265,710  254,038  —  —  —
Long-term debt (includes current portion) 8,702  11,756  1,985  4,130  4,652
Equity $ 234,234  $ 210,052  $ 158,769  $ 128,010  $ 106,284


ITEM 7. Management's Discussion and Analysis of Financial Condition and Results of Operations


This Annual Report on Form 10-K contains "forward-looking statements" that involve risks and uncertainties, as well as assumptions that, if they
never materialize or prove incorrect, could cause our results to differ materially from those expressed or implied by such forward-looking statements. Such
forward-looking statements include any expectation of earnings, revenues or other financial items; any statements of the plans, strategies and objectives of
management for future operations; factors that may affect our operating results; statements concerning new products or services; statements related to
future capital expenditures; statements related to future economic conditions or performance; statements as to industry trends and other matters that do not
relate strictly to historical facts or statements of assumptions underlying any of the foregoing. These statements are often identified by the use of words such
as "anticipate," "believe," "continue," "could," "estimate," "expect," "intend," "may," or "will," and similar expressions or variations. Such forward-looking
statements are subject to risks, uncertainties and other factors that could cause actual results and the timing of certain events to differ materially from
future results expressed or implied by such forward-looking statements. Factors that could cause or contribute to such differences include, but are not
limited to those discussed in the section titled "Risk Factors" included in Item 1A of Part I of this Annual Report on Form 10-K, and the risks discussed in our
other SEC filings.


We urge you to consider these factors carefully in evaluating the forward-looking statements contained in this Annual Report on Form 10-K. These
statements are based on the beliefs and assumptions of our management based on information currently available to management. The forward-looking
statements included in this Annual Report are made only as of the date of this Annual Report on Form 10-K. All subsequent written or oral forward-looking
statements attributable to our company or persons acting on our behalf are expressly qualified in their entirety by these cautionary statements. We do not
undertake, and specifically disclaim, any obligation to update any forward-looking statements to reflect the occurrence of events or circumstances after the
date of such statements except as required by law.


Overview
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We are the industry's leading provider of cloud-based financials/ERP and omnichannel commerce software suites. In addition to financials/ERP and
omnichannel commerce software suites, we offer a broad suite of applications, including accounting, CRM, Ecommerce and retail management, PSA and
HCM, which enable companies to manage most of their core business operations in our single integrated suite. Our software allows businesses to automate
operations, streamline processes and access real-time business information anytime, anywhere.


We also offer customer support and professional services related to implementing and supporting our suite of applications. We deliver our suite over
the Internet as a SaaS model.


In 1999, we released our first application, NetLedger, which focused on accounting applications. We then released Ecommerce functionality in 2000
and CRM and sales force automation functionality in 2001. In 2002, we released our next generation suite under the name NetSuite to which we have
regularly added features and functionality. In December 2007, we went public. In 2008, we acquired OpenAir, and in 2009 we acquired QuickArrow Inc., both
of which offer professional services automation and project portfolio management products.


Our headquarters are located in San Mateo, California. We were incorporated in California in September 1998 and reincorporated in Delaware in
November 2007. We conduct our business worldwide, with international locations in Canada, Europe, Asia, Australia and Uruguay.


On September 26, 2014, we purchased certain assets from an on-line warehouse management solution provider ("WMS"). We purchased certain
WMS assets to expand our manufacturing vertical. The WMS assets, liabilities and operating results are reflected in our consolidated financial statements
from the date of acquisition. On the closing date, we paid $15.6 million in cash of which, $2.4 million is being held in escrow for up to 18 months following
the close of the transaction as indemnification against certain losses we may incur in the event of certain breaches of representations and warranties covered
in the asset purchase agreement. Additionally, $350,000 in consideration is being held in escrow until certain WMS tax matters are resolved.


On July 17, 2014, we completed the purchase of all the outstanding equity of Venda Limited (“Venda"), a private company that provides
Ecommerce solutions to its customers. Venda expands our European customer base and adds certain functionality to our product suite. The Venda assets,
liabilities and operating results are reflected in our consolidated financial statements from the date of acquisition. On the closing date, we paid $25.7 million
in cash and issued 304,364 unregistered shares of our common stock with a fair value of $22.8 million, inclusive of a discount from the quoted market price
due to certain trading restrictions associated with the shares. Of the consideration paid, $10.1 million is being held in escrow for up to two years following the
close of the transaction as protection against tax contingencies and losses we may incur in the event of certain breaches of representations and warranties
covered in the purchase agreement.


Key Components of Our Results of Operations


Revenue
Our revenue has grown from $17.7 million during the year ended December 31, 2004 to $556.3 million during the year ended December 31, 2014.


We generate sales directly through our sales team and, to a lesser extent, indirectly through channel partners. We sell our service to customers across
a broad spectrum of industries, and we have tailored our service for wholesalers/distributors, manufacturers, e-tailers, services companies and software
companies. The primary target customers for our service are medium-sized businesses and divisions of large companies. An increasing percentage of our
customers and our revenue have been derived from larger businesses within this market. For the year ended December 31, 2014, we did not have any single
customer that accounted for more than 3% of our revenue.


We are pursuing a number of strategies that we believe will enable us to continue to grow. The goals of those strategic objectives are to continue to
move up-market, to increase the use of NetSuite as a platform, and to extend the verticalization of our product line. Although we have made progress toward
our goals in recent periods, there are still many areas where we believe that we can continue to grow. To achieve these goals, we are focused on the following
initiatives:
 


 
•


 
Growth of sales of OneWorld, our platform for ERP, CRM, PSA and Ecommerce capabilities in multi-currency environments across multiple
subsidiaries and legal entities, which supports the needs of large, standalone companies, and divisions of large enterprises;


 


 
•


 
Strengthening our offerings for targeted industries such as wholesale/distribution, manufacturing, e-tail, retail, technology and
professional services by adding deeper verticalized functionality; and


 


 •  Developing our SuiteCloud ecosystem to enable third parties to extend our offerings with their vertical expertise or horizontal solution.
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We experience competitive pricing pressure when our products are compared with solutions that address a narrower range of customer needs or are
not fully integrated (for example, when compared with Ecommerce or CRM stand-alone solutions). In addition, since we sell primarily to medium-sized
businesses, we also face pricing pressure in terms of the more limited financial resources or budgetary constraints of many of our target customers. We do not
currently experience significant pricing pressure from competitors that offer a similar cloud-based integrated business management suite.


We sell our application suite pursuant to subscription agreements. The duration of these agreements is generally one to three years. We rely in part
on a large percentage of our customers to renew their agreements to drive our revenue growth. Our customers have no obligation to renew their subscriptions
after the expiration of their subscription period.


We generally invoice our customers in advance in monthly, annual or quarterly installments, and typical payment terms provide that our clients pay
us within 30 to 60 days of invoice. Amounts that have been invoiced where the customer has a legal obligation to pay are recorded in accounts receivable
and deferred revenue. As of December 31, 2014, we had deferred revenue of $314.5 million.


Backlog was approximately $325.2 million and $187.1 million as of December 31, 2014 and 2013, respectively. Of the $325.2 million in backlog as
of December 31, 2014, $182.8 million was short-term backlog and $142.4 million was long-term backlog. The $187.1 million in backlog as of December 31,
2013 included $116.2 million in short-term backlog and $70.9 million in long-term backlog. Backlog represents future billings under our subscription
agreements that have not been invoiced or have not been recorded as deferred revenue. We expect that the amount of backlog may change from year-to-year
for several reasons, including specific timing and duration of large customer subscription agreements, varying billing cycles of non-cancelable subscription
agreements, the specific timing of customer renewals, foreign currency fluctuations, the timing of when unbilled deferred revenue is to be recognized as
revenue and changes in customer financial circumstances. For multi-year subscription agreements billed annually, the associated backlog is typically high at
the beginning of the contract period, zero immediately prior to expiration and increases if the agreement is renewed. Low backlog attributable to a particular
subscription agreement is typically associated with an impending renewal and is not an indicator of the likelihood of renewal or future revenue of that
customer. Accordingly, we expect that the amount of backlog may change from year to year depending in part upon the number of subscription agreements in
particular stages in their renewal cycle. Such fluctuations are not reliable indicators of future revenues.


For the most part, our subscription agreements provide service level commitments of 99.5% uptime per period, excluding scheduled maintenance.
The failure to meet this level of service availability may require us to credit qualifying customers up to the value of an entire month of their subscription and
support fees. In light of our historical experience with meeting our service-level commitments, we do not currently have any liabilities on our balance sheet
for these commitments.


 Revenue by geographic region, based on the billing address of the customer, was as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012
 (dollars in thousands)
United States $ 414,172  $ 308,513  $ 227,975
International 142,112  105,995  80,850


Total revenue $ 556,284  $ 414,508  $ 308,825


      
Percentage of revenue generated outside of the United States 26%  26%  26%


Employees
As of December 31, 2014, our headcount was 3,357 employees including 985 employees in sales and marketing, 1,217 employees in operations,


professional services, training and customer support, 835 employees in product development, and 320 employees in a general and administrative capacity.


Cost of Revenue
Subscription and support cost of revenue primarily consists of costs related to hosting our application suite, providing customer support, data


communications expenses, personnel and related costs of operations, stock-based compensation, software license fees, outsourced subscription services, costs
associated with website development activities, allocated overhead which includes IT, facility and recruiting costs, amortization expense associated with
capitalized internal use software and acquired developed technology, and related plant and equipment depreciation and amortization expenses. These costs
are partially offset by a government subsidy credit received from the Czech government. See Product Development expenses below.


Professional services and other cost of revenue primarily consists of personnel and related costs for our professional services employees and
executives, external consultants, stock-based compensation and allocated overhead.


We allocate overhead such as facility costs, information technology costs and employee benefit costs to all departments based on headcount. As
such, general overhead expenses are reflected in cost of revenue and each operating expense category.
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We expect cost of revenue to remain relatively constant as a percentage of revenue over time; however, it could fluctuate period to period depending
on the growth of our professional services business and any associated increased costs relating to the delivery of professional services and the timing of
significant expenditures.


Operating Expenses


Product Development
Product development expenses primarily consist of personnel and related costs for our product development employees and executives, including


salaries, stock-based compensation, employee benefits and allocated overhead which includes IT, facility and recruiting costs. Our product development
efforts have been devoted primarily to increasing the functionality and enhancing the ease of use of our on-demand application suite as well as localizing our
product for international use. A key component of our strategy is to expand our business internationally. This will require us to conform our application to
comply with local regulations and languages, causing us to incur additional expenses related to translation and localization of our application for use in
other countries.


At our product development facility in the Czech Republic, we participate in a government program that subsidizes us for employing local residents.
Under the program, the Czech government will reimburse us for certain operating expenses we incur. During the years ended December 31, 2014, 2013 and
2012, we reduced our cost of subscription revenue and product development expenses for eligible operational expenses we expect the Czech government to
reimburse. In the first quarter of 2014, we reached the initial program's reimbursement limit. We then began participating in a second subsidy program, similar
in nature to the initial program, in the second quarter of 2014.


In 2015, we expect product development expenses to increase in absolute dollars as we continue to extend our service offerings in other countries,
and as we expand and enhance our application suite technologies. Such expenses may vary due to the timing of these offerings and technologies.


Sales and Marketing
Sales and marketing expenses primarily consist of personnel and related costs for our sales and marketing employees and executives, including


wages, benefits, bonuses, commissions and training, stock-based compensation, commissions paid to our channel partners, the cost of marketing programs
such as on-line lead generation, promotional events, webinars and other meeting costs, amortization of intangible assets related to trade name and customer
relationships, and allocated overhead which includes IT, facility and recruiting costs. We market and sell our application suite worldwide through our direct
sales organization and indirect distribution channels such as strategic resellers. We capitalize and amortize our direct and channel sales commissions over the
period the related revenue is recognized.


We expect to continue to invest in sales and marketing to pursue new customers and expand relationships with existing customers. As such, we
expect our sales and marketing expenses to increase in absolute dollars in 2015.


General and Administrative
General and administrative expenses primarily consist of personnel and related costs for executive, finance, human resources and administrative


personnel, stock-based compensation, legal and other professional fees, other corporate expenses and allocated overhead.


In 2015, we expect our general and administrative expenses to increase in absolute dollars as we continue to expand our business.


Income Taxes
Since inception, we have incurred annual operating losses and, accordingly, have not recorded a provision for income taxes for any of the periods


presented other than provisions for minimum and foreign income taxes.


Critical Accounting Policies and Judgments
Our consolidated financial statements are prepared in accordance with GAAP in the United States of America. The preparation of these consolidated


financial statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, costs and expenses and
related disclosures. We base our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances. In many instances, we could have reasonably used different accounting estimates, and in other instances changes in the accounting estimates
are reasonably likely to occur from period-to-period. Accordingly, actual results could differ significantly from the estimates made by our management. To
the extent that there are material differences between these estimates and actual results, our future financial statement presentation, financial position, results
of operations and cash flows will be affected.


In many cases, the accounting treatment of a particular transaction is specifically dictated by GAAP and does not require management's judgment in
its application, while in other cases, significant judgment is required in selecting among available alternative accounting standards that allow different
accounting treatment for similar transactions. We consider these policies requiring significant management judgment to be critical accounting policies.
These critical accounting policies are:
 


 •  Revenue recognition;
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 •  Internal use software and website development costs;
 


 •  Deferred commissions;
 


 •  Accounting for stock-based compensation; and
 


 •  Goodwill and other intangible assets.


A description of our critical accounting policies and judgments for those areas are presented below. In addition, please refer to the Notes to Consolidated
Financial Statements for further discussion of our accounting policies.


Revenue Recognition


We generate revenue from two sources: (1) subscription and support services; and (2) professional services and other. Subscription and support
revenue includes subscription fees from customers accessing our cloud-based application suite and support fees from customers purchasing support. Our
arrangements with customers do not provide the customer with the right to take possession of the software supporting the cloud-based application service at
any time. Professional services and other revenue include fees from consultation services to support the business process mapping, configuration, data
migration, integration and training. Amounts that have been invoiced are recorded in accounts receivable and in deferred revenue or revenue, depending on
whether the revenue recognition criteria have been met.


For the most part, subscription and support agreements are entered into for 12 to 36 months. In aggregate, more than 90% of the professional services
component of the arrangements with customers is performed within 300 days of entering into a contract with the customer.


For the most part, the subscription agreements provide service-level commitments of 99.5% uptime per period, excluding scheduled maintenance.
The failure to meet this level of service availability may require us to credit qualifying customers up to the value of an entire month of their subscription and
support fees. In light of our historical experience with meeting our service-level commitments, we do not currently have any liabilities on our balance sheet
for these commitments.


We commence revenue recognition when all of the following conditions are met:


• there is persuasive evidence of an arrangement;
• the service is being provided to the customer;
• the collection of the fees is reasonably assured; and
• the amount of fees to be paid by the customer is fixed or determinable.


In most instances, revenue from a new customer acquisition is generated under sales agreements with multiple elements, comprised of subscription
and support fees from customers accessing our cloud-based application suite and professional services associated with consultation services. We evaluate
each element in a multiple-element arrangement to determine whether it represents a separate unit of accounting. An element constitutes a separate unit of
accounting when the delivered item has standalone value and delivery of the undelivered element is probable and within our control. Subscription and
support have standalone value because we routinely sell it separately. For the most part, professional services have standalone value because we have sold
professional services separately, and there are several third party vendors that routinely provide similar professional services to our customers on a standalone
basis.


We allocate revenue to each element in an arrangement based on a selling price hierarchy. The selling price for a deliverable is based on its vendor-
specific objective evidence (“VSOE”), if available, third-party evidence (“TPE”), if VSOE is not available, or estimated selling price (“ESP”), if neither VSOE
nor TPE is available. As we have been unable to establish VSOE or TPE for the elements of our sales arrangements, we establish the ESP for each element
primarily by considering the weighted average of actual sales prices of professional services sold on a standalone basis and subscription and support
including various add-on modules when sold together without professional services, and other factors such as gross margin objectives, pricing practices and
growth strategy. The consideration allocated to subscription and support is recognized as revenue over the contract period commencing when the
subscription service is made available to the customer. The consideration allocated to professional services is recognized as revenue using the proportional
performance method.


The total arrangement fee for a multiple element arrangement is allocated based on the relative ESP of each element. However, since the professional
services are generally completed prior to completion of delivery of subscription and support services, the revenue recognized for professional services in a
given reporting period does not include fees subject to delivery of subscription and support services. This results in the recognition of revenue for
professional services that is generally no greater than the contractual fees for those professional services.


For single element sales agreements, subscription and support revenue is recognized ratably over the contract term beginning on the provisioning date
of the contract. We recognize professional services revenue using the proportional performance method for single element arrangements.


27







Table of Contents


Internal Use Software and Website Development Costs


The costs incurred in the preliminary stages of development are expensed as incurred. Once an application has reached the development stage,
internal and external costs, if direct, are capitalized until the software is substantially complete and ready for its intended use. Capitalization ceases upon
completion of all substantial testing. We also capitalize costs related to specific upgrades and enhancements when it is probable the expenditures will result
in additional functionality. Capitalized costs are recorded as part of property and equipment. Maintenance and training costs are expensed as incurred.
Internal use software is amortized on a straight line basis over its estimated useful life, generally three years. Management evaluates the useful lives of these
assets on an annual basis and tests for impairment whenever events or changes in circumstances occur that could impact the recoverability of these assets.
There were no impairments to internal use software during the years ended December 31, 2014, 2013 or 2012. We capitalized $4.0 million, $3.2 million and
$4.1 million in internal use software during the years ended December 31, 2014, 2013 and 2012, respectively.


Deferred Commissions
We capitalize commission costs that are incremental and directly related to the acquisition of customer contracts. Commission costs are accrued and


capitalized upon execution of the sales contract by the customer. Payments to sales personnel are made shortly after the receipt of the related customer
payment. Deferred commissions are amortized over the term of the related non-cancelable customer contract and are recoverable through the related future
revenue streams. We believe this is the preferable method of accounting as the commission costs are so closely related to the revenue from the customer
contracts that they should be expensed over the same period that the related revenue is recognized. We capitalized commission costs of $95.5 million, $70.4
million and $50.5 million during the years ended December 31, 2014, 2013 and 2012, respectively.


Accounting for Stock-Based Compensation
We recognize the fair value of stock-based compensation in the financial statements over the requisite service period of the individual grants, which


generally equals a four year vesting period. We recognize compensation expense for stock option awards, restricted stock awards and restricted stock unit
awards on a straight-line basis over the requisite service period. We recognize compensation expense related to performance share awards based on the
accelerated method which recognizes a larger portion of the expense during the beginning of the vesting period than in the end of the vesting period.
Estimates are used in determining the fair value of stock option awards using a Black-Scholes model. The fair value of restricted stock, restricted stock units
performance share and performance share units is generally determined based on the intrinsic value of the award on the grant date. Our 2011 performance
share unit grants included a market condition performance criteria so we used a Monte Carlo simulation model to determine their fair value. Changes in the
estimates used to determine the fair value of share-based equity compensation instruments could result in changes to our compensation charges.


Effective the first quarter of 2014, we changed our methodology for estimating the expected term assumption used to determine employee stock
option grant fair value. We changed from the simplified method to a historical data method because we believe we have sufficient data to estimate the stock
option exercise period based on historical stock option activity and historical employee termination data. Please see Note 13 of Notes to the Consolidated
Financial Statements.


In recent years, we have awarded more restricted stock, restricted stock units and performance share units than granted stock options. Consequently,
our restricted stock, restricted stock units and performance share units stock-based compensation expense represents a larger portion of total stock-based
compensation expense recorded in our financial statements than stock options.


As a result of our stock-based compensation activity, we recorded $96.5 million, $73.7 million and $48.4 million of stock-based compensation
during the years ended December 31, 2014, 2013 and 2012, respectively, excluding the effect previously capitalized stock-based compensation amortized
during the year. Please see Note 13 of Notes to the Consolidated Financial Statements.


Goodwill and Other Intangible Assets
Goodwill represents the excess of the purchase price over the fair value of net assets acquired. We allocated a portion of the purchase price of the


acquisition of our acquired businesses to intangible assets, including customer relationships, developed technology and trade names that are being amortized
over their estimated useful lives of one to seven years. We also allocated a portion of the purchase price to tangible assets and assessed the liabilities to be
recorded as part of the purchase price. The estimates we made in allocating the purchase price to tangible and intangible assets, and in assessing liabilities
recorded as part of the purchase, involved the application of judgment and the use of estimates and these could significantly affect our operating results and
financial position.


We review the carrying value of goodwill for impairment annually and whenever events or changes in circumstances indicate that the carrying value
of goodwill may exceed its fair value. We evaluate impairment by comparing the estimated fair value of the reporting unit to its carrying value. Actual results
may differ materially from these estimates. The estimates we make in determining the fair value of the reporting unit involve the application of judgment
potentially affecting the timing and size of any future impairment charges. Impairment of our goodwill could significantly affect our operating results and
financial position. Based on our most recent assessment, there was no goodwill impairment.


We continually evaluate whether events or circumstances have occurred that indicate that the estimated remaining useful life of our long-lived
assets, including intangible assets, may warrant revision or that the carrying value of these assets
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may be impaired. Any write-downs are treated as permanent reductions in the carrying amount of the assets. We must use judgment in evaluating whether
events or circumstances indicate that useful lives should change or that the carrying value of assets has been impaired. Any resulting revision in the useful
life or the amount of impairment also requires judgment. Any of these judgments could affect the timing or size of any future impairment charges. Revision of
useful lives or impairment charges could significantly affect our operating results and financial position.


There were no impairment of goodwill during the years ended December 31, 2014, 2013 or 2012.


Results of Operations


Revenue, Cost of Revenue, Gross Profit and Gross Margin


Our revenue, cost of revenue, gross profit and gross margin was as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012
 (dollars in thousands)
Revenue:      


Subscription and support $ 447,782  $ 333,556  $ 252,903
Professional services and other 108,502  80,952  55,922


Total revenue 556,284  414,508  308,825
Cost of revenue (1):      


Subscription and support 72,007  55,269  41,857
Professional services and other 104,803  79,925  53,706


Total cost of revenue 176,810  135,194  95,563
Gross profit $ 379,474  $ 279,314  $ 213,262


Gross margin 68%  67%  69%


      


(1) Includes stock-based compensation expense and amortization of intangible assets of:   
Cost of revenue:      


Subscription and support $ 8,342  $ 6,135  $ 4,691
Professional services and other 10,328  8,834  5,978


 $ 18,670  $ 14,969  $ 10,669
 


Twelve Months Ended December 31, 2014 as Compared to the Twelve Months Ended December 31, 2013


Revenue for the year ended December 31, 2014 increased $141.8 million, or 34%, compared to the same period in 2013.


Subscription and support revenue: Subscription and support revenue for the year ended December 31, 2014 increased $114.2 million, or 34%,
compared to the same period in 2013. The increase was primarily the result of a $69.9 million increase in revenue resulting from the acquisition of new
customers and a $44.3 million increase in revenue from existing customers. Additionally, subscriptions and support revenue increased during the year due to
an increase in number of customers, continued adoption of OneWorld and an increase in the average selling price on deals for new customers.


Professional services and other revenue: Professional services and other revenue for the year ended December 31, 2014 increased $27.6 million, or
34%, compared to the same period in 2013. The increase was primarily the result of a $54.2 million increase in revenue resulting from the acquisition of new
customers. The increase in professional services and other revenue was partially offset by a $26.6 million decrease in revenue from existing customers related
to services purchased in connection with the initial implementation of our product in 2013 that did not recur for those customers in 2014. Additionally,
demand for our professional services increased during 2014, while our average consulting rates for professional services remained constant.


Revenue generated outside of the United States was $142.1 million, or 26%, of our revenue during the year ended December 31, 2014, as compared
to $106.0 million, or 26% of our revenue, during the same period in 2013.


Cost of revenue for the year ended December 31, 2014 increased $41.6 million, or 31%, compared to the same period in 2013.
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Subscription and support cost of revenue: Subscription and support cost of revenue for the year ended December 31, 2014 increased $16.7 million,
or 30%, compared to the same period in 2013. The increase was primarily the result of a $9.9 million increase in data center production costs, a $5.0 million
increase in personnel costs and a $1.8 million increase in IT, facility and other operating expenses. Data center and other production costs increased due to an
increase in support costs, depreciation of new equipment, amortization of intangibles related to our 2014 and 2013 business acquisitions, maintenance costs
and other operational costs associated with an increase in our data center capacity and activity. Personnel costs increased due to an overall increase in
headcount and an increase in incentive bonuses. IT, facility and other operating expenses related to our data center increased due to an increase in recruiting
and other costs incurred to grow our business.


Professional services and other cost of revenue: Professional services and other cost of revenue for the year ended December 31, 2014 increased
$24.9 million, or 31%, compared to the same period in 2013. The increase was primarily the result of a $17.9 million increase in personnel costs, a $4.9
million increase in IT, facility and other operating expenses and a $2.1 million increase in fees related to outsourced consulting services. Personnel costs
increased due to an overall increase in headcount and annual merit increases. Headcount increased as a result of an increase in the demand for our
professional services. IT, facility, recruiting and other operating expenses related to our professional services increased primarily due to our global expansion.
The net increase in outsourced consulting fees resulted from professional service fees incurred to develop our professional services organization, partially
offset by a decrease in other outside consulting costs.


Our gross margin was 68% during the year ended December 31, 2014 and 67% for the same period in 2013. Our gross margin increased primarily due
to an increase in the average selling price on customer deals and because our gross margin for subscription services is higher than our gross margin for
professional services.


Twelve Months Ended December 31, 2013 as Compared to the Twelve Months Ended December 31, 2012


Revenue for the year ended December 31, 2013 increased $105.7 million, or 34%, compared to the same period in 2012.


Subscription and support revenue: Subscription and support revenue for the year ended December 31, 2013 increased $80.7 million, or 32%,
compared to the same period in 2012. The increase was primarily the result of a $56.2 million increase in revenue resulting from the acquisition of new
customers including the continued adoption of OneWorld, and a $24.5 million increase in revenue from existing customers. Additionally, subscriptions and
support revenue increased during the year due to an increase in customer usage and an increase in the average selling price on deals for new customers.


Professional services and other revenue: Professional services and other revenue for the year ended December 31, 2013 increased $25.0 million, or
45%, compared to the same period in 2012. The increase was primarily the result of a $42.8 million increase in revenue resulting from the acquisition of new
customers. The increase in professional services and other revenue was partially offset by a $17.8 million decrease in revenue from existing customers related
to services purchased in connection with the initial implementation of our product in 2012 that did not recur for those customers in 2013. Additionally,
demand for our professional services, particularly from our enterprise customers, has increased during 2013, however, our average consulting rates for
professional services decreased slightly in 2013.


Revenue generated outside of the United States was $106.0 million, or 26%, of our revenue during the year ended December 31, 2013, as compared
to $80.9 million, or 26%, during the same period in 2012. Revenue generated outside the United States increased primarily due to our increased international
sales efforts, particularly in Australia.


Cost of revenue for the year ended December 31, 2013 increased $39.6 million, or 41%, compared to the same period in 2012.


Subscription and support cost of revenue: Subscription and support cost of revenue for the year ended December 31, 2013 increased $13.4 million,
or 32%, compared to the same period in 2012. The increase was primarily due to a $6.4 million increase in personnel costs resulting from an increase in
headcount and annual salary increases. The increase in personnel costs includes an $854,000 increase in stock-based compensation resulting from the
issuance of equity awards to both existing and new employees. Additionally, data center and other costs increased by $6.9 million due to an increase in
support costs, depreciation, amortization of intangibles related to our 2013 and 2012 business acquisitions, amortization of capitalized internal use software
costs, and other operational costs associated with an increase in our data center capacity and activity.


Professional services and other cost of revenue: Professional services and other cost of revenue for the year ended December 31, 2013 increased
$26.2 million, or 49%, compared to the same period in 2012. The increase was primarily the result of a $18.4 million increase in personnel costs, a $6.0
million increase in fees related to outsourced consulting services and a $1.8 million increase in IT, facility and other operating expenses. Personnel costs
increased due to an increase in headcount, annual merit increases, incentive bonuses and training costs. The increase in personnel costs includes a $2.8
million increase in stock-based compensation resulting from the issuance of equity awards to both existing and new employees. Outsourced consulting fees
increased due to an increase in demand for our professional services and an increase in training expenses for external consultants. IT, facility, recruiting and
other operating expenses increased primarily due to travel costs to engagements and costs to expand our global operations.
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Our gross margin was 67% during the year ended December 31, 2013 and 69% for the same period in 2012. The decrease in our gross margin
resulted primarily from an increase in demand for our professional services which represented a larger percentage of total revenue in 2013 compared to 2012
and has lower gross margins than subscription and support revenue.


Operating Expenses
Operating expenses were as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012


 Amount  % of revenue  Amount  
% of


revenue  Amount  % of revenue
 (dollars in thousands)
Operating expenses (1):            


Product development $ 106,706  19%  $ 78,312  19%  $ 52,739  17%
Sales and marketing 290,961  52%  210,079  51%  154,294  50%
General and administrative 65,138  12%  51,693  12%  38,469  12%


Total operating expenses $ 462,805  83%  $ 340,084  82%  $ 245,502  79%


(1) Includes stock-based compensation expense, amortization of acquisition-related intangible assets and transaction costs for business
combinations as follows:


  


 Year ended December 31,
 2014  2013  2012
 (dollars in thousands)
Product development $ 28,587  $ 23,543  $ 15,301
Sales and marketing 38,897  26,749  16,588
General and administrative 25,988  19,123  11,803


Total $ 93,472  $ 69,415  $ 43,692


Twelve Months Ended December 31, 2014 as Compared to the Twelve Months Ended December 31, 2013


Product development expenses: Product development expenses for the year ended December 31, 2014 increased $28.4 million, or 36%, as compared
to the same period in 2013. The increase was primarily the result of a $22.1 million increase in personnel costs resulting from an overall increase in
headcount, annual salary increases, payroll tax increases and an increase in stock-based compensation. The increase in personnel costs includes a $5.0
million increase in stock-based compensation resulting primarily from the issuance of annual employee equity awards and equity grants to new hires.
Additionally, IT, facility and other operating expenses related to our product development increased by $6.3 million due to an increase in outsourced
product development services costs associated with our global expansion, data center costs incurred in connection with our product development and a
decrease in government subsidies from the Czech Republic.


Sales and marketing expenses: Sales and marketing expenses for the year ended December 31, 2014 increased $80.9 million, or 39%, as compared to
the same period in 2013. The increase was primarily the result of a $61.9 million increase in personnel costs, a $9.8 million increase in marketing and other
operating expenses, a $4.8 million increase in sales related expenses and a $4.4 million increase in IT, facility and recruiting costs. The increase in personnel
costs related primarily to increases in commission and payroll expenses resulting from higher sales and an increase in headcount. Additionally, personnel
costs include a $9.5 million increase in stock-based compensation resulting primarily from the issuance of annual equity awards and grants to new
employees. Marketing and other operating expenses increased due to our annual user conference, trade shows, product branding and other media campaigns.
Sales related costs increased due to outsourced consulting service fees incurred to increase customer demand and an increase in amortization expenses
resulting from customer relationship and trade name intangible assets acquired through our business acquisitions in 2014 and 2013. IT, facility and recruiting
costs increased due to an increase in costs associated with our global expansion.
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General and administrative expenses: General and administrative expenses for the year ended December 31, 2014 increased $13.4 million, or 26%,
when compared to the same period in 2013. The increase was primarily the result of an $8.2 million increase in personnel costs and a $5.2 million increase in
other operational costs. The increase in personnel costs resulted from an increase in headcount, an increase in incentive pay and other personnel costs.
Additionally, personnel costs include a $5.3 million increase in stock-based compensation costs resulting primarily from the issuance of annual equity
awards and equity awards to new employees. Other operating expenses increased primarily due to legal, outside accounting and other business combination
transaction costs incurred in connection with the acquisitions of Venda and WMS in the third quarter of 2014.


Twelve Months Ended December 31, 2013 as Compared to the Twelve Months Ended December 31, 2012


Product development expenses: Product development expenses for the year ended December 31, 2013 increased $25.6 million, or 48%, as compared
to the same period in 2012. The increase was primarily the result of a $21.9 million increase in personnel costs resulting from an increase in headcount,
annual salary increases, payroll tax increases and an increase in stock-based compensation. The increase in personnel costs includes an $8.3 million increase
in stock-based compensation resulting primarily from the issuance of annual equity awards to employees. Additionally, IT, facility, recruiting and other
operational costs related to our product development increased by $3.7 million because we expanded our global operations.


Sales and marketing expenses: Sales and marketing expenses for the year ended December 31, 2013 increased $55.8 million, or 36%, as compared to
the same period in 2012. The increase was primarily the result of a $42.3 million increase in personnel costs, an $8.7 million increase in IT, facility and other
operating expenses and a $4.8 million increase in marketing expenses. The increase in personnel costs related primarily to increases in commission and
payroll expenses resulting from higher sales and an increase in headcount. Additionally, personnel costs include a $8.4 million increase in stock-based
compensation resulting primarily from the issuance of annual equity awards and grants to new employees. IT, facility and recruiting costs increased by $5.9
million because we expanded our global operations. Other operating costs increased by $2.9 million primarily due to an increase in amortization expense
resulting from customer relationship and trade name intangible assets acquired through our business acquisitions in 2012 and 2013. Marketing expenses
increased primarily due to a $4.8 million increase in on-line and corporate marketing expenses to develop "NetSuite" name recognition and product
branding.


General and administrative expenses: General and administrative expenses for the year ended December 31, 2013 increased $13.2 million, or 34%,
when compared to the same period in 2012. The increase was primarily the result of a $9.0 million increase in personnel costs and a $4.1 million increase in
other operational costs. The increase in personnel costs resulted from an increase in headcount, an increase in merit pay, an increase in other payroll costs
such as recruiting and a $5.5 million increase in stock-based compensation resulting from the issuance of equity awards to both existing and new employees.
Other operational costs increased primarily due to an increase in costs such as outside legal services. Additionally, we incurred $3.0 million in transaction
costs in connection with our acquisition of T-HR, OM and WH during 2013. In connection with expanding our global operations, we also experienced a
$10.3 million increase in IT, facility, recruiting and other operating expenses that were mostly allocated to other departments.


Non-operating items, including interest income and expense, other income / (expense) and income taxes were as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012


 Amount  % of revenue  Amount  
% of


revenue  Amount  % of revenue
 (dollars in thousands)
Interest income 220  — %  67  — %  158  — %
Interest expense (14,309)  (3)%  (8,424)  (2)%  (192)  — %
Other expense, net (451)  — %  (383)  — %  (412)  — %
Provision for income taxes 2,166  — %  899  — %  2,543  1 %


Twelve Months Ended December 31, 2014 as Compared to the Twelve Months Ended December 31, 2013


Our interest expense increased by $5.9 million during the year ended December 31, 2014 as compared to 2013 primarily due to our issuance of $310.0
million in aggregate principal amount of 0.25% convertible senior notes in June 2013. In connection with these notes, we record interest costs consisting of
amortization of debt discount, coupon interest and amortization of debt issuance costs. In 2014, we recorded interest cost for an entire year as compared to
half a year in 2013.


Our provision for income taxes increased by $1.3 million during the year ended December 31, 2014 as compared to 2013 primarily due to tax benefits
associated with our 2013 business combinations. See Note 15 to our consolidated financial statements for more information regarding our income taxes.
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Twelve Months Ended December 31, 2013 as Compared to the Twelve Months Ended December 31, 2012


Our interest expense increased by $8.2 million during the year ended December 31, 2013 as compared to 2012 primarily due to our issuance of $310.0
million in aggregate principal amount of 0.25% convertible senior notes in June 2013. In connection with these notes, we recorded $7.8 million in interest
costs consisting of amortization of debt discount, coupon interest and amortization of debt issuance costs during the year ended December 31, 2013.
Additionally, related party interest increased by $349,000 because we amended our Oracle perpetual software license agreement in February 2013.


Our provision for income taxes decreased by $1.6 million during the year ended December 31, 2013 as compared to 2012 primarily due to tax benefits
associated with our 2013 business combinations. See Note 15 to our consolidated financial statements for more information regarding our income taxes.


Quarterly Results of Operations


The following tables set forth our unaudited quarterly condensed consolidated statements of operations data for each of the eight quarters ended
December 31, 2014. The data has been prepared on the same basis as the audited consolidated financial statements and related notes included in this Annual
Report on Form 10-K and you should read the following tables in conjunction with such financial statements. The table includes all necessary adjustments,
consisting only of normal recurring adjustments that we consider necessary for a fair presentation of this data. The results of historical periods are not
necessarily indicative of future results.


  Three months ended


  December 31,  September 30,  June 30,  March 31,  December 31,  September 30,  June 30,  March 31,


  2014  2014  2014  2014  2013  2013  2013  2013


  (dollars and shares in thousands, except per share amounts)


  (unaudited)


Revenue:                 
Subscription and support  $ 126,705  $ 115,831  $ 105,851  $ 99,395  $ 93,562  $ 85,795  $ 80,239  $ 73,960


Professional services and other  31,164  27,829  25,943  23,566  21,446  21,080  20,757  17,669


Total revenue  157,869  143,660  131,794  122,961  115,008  106,875  100,996  91,629


Cost of revenue:                 
Subscription and support (1)  20,041  18,522  17,084  16,360  15,167  14,276  13,511  12,315


Professional services and other (1)  30,496  27,477  24,513  22,317  21,784  20,916  19,895  17,330


Total cost of revenue  50,537  45,999  41,597  38,677  36,951  35,192  33,406  29,645


Gross profit  107,332  97,661  90,197  84,284  78,057  71,683  67,590  61,984


Operating expenses:                 
Product development (1)  28,548  28,610  25,376  24,172  22,886  19,979  18,796  16,650


Sales and marketing (1)  82,856  74,699  69,726  63,680  57,053  52,315  53,960  46,752


General and administrative (1)  16,902  20,097  14,106  14,033  14,287  12,233  13,429  11,745


Total operating expenses  128,306  123,406  109,208  101,885  94,226  84,527  86,185  75,147


Operating loss  (20,974)  (25,745)  (19,011)  (17,601)  (16,169)  (12,844)  (18,595)  (13,163)
Other income / (expenses), net, and
income taxes (1)  (4,371)  (3,550)  (4,153)  (4,632)  (4,042)  (3,928)  (1,795)  126


Net loss  $ (25,345)  $ (29,295)  $ (23,164)  $ (22,233)  $ (20,211)  $ (16,772)  $ (20,390)  $ (13,037)
Net loss per NetSuite Inc. common
share  $ (0.33)  $ (0.38)  $ (0.31)  $ (0.29)  $ (0.27)  $ (0.23)  $ (0.28)  $ (0.18)
Weighted average number of shares
used in computing net loss per
common share  76,850  76,477  75,919  75,433  74,851  74,379  73,946  73,144
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(1) Includes stock-based compensation expense, amortization of acquisition-related intangible assets, transaction costs for business combinations, non-cash interest expense on
convertible debt and income tax benefits associated with business combination as follows:


   
  Three months ended


  December 31,  September 30,  June 30,  March 31,  December 31,  September 30,  June 30,  March 31,


  2014  2014  2014  2014  2013  2013  2013  2013


  (in thousands)


Cost of revenue:                 
Subscription and support  $ 2,332  $ 2,173  $ 1,851  $ 1,986  $ 1,733  $ 1,687  $ 1,588  $ 1,127


Professional services and other  2,845  2,684  2,317  2,482  2,345  2,191  2,452  1,846


Operating expenses:                 
Product development  7,396  7,733  6,884  6,576  6,427  5,926  6,342  4,848


Sales and marketing  10,945  11,156  9,087  7,709  7,369  6,825  7,379  5,175


General and administrative  6,012  10,552  4,683  4,739  5,675  3,889  5,613  3,946
Other income / (expenses) and income
taxes, net  3,291  3,287  3,191  3,141  2,875  3,123  1,056  (1,119)


Total  $ 32,821  $ 37,585  $ 28,013  $ 26,633  $ 26,424  $ 23,641  $ 24,430  $ 15,823


 


Liquidity and Capital Resources
As of December 31, 2014, our primary sources of liquidity were our cash and cash equivalents totaling $367.8 million, marketable securities totaling


$91.8 million and $139.2 million in accounts receivable, net of allowance.


In the year ended December 31, 2014, cash flows from operations generated $74.9 million of cash.


Restricted cash totaled $211,000 and $753,000 at December 31, 2014 and 2013, respectively. These restricted cash accounts secure letters of credit
applied against certain of our facility lease agreements. Of the $211,000 restricted cash balance as of December 31, 2014, $35,000 is classified as current
other assets and $176,000 is classified as long-term other assets. The $753,000 restricted cash balance as of December 31, 2013 includes $38,000 classified as
current other assets and $715,000 classified as long-term other assets.


As of December 31, 2014, we had an accumulated deficit of $549.2 million. We have funded this deficit primarily through the net proceeds raised
from the sale of our capital stock and convertible notes and cash flows from operations.
 


Our cash flow activities were as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012
 (in thousands)
Net cash provided by operating activities $ 74,920  $ 62,235  $ 54,298
Net cash used in investing activities (157,296)  (81,023)  (24,105)
Net cash (used in) / provided by financing activities (158)  285,576  13,732
Effect of exchange rate changes on cash and cash equivalents (1,274)  (1,070)  486
Net change in cash and cash equivalents $ (83,808)  $ 265,718  $ 44,411


Twelve Months Ended December 31, 2014 as Compared to the Twelve Months Ended December 31, 2013


Cash provided by operating activities was driven by sales of our application suite and costs incurred to deliver that service. The timing of our
billings and collections relating to our sales and the timing of the payment of our liabilities have a significant impact on our cash flows. Cash flows from
operations increased during the year ended December 31, 2014 as compared to 2013 primarily as a result of an increase in collections from customers and the
timing of payments to vendors, partially offset by an increase in commissions paid.


Cash used in investing activities during the year ended December 31, 2014 was related to the purchase and sale of marketable securities, acquiring
companies and capital expenditures for property and equipment, consisting of the purchase of software licenses, computer equipment, leasehold
improvements and furniture and fixtures as we develop and enhance our infrastructure. Cash used in investing increased due to our $91.8 million net
investment into marketable securities in 2014, a $3.4 million increase in capital expenditures associated with our 2014 global expansion, partially offset by a
$19.4 million decrease in business combination related cash payments , net of cash received. In 2014, we paid $39.7 million, net of cash received, to acquire
Venda and WMS compared to 2013 when we paid $57.4 million, net of cash received, to acquire T-HR
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("TribeHR"), OM ("OrderMotion") and WH ("Website Hosting Provider") and $747,000 in other business combination related payments.


The net cash used in financing activities during the year ended December 31, 2014 increased from 2013 due to $301.7 million in net proceeds
received from the issuance of $310.0 million at par value of 0.25% convertible senior notes partially offset by the repurchase of $30.0 million of our common
stock in June 2013, a $7.9 million decrease in proceeds received from employee stock option exercises and $5.9 million in payments to the former owners of
businesses acquired in late 2012 and 2013.


Twelve Months Ended December 31, 2013 as Compared to the Twelve Months Ended December 31, 2012


Cash provided by operating activities was driven by sales of our application suite and costs incurred to deliver that service. The timing of our
billings and collections relating to our sales and the timing of the payment of our liabilities have a significant impact on our cash flows. Cash flows from
operations increased during the year ended December 31, 2013 as compared to 2012 primarily as a result of an increase in deferred revenue resulting from an
increase in billings associated with the increase in bookings. This increase was offset by the increase in deferred commission resulting from the increase in
sales activity.


Cash used in investing activities during the year ended December 31, 2013 was related to acquiring companies and capital expenditures for property
and equipment, consisting of the purchase of software licenses, computer equipment, leasehold improvements and furniture and fixtures as we develop and
enhance our infrastructure. Cash used in investing increased due to a $24.8 million cash payment, net of cash acquired, for the acquisition of T-HR in the
fourth quarter of 2013, a $22.7 million cash payment, net of cash acquired, for the acquisition of OM in the second quarter of 2013, a $9.9 million cash
payment, net of cash acquired, for the acquisition of WH in the first quarter of 2013, $747,000 in payments related to other acquisitions, an $8.5 million
increase in capital expenditures for property and equipment to expand our global operations and a $500,000 equity investment in a small Ecommerce
company in the first quarter of 2013.


The net cash provided by financing activities during the year ended December 31, 2013 increased from 2012 due to the $301.7 million in net
proceeds received from the issuance of $310.0 million at par value of 0.25% convertible senior notes in June 2013 and a $1.0 million increase in proceeds
received from employee stock option exercises. These increases were partially offset by the second quarter 2013 repurchase of 348,837 shares of our common
stock for $30.0 million or $86.00 per share and a $1.1 million increase in related party capital lease payments related primarily to the Oracle unlimited
license agreement amended during the first quarter of 2013.


We intend to use our cash for general corporate purposes, including potential future acquisitions or other transactions. Further, we expect to incur
additional expenses in connection with our international expansion. We believe that our cash and cash equivalents are adequate to fund those potential or
anticipated activities.


While we believe that our uncommitted current working capital and anticipated cash flows from operations will be adequate to meet our cash needs
for daily operations and capital expenditures for at least the next 12 months, we may elect to raise additional capital through the sale of additional equity or
debt securities, obtain a credit facility or sell certain assets. If additional funds are raised through the issuance of additional debt securities, these securities
could have rights, preferences and privileges senior to holders of common stock or holders of the convertible notes, and terms of any debt could impose
restrictions on our operations. The sale of additional equity or convertible debt securities could result in additional dilution to our stockholders and
additional financing may not be available in amounts or on terms acceptable to us. If additional financing becomes necessary and we are unable to obtain the
additional funds, we may be required to reduce the scope of our planned product development and marketing efforts, potentially harming our business,
financial condition and operating results.


Contractual Obligations
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We generally do not enter into long-term minimum purchase commitments. Our principal commitments consist of our convertible senior notes,
obligations under capital leases for equipment, notes payable used for purchase of equipment, operating leases primarily for office space, and other purchase
obligations consisting of maintenance support contracts on leased or owned equipment and other general purchase obligations. The following table
summarizes our commitments to settle contractual obligations in cash as of December 31, 2014, for the next five years and thereafter.


 Total  
Less than 1


year  1 to 3 years  3 to 5 years  
More than 5


Years
  (dollars in thousands)


Capital lease obligations $ 238  $ 195  $ 43  $ —  $ —
Convertible 0.25% senior notes including interest 312,648  775  1,550  310,323  —
Debt obligations - related party, including interest 9,357  3,119  6,238  —  —


Total accrued contractual obligations 322,243  4,089  7,831  310,323  —
          


Operating lease obligations 59,659  12,729  24,097  20,059  2,774
Purchase obligations 14,237  12,416  1,821  —  —


Total off-balance sheet contractual obligations 73,896  25,145  25,918  20,059  2,774
Total contractual obligations $ 396,139  $ 29,234  $ 33,749  $ 330,382  $ 2,774


Off-Balance Sheet Arrangements
During the years ended December 31, 2014, 2013 and 2012, we did not have any relationships with unconsolidated entities or financial


partnerships, such as entities often referred to as structured finance or variable interest entities, which would have been established for the purpose of
facilitating off balance sheet arrangements or other contractually narrow or limited purposes.


Recent Accounting Pronouncements
See Note 2. in Notes to our Consolidated Financial Statements "Significant Accounting Policies".


Item 7A. Quantitative and Qualitative Disclosures about Market Risk


Interest Rate Sensitivity
We had cash and cash equivalents of $367.8 million and marketable securities of $91.8 million at December 31, 2014. These amounts were held


primarily in money market funds, commercial paper and U.S government securities.
Cash and cash equivalents are held for working capital purposes, marketable securities are held as short-term investments and restricted cash


amounts are held as security against various lease obligations. Due to the short‑term nature of these investments, we believe that we do not have any material
exposure to changes in the fair value of our investment portfolio as a result of changes in interest rates.


Market Risk


In June 2013, we issued at par value $310.0 million of 0.25% convertible senior notes due June 1, 2018 ("the Notes"). The Notes have a fixed annual
interest rate of 0.25% and we, therefore, do not have economic interest rate exposure on the Notes. However, the fair value of the Notes is exposed to interest
rate risk. Generally, the fair value of the Notes will increase as interest rates fall and decrease as interest rates rise. These Notes are also affected by volatility in
our common stock price. As of December 31, 2014, the fair value of the Notes was $347.6 million.


Foreign Currency Risk


Our results of operations and cash flows are subject to fluctuations due to changes in foreign currency exchange rates, particularly changes in the
British Pound Sterling, Canadian Dollar, Australian Dollar, Philippine Peso, Uruguayan Peso and the Czech Koruna. Our revenue is generally denominated in
the local currency of the contracting party. The majority of our invoicing relates to sales occurring in the United States and therefore is denominated in U.S.
dollars. We have an increasing percentage of sales denominated in foreign currencies including, but not limited to, the local currencies of Australia, the
United Kingdom and Canada. Our expenses are incurred primarily in the United States, Canada, the Philippines, Australia and the United Kingdom, with a
small portion of expenses incurred in other countries where our international sales and operations offices are located. Our results of operations and cash flows
are, therefore, subject to fluctuations due to changes in foreign currency exchange rates. During the year ended December 31, 2014, the U.S. dollar increased
against the foreign currencies that our invoicing and operational expenses are denominated in by approximately 6.9% when compared to the same period in
the prior year. For the year ended December 31, 2014, the fluctuation in foreign currency rates positively affected our income by approximately $5.1 million.


36







Table of Contents


During the year ended December 31, 2014, we continued a hedging program initiated in 2008 to limit the exposure of foreign currency risk resulting
from the revaluation of foreign denominated assets and liabilities through the use of forward exchange contracts. See “Balance Sheet Hedging - Hedging of
Foreign Currency Assets and Liabilities” in Note 6 under the heading “Notes to the Consolidated Financial Statements” of Part 1, Item 1, “Financial
Statements” herein for further disclosures.


Fair Value of Financial Instruments


We do not have material exposure to market risk with respect to investments, as our investments consist primarily of highly liquid investments with
various maturity dates over the next 18 months. We do not use derivative financial instruments for speculative or trading purposes. However, this does not
preclude our adoption of specific hedging strategies in the future.
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Item 8. Financial Statements and Supplementary Data


Index to Consolidated Financial Statements


The following financial statements are filed as part of this Annual Report:
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Report of Independent Registered Public Accounting Firm


The Board of Directors and Stockholders
NetSuite, Inc.:


We have audited the accompanying consolidated balance sheets of NetSuite Inc. and subsidiaries as of December 31, 2014 and 2013, and the related
consolidated statements of comprehensive loss, total equity, and cash flows for each of the years in the three-year period ended December 31, 2014. In
connection with our audits of the consolidated financial statements, we have also audited financial statement Schedule II, as set forth in Item 15(b). We also
have audited NetSuite Inc.'s internal control over financial reporting as of December 31, 2014, based on criteria established in Internal Control-Integrated
Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). NetSuite Inc.'s management is responsible
for these consolidated financial statements and financial statement schedule, for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Report of Management on Internal Control Over
Financial Reporting. Our responsibility is to express an opinion on these consolidated financial statements and financial statement schedule and an opinion
on NetSuite Inc.'s internal control over financial reporting based on our audits.


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective
internal control over financial reporting was maintained in all material respects. Our audits of the consolidated financial statements included examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we considered necessary
in the circumstances. We believe that our audits provide a reasonable basis for our opinions.


A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.


In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of NetSuite Inc. and
subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2014, in conformity with U.S. generally accepted accounting principles. Also in our opinion, the related financial statement schedule, when
considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.
Also in our opinion, NetSuite Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31, 2014, based on
criteria established in Internal Control-Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission.


 


/s/ KPMG LLP


Santa Clara, California
March 2, 2015
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  NetSuite Inc.
Consolidated Balance Sheets


(dollars in thousands)


 December 31,
 2014  2013
Assets    
Current assets:    


Cash and cash equivalents $ 367,769  $ 451,577
Short-term marketable securities 82,622  —
Accounts receivable, net of allowances of $1,886 and $833 as of December 31, 2014 and December 31, 2013,


respectively 139,221  86,818
Deferred commissions 53,377  38,187
Other current assets 30,012  22,622


Total current assets 673,001  599,204
Marketable securities, non-current 9,143  —
Property and equipment, net 58,539  48,183
Deferred commissions, non-current 13,499  8,405
Goodwill 123,049  84,478
Other intangible assets, net 32,404  20,460
Other assets 12,604  11,669


Total assets $ 922,239  $ 772,399


Liabilities and total equity    
Current liabilities:    


Accounts payable $ 5,082  $ 4,838
Deferred revenue 300,884  211,694
Accrued compensation 41,081  24,535
Accrued expenses 30,975  21,721
Other current liabilities (including note payable to related party of $2,774 and $3,054 as of December 31,


2014 and December 31, 2013, respectively) 14,751  16,776
Total current liabilities 392,773  279,564


Long-term liabilities:    
Convertible 0.25% senior notes, net 265,710  254,038
Deferred revenue, non-current 13,622  12,913
Other long-term liabilities (including note payable to related party of $5,928 and $8,702 as of December


31, 2014 and December 31, 2013, respectively) 15,900  15,832
Total long-term liabilities 295,232  282,783


Total liabilities 688,005  562,347
Commitments and contingencies (Notes 11 and 12)  
Total equity:    


Common stock, par value $0.01, 500,000,000 shares authorized; 77,031,827 and 75,131,404 shares issued
and outstanding at December 31, 2014 and December 31, 2013, respectively 770  751
Additional paid-in capital 788,583  658,717
Accumulated other comprehensive loss (5,912)  (246)
Accumulated deficit (549,207)  (449,170)


Total equity 234,234  210,052
Total liabilities and total equity $ 922,239  $ 772,399


See accompanying Notes to Consolidated Financial Statements.
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NetSuite Inc.
Consolidated Statements of Operations and Comprehensive Loss


(dollars and shares in thousands, except per share data)


 Year ended December 31,
  2014  2013  2012
Revenue:          


Subscription and support   $ 447,782  $ 333,556  $ 252,903
Professional services and other   108,502  80,952  55,922


Total revenue   556,284   414,508   308,825
Cost of revenue:          


Subscription and support   72,007  55,269  41,857
Professional services and other   104,803  79,925  53,706


Total cost of revenue   176,810   135,194   95,563
Gross profit   379,474   279,314   213,262
Operating expenses:          


Product development   106,706  78,312  52,739
Sales and marketing   290,961  210,079  154,294
General and administrative   65,138  51,693  38,469


Total operating expenses   462,805   340,084   245,502
Operating loss   (83,331)   (60,770)   (32,240)
Other income / (expense), net:          


Interest income   220   67   158
Interest expense   (14,309)   (8,424)   (192)
Other expense, net   (451)   (383)   (412)


Total other income / (expense), net   (14,540)   (8,740)   (446)
Loss before income taxes   (97,871)   (69,510)   (32,686)
Provision for income taxes   2,166   899   2,543
Net loss   (100,037)   (70,409)   (35,229)


Net loss per common share, basic and diluted  $ (1.31)   $ (0.95)   $ (0.50)  
Weighted average number of shares used in


computing net loss per share  76,174  74,085  70,713  
          
Comprehensive loss:          
Foreign currency translation gains / (loss), net of


taxes   (5,751)   (1,136)   659
Unrealized loss on marketable securities   (5)   —   —
Accumulated pension liability   90   (60)   (78)
Comprehensive loss   $ (105,703)   $ (71,605)   $ (34,648)


See accompanying Notes to Consolidated Financial Statements.
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NetSuite Inc.
Consolidated Statements of Total Equity


(dollars in thousands)


  Common Stock  Additional  
Accumulated


other  Accumulated  Total  


  Shares  Amount  
paid-in
capital  


comprehensive
loss  deficit   equity  


BALANCES, January 1, 2012  68,785,296  688  470,485  369  (343,532)  128,010  
Exercise of stock options for cash  2,028,576  20  15,915      15,935  
Repurchase and vesting of restricted
stock awards and units  1,861,393  19  (276)      (257)  
Excess tax benefit on stock-based
compensation      297      297  
Capitalized stock-based compensation      990      990  
Stock-based compensation      48,442      48,442  
Accumulated pension liability        (78)    (78)  
Foreign currency translation adjustment        659    659  
 Net loss          (35,229)  (35,229)  
BALANCES, December 31, 2012  72,675,265  727  535,853  950  (378,761)  158,769  
Exercise of stock options for cash  1,102,032  11  16,940      16,951  
Repurchase and vesting of restricted
stock awards and units  1,702,944  17  (179)      (162)  
Excess tax benefit on stock-based
compensation      410      410  
Capitalized stock-based compensation      1,099      1,099  
Stock-based compensation      73,660      73,660  
Convertible 0.25% senior notes issuance      60,931      60,931  
Comprehensive loss:              
Repurchase and retirement of common
stock  (348,837)  (4)  (29,997)      (30,001)  
Accumulated pension liability        (60)    (60)  
Foreign currency translation adjustment        (1,136)    (1,136)  
 Net loss          (70,409)  (70,409)  
BALANCES, December 31, 2013  75,131,404  751  658,717  (246)  (449,170)  210,052  
Exercise of stock options for cash  340,824  3  9,027      9,030  
Repurchase and vesting of restricted
stock awards and units  1,255,235  13  (151)      (138)  
Excess tax benefit on stock-based
compensation      313      313  
Capitalized stock-based compensation      1,415      1,415  
Stock-based compensation      96,480      96,480  
Shares issued to acquire Venda Inc.  304,364  3  22,782      22,785  
Comprehensive loss:              
Accumulated pension liability        90    90  
Unrealized loss on marketable securities        (5)    (5)  
Foreign currency translation adjustment        (5,751)    (5,751)  
 Net loss          (100,037)  $ (100,037)  
              


BALANCES, December 31, 2014  77,031,827  $ 770  $ 788,583  $ (5,912)  $ (549,207)  $ 234,234  
See accompanying Notes to Consolidated Financial Statements.
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NetSuite Inc.
Consolidated Statements of Cash Flows


(dollars in thousands)


 Year ended December 31,
 2014  2013  2012
Cash flows from operating activities:      
Net loss $ (100,037)  $ (70,409)  $ (35,229)
Adjustments to reconcile net loss to net cash provided by operating activities:      


Depreciation and amortization 20,115  15,668  11,006
Amortization of other intangible assets 9,993  6,749  4,580
Amortization of debt discount and transaction costs 12,910  7,316  —
Provision for accounts receivable allowances 1,446  1,041  616
Stock-based compensation 96,480  73,660  48,442
Amortization of deferred commissions 75,249  55,531  45,312
Excess tax benefit on stock-based compensation (313)  (410)  (297)
Changes in operating assets and liabilities, net of acquired assets and assumed liabilities:      


Accounts receivable (50,811)  (22,305)  (25,913)
Deferred commissions (95,532)  (70,380)  (50,504)
Other current assets (4,932)  (12,486)  (443)
Other assets (2,165)  (2,329)  818
Accounts payable (2,321)  1,691  1,030
Accrued compensation 15,403  6,173  940
Deferred revenue 89,668  63,510  49,524
Other current liabilities 11,624  8,771  5,453
Other long-term liabilities (1,857)  444  (1,037)


Net cash provided by operating activities 74,920  62,235  54,298


Cash flows from investing activities:      
Purchases of property and equipment (23,732)  (20,337)  (11,843)
Capitalized internal use software (2,578)  (2,056)  (3,041)
Cash paid in business combinations, net of cash received (39,209)  (58,630)  (9,221)
Purchases of marketable securities (105,576)  —  —
Maturities of marketable securities 10,000  —  —
Sales of marketable securities 3,799  —  —


Net cash used in investing activities (157,296)  (81,023)  (24,105)


Cash flows from financing activities:      
Proceeds from issuance of convertible 0.25% senior notes —  310,000  —
Payments of issuance costs on convertible 0.25% senior notes —  (8,260)  —
Payments under capital leases (364)  (744)  (726)
Payments under capital leases and long-term debt - related party (3,054)  (2,612)  (1,550)
Payments to repurchase common stock —  (30,000)  —
Excess tax benefit on stock-based compensation 313  410  297
Payments related to business combinations (5,945)  —  —
RSUs acquired to settle employee withholding liability (137)  (162)  (257)
Proceeds from issuance of common stock 9,029  16,944  15,968


Net cash (used in) / provided by financing activities (158)  285,576  13,732


Effect of exchange rate changes on cash and cash equivalents (1,274)  (1,070)  486


Net change in cash and cash equivalents (83,808)  265,718  44,411


Cash and cash equivalents at beginning of period 451,577  185,859  141,448


Cash and cash equivalents at end of period $ 367,769  $ 451,577  $ 185,859


Supplemental cash flow disclosure:      
Cash paid for interest to related parties $ 464  $ 431  $ 82
Cash paid for interest to other parties $ 565  $ 442  $ 124
Cash paid for income taxes, net of tax refunds $ 1,320  $ 937  $ 1,248


Noncash financing and investing activities:      
Fixed assets acquired under related party agreement $ —  $ 11,355  $ —
Fixed assets and other acquired under capital lease $ —  $ —  $ —
Common stock issued in connection with business combination $ 22,785  $ —  $ —







See accompanying Notes to Consolidated Financial Statements
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NetSuite Inc.
Notes to Consolidated Financial Statements


Note 1. Organization
NetSuite Inc. (the “Company”) provides cloud-based financials/Enterprise Resource Planning (“ERP”) and omnichannel commerce software suites.


In addition, the Company offers a broad suite of applications, including financial management, Customer Relationship Management (“CRM”), Ecommerce
and retail management, Professional Services Automation (“PSA”) and Human Capital Management ("HCM") that enables companies to manage most of their
core business operations in its single integrated suite. The Company’s "real-time dashboard" technology provides an easy-to-use view into up-to-date, role-
specific business information. The Company also offers customer support and professional services related to implementing and supporting its suite of
applications. The Company delivers its suite over the Internet as a subscription service using the software-as-a-service ("SaaS") model. The Company’s
headquarters are located in San Mateo, California. The Company conducts its business worldwide, with international locations in Canada, Europe, Asia,
Australia and Uruguay.
Note 2. Significant Accounting Policies


Basis of Presentation and Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. Intercompany balances and


transactions have been eliminated.


Recent Accounting Standards


In May 2014, the FASB issued new accounting guidance related to revenue recognition. This new standard will replace most existing U.S. GAAP
guidance on this topic. The new revenue recognition standard provides a unified model to determine when and how revenue is recognized. The core principle
is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration for
which the entity expects to be entitled in exchange for those goods or services. This guidance will be effective for the Company beginning January 1, 2017
and can be applied either retrospectively to each period presented or as a cumulative-effect adjustment as of the date of adoption. The Company is evaluating
the impact of adopting this new accounting standard on its financial statements and has not selected a transition method.


Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make certain estimates and assumptions. These estimates


and assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements,
as well as reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.


Segments
The Company's chief operating decision maker is its Chief Executive Officer ("CEO"), who reviews financial information presented on a


consolidated basis, accompanied by information about revenue by geographic region. Accordingly, the Company has determined that it has a single
reportable segment, specifically, the provision of cloud-based business management application suites.
 


Revenue Recognition
The Company generates revenue from two sources: (1) subscription and support; and (2) professional services and other. Subscription and support


revenue includes subscription fees from customers accessing its cloud-based application suite and support fees from customers purchasing support.
Arrangements with customers do not provide the customer with the right to take possession of the software supporting the cloud-based application service at
any time. Professional services and other revenue include fees from consultation services to support the business process mapping, configuration, data
migration, integration and training. Amounts that have been invoiced are recorded in accounts receivable and in deferred revenue or revenue, depending on
whether the revenue recognition criteria have been met.


For the most part, subscription and support agreements are entered into for 12 to 36 months. In aggregate, more than 90% of the professional services
component of the arrangements with customers is performed within 300 days of entering into a contract with the customer.


For the most part, the subscription agreements provide service level commitments of 99.5% uptime per period, excluding scheduled maintenance. The
failure to meet this level of service availability may require the Company to credit qualifying customers up to the value of an entire month of their
subscription and support fees. In light of the Company’s historical experience with meeting its service level commitments, the Company does not currently
have any liabilities on its balance sheet for these commitments.


The Company commences revenue recognition when all of the following conditions are met:
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 •  There is persuasive evidence of an arrangement;
 


 •  The service is being provided to the customer;
 


 •  The collection of the fees is reasonably assured; and
 


 •  The amount of fees to be paid by the customer is fixed or determinable.


In most instances, revenue from new customer acquisition is generated under sales agreements with multiple elements, comprised of subscription and
support fees from customers accessing its cloud-based application suite and professional services associated with consultation services. The Company
evaluates each element in a multiple-element arrangement to determine whether it represents a separate unit of accounting. An element constitutes a separate
unit of accounting when the delivered item has standalone value and delivery of the undelivered element is probable and within the Company’s control.
Subscription and support have standalone value because they are routinely sold separately by the Company. For the most part, professional services have
standalone value because the Company has sold professional services separately and there are several third party vendors that routinely provide similar
professional services to its customers on a standalone basis.


The Company allocates revenue to each element in an arrangement based on a selling price hierarchy. The selling price for a deliverable is based on its
vendor-specific objective evidence (“VSOE”), if available, third-party evidence (“TPE”), if VSOE is not available, or estimated selling price (“ESP”), if
neither VSOE nor TPE is available. As the Company has been unable to establish VSOE or TPE for the elements of its arrangements, the Company establishes
the ESP for each element primarily by considering the weighted average of actual sales prices of professional services sold on a standalone basis and
subscription and support including various add-on modules when sold together without professional services, and other factors such as gross margin
objectives, pricing practices and growth strategy. The consideration allocated to subscription and support is recognized as revenue over the contract period
commencing when the subscription service is made available to the customer. The consideration allocated to professional services is recognized as revenue
using the proportional performance method.


The total arrangement fee for a multiple element arrangement is allocated based on the relative ESP of each element. However, since the professional
services are generally completed prior to completion of delivery of subscription and support services, the revenue recognized for professional services in a
given reporting period does not include fees subject to delivery of subscription and support services. This results in the recognition of revenue for
professional services that is generally no greater than the contractual fees for those professional services.


For single element sales agreements, subscription and support revenue is recognized ratably over the contract term beginning on the provisioning date
of the contract. The Company recognizes professional services revenue using the proportional performance method for single element arrangements.


Sales and other taxes collected from customers to be remitted to government authorities are excluded from revenues.


Deferred Revenue
Deferred revenue consists of billings or payments received in advance of revenue recognition and is recognized as the revenue recognition criteria


are met. The Company generally invoices its customers annually or in monthly or quarterly installments. Accordingly, the deferred revenue balance does not
represent the total contract value of annual or multi-year, non-cancelable subscription agreements. Deferred revenue that will be recognized during the
succeeding 12 month period is recorded as current deferred revenue, and the remaining portion is recorded as non-current deferred revenue.


Cost of Revenue
Cost of revenue primarily consists of costs related to hosting the Company's cloud-based application suite, providing customer support, data


communications expenses, salaries and benefits of operations and support personnel, software license fees, costs associated with website development
activities, allocated overhead, amortization expense associated with capitalized internal use software and acquired developed technology assets and property
and equipment depreciation. Costs related to professional services are expensed as incurred.


Deferred Commissions
The Company capitalizes commission costs that are incremental and directly related to the acquisition of customer contracts. Commission costs are


accrued and capitalized upon execution of the sales contract by the customer. Payments to partners and sales personnel are made shortly after the receipt of
the related customer payment. Deferred commissions are amortized over the term of the related non-cancelable customer contract and are recoverable through
the related future revenue streams. The Company capitalized commission costs of $95.5 million, $70.4 million and $50.5 million during the years ended
December 31, 2014, 2013 and 2012, respectively. Commission amortization expense was $75.2 million, $55.5 million and $45.3 million during the years
ended December 31, 2014, 2013 and 2012, respectively.


Internal Use Software and Website Development Costs
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The Company capitalizes certain development costs incurred in connection with its internal use software and website. These capitalized costs are
primarily related to the integrated business management application suite that is hosted by the Company and accessed by its customers on a subscription
basis. Costs incurred in the preliminary stages of development are expensed as incurred. Once an application has reached the development stage, internal and
external costs, if direct, are capitalized until the software is substantially complete and ready for its intended use. Capitalization ceases upon completion of
all substantial testing. The Company also capitalizes costs related to specific upgrades and enhancements when it is probable the expenditures will result in
additional functionality. Capitalized costs are recorded as part of property and equipment. Maintenance and training costs are expensed as incurred. Internal
use software is amortized on a straight line basis over its estimated useful life, generally three years. Management evaluates the useful lives of these assets on
an annual basis and tests for impairment whenever events or changes in circumstances occur that could impact the recoverability of these assets. There were
no impairments to internal use software during the years ended December 31, 2014, 2013 and 2012. The Company capitalized $4.0 million, $3.2 million and
$4.1 million in internal use software during the years ended December 31, 2014, 2013 and 2012, respectively. Included in the December 31, 2014, 2013 and
2012 capitalized development costs are $1.4 million, $1.1 million and $990,000, respectively, in stock-based compensation costs. Amortization expense
totaled $2.7 million, $1.6 million and $629,000 during the years ended December 31, 2014, 2013 and 2012, respectively. The net book value of capitalized
internal use software at December 31, 2014 and 2013 was $7.8 million and $6.5 million, respectively. In December 2012, the Company purchased $1.5
million in developed technology which was capitalized as internal use software. A total of $1.3 million was paid to the two former owners on the purchase
date and the remaining $225,000 was paid within 15 months after the purchase date. The $1.5 million total purchase price is included in the $4.1 million in
development costs capitalized in 2012. During 2013, the Company integrated this developed technology into its data center production environment.
  
Income Taxes


The Company accounts for income taxes under the asset and liability approach. Deferred income taxes reflect the impact of temporary differences
between assets and liabilities recognized for financial reporting purposes and amounts recognized for income tax reporting purposes, net operating loss
carryforwards and other tax credits measured by applying currently enacted tax laws. Valuation allowances are provided when necessary to reduce deferred
tax assets to an amount that is more likely than not to be realized.


Compliance with income tax regulations requires the Company to make decisions relating to the transfer pricing of revenue and expenses between
each of its legal entities that are located in several countries. The Company's determinations include many decisions based on management's knowledge of
the underlying assets of the business, the legal ownership of these assets, and the ultimate transactions conducted with customers and other third parties. The
calculation of the Company's tax liabilities involves dealing with uncertainties in the application of complex tax regulations in multiple tax jurisdictions.
The Company may be periodically reviewed by domestic and foreign tax authorities regarding the amount of taxes due. These reviews may include questions
regarding the timing and amount of deductions and the allocation of income among various tax jurisdictions. In evaluating the exposure associated with
various filing positions, the Company records estimated reserves when it is more likely than not that an uncertain tax position will not be sustained upon
examination by a taxing authority. Such estimates are subject to change. See Note 15 for information regarding the impact of the Company's accounting for
uncertainty in income taxes.


Cash and Cash Equivalents
The Company considers all highly liquid investments purchased with a remaining maturity of three months or less to be cash equivalents. Cash


equivalents are comprised of investments in money market mutual funds and commercial paper. Cash and cash equivalents are recorded at cost, which
approximates fair value.


 Goodwill and Other Intangible Assets
The Company records goodwill when consideration paid in a purchase acquisition exceeds the fair value of the net tangible assets and the identified


intangible assets acquired. Goodwill is not amortized, but rather is tested for impairment annually or more frequently if facts and circumstances warrant a
review. The Company has determined that there is a single reporting unit for the purpose of goodwill impairment tests. For purposes of assessing the
impairment of goodwill, the Company annually, on October 1st, estimates the fair value of the reporting unit and compares this amount to the carrying value
of the reporting unit. If the Company determines that the carrying value of the reporting unit exceeds its fair value, an impairment charge is recognized in the
amount by which the carrying amount of the asset exceeds its fair value. In 2014, the Company changed its annual goodwill impairment date from December
31, to October 1. On October 1, 2014, the Company completed its annual impairment test of goodwill. Based upon that evaluation, the Company determined
that its goodwill was not impaired.


Other intangible assets, consisting of developed technology, trade name and customer relationships, are stated at cost less accumulated amortization.
All other intangible assets have been determined to have definite lives and are amortized on a straight-line basis over their estimated remaining economic
lives, ranging from one to seven years. Amortization expense related to developed technology is included in cost of subscription and support revenue while
amortization expense related to tradenames and customer relationships is included in sales and marketing expense.


Long-lived Assets
The Company continually monitors events and changes in circumstances that could indicate that carrying amounts of its long-lived assets,


including property and equipment and intangible assets may not be recoverable. When such events or changes in circumstances occur, the Company assesses
the recoverability of long-lived assets by determining whether the
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carrying value of such assets will be recovered through their undiscounted expected future cash flows. If the future undiscounted cash flows are less than the
carrying amount of these assets, the Company recognizes an impairment loss based on the excess of the carrying amount over the fair value of the assets.


In 2009, the Company acquired QuickArrow (“QA”) for approximately $19.4 million and assigned $3.3 million to the developed technology
intangible asset. The QA developed technology was being amortized over a four years period to cost of revenue. In the second quarter of 2012, certain QA
customers transitioned from the QA service offering to a NetSuite service offering or terminated their service completely. As a result, the QA expected
undiscounted cash flows decreased below the carrying value of the QA developed technology assets and the Company recorded a $401,000 impairment
charge. $401,000 represented the excess of the carrying amount of the QA developed technology over the fair value of such asset as of June 30, 2012. The QA
developed technology fair value at June 30, 2012 was derived from the expected QA future cash flows which were based on revenue generated by customers
using the QA service, a Level 3 unobservable input as described in Note 5. The Company amortized the remaining $481,000 net carrying value of the asset
over the second half of 2012.


The Company did not recognize any impairment charges on its long-lived assets during the years ended 2014 and 2013.


Leases
The Company leases worldwide facilities and certain other equipment under non-cancelable lease agreements. The terms of certain lease agreements


provide for rental payments on a graduated basis. The Company recognizes rent expense on a straight-line basis over the lease period and accrues for rent
expense incurred but not paid.


Under certain leases, the Company also receives reimbursements for leasehold improvements. These reimbursements are lease incentives which are
recognized as a liability and are amortized on a straight-line basis over the term of the lease as a reduction of minimum rental expense. The leasehold
improvements are included in property, plant and equipment and are amortized over the shorter of the estimated useful life of the improvements or the lease
term.


Property and Equipment
Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation is computed on a straight-line basis over the


estimated asset lives. The estimated useful lives by asset classification are generally as follows:
 


Asset classification  Estimated useful life in years


Office equipment  3
Furniture and fixtures  5
Computers  3
Software, perpetual license  3 to 7
Software, license with stated term  Term of the license


  
Amortization of leasehold improvements is computed on a straight-line basis over the shorter of the lease term or the estimated useful lives of the


assets.


Upon retirement or disposition of property and equipment, the cost and related accumulated depreciation are removed from the accounts and any
resulting gain or loss is recognized in other income.


Warranties and Indemnification
The Company's cloud-based application service is typically warranted to perform in a manner consistent with general industry standards that are


reasonably applicable and materially in accordance with the Company's on-line help documentation under normal use and circumstances.


The Company includes service level commitments to its customers warranting certain levels of uptime reliability and performance and permitting
those customers to receive credits in the event that the Company fails to meet those levels. To date, the Company has not incurred any material costs as a
result of such commitments. And the accrued liability related to such obligations in the accompanying consolidated financial statements is negligible.


The Company has also agreed to indemnify its directors and executive officers for costs associated with any fees, expenses, judgments, fines and
settlement amounts incurred by any of these persons in any action or proceeding to which any of those persons is, or is threatened to be, made a party by
reason of the person's service as a director or officer, including any action by the Company, arising out of that person's services as the Company's director or
officer or that person's services provided to any other company or enterprise at the Company's request. The Company maintains director and officer insurance
coverage that may enable the Company to recover a portion of any future amounts paid.


The Company's arrangements include provisions indemnifying customers against liabilities if our products infringe a third-party's intellectual
property rights. The Company has not incurred any costs as a result of such indemnifications and has not accrued any liabilities related to such obligations in
the accompanying consolidated financial statements.
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Concentration of Credit Risk and Significant Customers and Suppliers
Financial instruments potentially exposing the Company to concentration of credit risk consist primarily of cash and cash equivalents, marketable


securities, restricted cash and trade accounts receivable. The Company maintains an allowance for doubtful accounts receivables balance. The allowance is
based upon historical loss patterns, the number of days that billings are past due and an evaluation of the potential risk of loss associated with problem
accounts. The Company generally charges off uncollectible accounts receivable balances when accounts are 120 days past-due based on the account's
contractual terms. Credit risk arising from accounts receivable is mitigated due to the large number of customers comprising the Company's customer base
and their dispersion across various industries. At December 31, 2014 and 2013, there were no customers that represented more than 10% of the net accounts
receivable balance. There were no customers that individually exceeded 10% of the Company's revenue in any of the periods presented. At December 31,
2014 and 2013, long-lived assets located outside the United States were not significant.
 
 Revenue by geographic region, based on the billing address of the customer, was as follows for the periods presented:


 Year ended December 31,
 2014  2013  2012
 (dollars in thousands)
United States $ 414,172  $ 308,513  $ 227,975
International 142,112  105,995  80,850


Total revenue $ 556,284  $ 414,508  $ 308,825


      


Percentage of revenue generated outside of the United States 26%  26%  26%


No single country outside the United States represented more than 10% of revenue during the years ended December 31, 2014, 2013 or 2012.


Certain Significant Risks and Uncertainties
The Company participates in the dynamic high technology industry and believes that changes in any of the following areas could have a material


adverse effect on the Company's future financial position, results of operations or cash flows; advances and trends in new technologies and industry
standards; pressures resulting from new applications offered by competitors; changes in certain strategic or customer relationships; litigation or claims
against the Company based on intellectual property, patent, product, regulatory or other factors; risk associated with changes in domestic and international
economic or political conditions or regulations; availability of necessary product components; and the Company's ability to attract and retain employees
necessary to support its growth.


Foreign Currency Translation
The U.S. dollar is the reporting currency for all periods presented. The financial information for entities outside the United States is measured in their


functional currency which, depending on circumstances, may either be the local currency or the U.S. dollar. The Company translates its financial statements
of consolidated entities whose functional currency is not the U.S. dollar into U.S. dollars. The Company translates its assets and liabilities at the exchange
rate in effect as of the financial statement date and translates statement of operations accounts using the average exchange rate for the period. Exchange rate
differences resulting from translation adjustments are accounted for as a component of accumulated other comprehensive income / (loss). Gains or losses,
whether realized or unrealized, due to transactions in foreign currencies are reflected in the consolidated statements of operations under the line item other
income / (expense). The Company recognized net foreign currency losses of $437,000, $343,000 and $487,000 during the years ended December 31, 2014,
2013 and 2012, respectively.


Advertising Expense
Advertising costs are expensed as incurred. For the years ended December 31, 2014, 2013 and 2012, advertising expense was $12.8 million, $8.2


million and $4.1 million, respectively.


Stock-Based Compensation


The Company uses the fair value method for recording stock-based compensation for new awards granted, modified, repurchased or cancelled. The
Company recognizes compensation costs for stock option grants, restricted awards and restricted stock unit awards on a straight-line basis over the requisite
service period for the entire awards. The Company recognizes compensation expense related to performance share awards based on the accelerated method
which recognizes a larger portion of the expense during the beginning of the vesting period than in the end of the vesting period.


Under the 2007 Equity Incentive Plan (the "2007 Plan"), the Company has granted selected executives and other key employees performance shares
("PS") and performance share units ("PSUs"), which are restricted stock units (“RSUs”). PS vesting is contingent upon meeting certain company-wide
performance goals while PSUs vesting is contingent upon meeting certain company-wide performance goals and market-based performance goals.
Unforfeited PS and PSUs generally will vest in three equal annual tranches over the service period. The PS and PSUs grant date fair value, which is also the
total stock-based compensation expense associated with the performance based awards, is determined based on the value of the underlying
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shares on the grant date and is recognized over the vesting term. On a quarterly basis, management estimates the number of PS and PSUs that will be granted
at the end of the performance period. The PS fair value is based on market value of shares on the grant date (the intrinsic value). The fair value of the market-
based PSUs on the grant date (measurement date) is calculated using a Monte Carlo simulation model that estimates the distribution of the potential
outcomes of the PSU grants based on simulated future stock prices of the peer group.


The Company accounts for compensation expense related to stock options granted to consultants and other non-employees based on the fair values
estimated using the Black-Scholes model on the date of grant and re-measured at each reporting date over the performance period. The compensation expense
is amortized using the straight-line method over the related service term.


The Company issues new shares of its common stock upon the exercise of stock options and the vesting of restricted stock, RSUs, PSs and PSUs.


Qualified Operational Expense Reimbursements


At the Company's product development facility in the Czech Republic, the Company participates in a government subsidy program for employing
local residents. Under the program, the Czech Republic government will reimburse the Company for certain operational expenses it incurs. While the
Company became eligible to participate in this program in 2010, it did not record a subsidy credit in the financial statements until it was assured of
collection in 2012. Effective January 2012, when the Company incurs reimbursable operating expenses, it records a reduction in operational expenses and a
receivable from the Czech government. In the first quarter of 2014, the Company reached the initial program's reimbursement limit. The Company then began
participating in a second subsidy program, similar in nature to the initial program, in the second quarter of 2014. During the years ended December 31, 2014,
2013, and 2012, the Company's operational expenses were reduced by approximately $1.5 million, $2.5 million and $2.0 million, respectively, for
reimbursements of eligible operating expenses incurred during the years ended December 31, 2014, 2013 and the period from November 2010 to December
31, 2012, respectively. The Company received approximately $2.2 million, $2.0 million and $1.2 million in payments from the Czech Republic government
during the years ended December 31, 2014, 2013 and 2012 , respectively. As of December 31, 2014, $645,000 in reimbursements, adjusted for foreign
currency valuations, are due the Company and included in other current assets.


  
Net Loss Per Common Share


Basic net loss per common share is computed by dividing net loss attributable to NetSuite Inc. common stockholders by the weighted-average
number of common shares outstanding during the period. Diluted net loss per common share is computed by giving effect to all potentially dilutive common
shares including options, restricted stock, restricted stock units, performance share units, performance shares and convertible debt shares. Basic and diluted
net loss per common share was the same for all periods presented as the impact of all potentially dilutive securities outstanding was anti-dilutive.


Accumulated Other Comprehensive Income / (Loss)


Accumulated other comprehensive income / (loss) is comprised of foreign currency translation gains and losses, net of tax, unrealized losses on
marketable securities and an accumulated pension liability for employees located in the Philippines. The foreign currency translation gains /(losses), net of
taxes as of December 31, 2014 and 2013 were $(5.7) million, and $22,000, respectively. Unrealized loss on marketable securities was $5,000 as of December
31, 2014. During the years ended December 31, 2014, 2013 and 2012, there were no realized gains/(losses) on marketable securities. The unamortized
defined benefit pension costs as of December 31, 2014 and 2013 was $(178,000) and $(268,000), respectively.


49







NetSuite Inc.
Notes to Consolidated Financial Statements


Note 3. Business Combinations


During 2014, the Company purchased certain warehouse management solution provider ("WMS") assets to expand its manufacturing vertical and
Venda Limited (“Venda") to further develop its Ecommerce vertical. In connection with these acquisitions, the Company incurred transaction costs totaling
$4.6 million.


 2014 Acquisitions
 WMS  Venda
 September 26, 2014  July 17, 2014
 (dollars in thousands)
Accounts receivable $ —  $ 3,763
Developed technology 700  7,700
Customer relationships 300  12,300
Trademarks 20  2,700
Goodwill 14,752  27,228
Accounts payable —  (2,085)
Deferred tax liabilities —  (2,132)
Tax related liabilities —  (2,909)
Other assets / (liabilities), net (180)  1,873
Total purchase price $ 15,592  $ 48,438


Under the acquisition method of accounting, the Company allocated the purchase price to the identifiable assets and liabilities based on their
estimated fair value at the date of acquisition. To determine the value of the intangible assets, the Company made various estimates and assumptions.
Methodologies used in valuing the intangible assets include, but are not limited to, the with-and-without excess earnings for customer relationships, relief of
royalty for trademarks and multiple period excess earnings method for developed technology. The excess of the purchase price over the total net identifiable
assets has been recorded as goodwill which includes synergies expected from the expanded service capabilities and the value of the assembled work force in
accordance with generally accepted accounting principles. The Company did not record any in-process research and development intangible assets in
connection with the acquisition.


WMS


On September 26, 2014, the Company purchased certain WMS assets to expand its manufacturing vertical. The WMS assets, liabilities and operating
results are reflected in the Company’s consolidated financial statements from the date of acquisition. On the closing date, the Company paid $15.6 million in
cash of which, $2.4 million is being held in escrow for up to 18 months following the close of the transaction as indemnification against certain losses the
Company may incur in the event of certain breaches of representations and warranties covered in the asset purchase agreement. Additionally, $350,000 of
consideration is being held in escrow until certain WMS tax matters are resolved.


The Company will amortize the intangible assets on a straight-line basis over the following periods:
• developed technology, five years; and
• customer relationships, four years;


Venda


On July 17, 2014, the Company completed the purchase of all the outstanding equity of Venda, a private company that provides Ecommerce
solutions to its customers. Venda expands the Company’s European customer base and adds certain functionality to the Company's product suite. The Venda
assets, liabilities and operating results are reflected in the Company’s consolidated financial statements from the date of acquisition. On the closing date, the
Company paid $25.7 million in cash and issued 304,364 unregistered shares of the Company's common stock with a fair value of $22.8 million inclusive of a
discount from the quoted market price due to certain trading restrictions associated with the shares. Of the cash consideration paid,
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$10.1 million is being held in escrow for up to two years following the close of the transaction as protection against tax contingencies and losses the
Company may incur in the event of certain breaches of representations and warranties covered in the purchase agreement.


The Company will amortize the intangible assets on a straight-line basis over the following periods:


• developed technology, five years;
• customer relationships, seven years; and
• trademarks, three years.


The initial accounting for Venda accounts receivable, intangible assets, other customer related liabilities, facilities related liabilities and employee
related liabilities is incomplete because the Company is in the process of determining the fair value of these assets and liabilities. The Company is also
undertaking an analysis of certain tax matters associated with the Venda acquisition which could result in an adjustment to the acquisition price allocation.


Comparative pro forma financial information for WMS and Venda acquisitions has not been presented because the WMS and Venda historical
financial statements are not material to the Company's consolidated results of operations.


During 2013, the Company acquired TribeHR, an on-line human capital management software provider and, OrderMotion, an online Ecommerce
company and a website hosting provider company. In connections with these acquisitions, the Company incurred transaction costs totaling $3.0 million.


 2013 Acquisitions
 TribeHR OrderMotion Website Hosting Provider
 November 1, 2013 May 3, 2013 March 6, 2013
 (dollars in thousands)
Cash $ — $ 1,069 $ 264
Accounts receivable — 804 —
Developed technology 1,300 5,100 1,100
Customer relationships 1,000 3,000 2,100
Trademarks 600 400 200
Goodwill 21,543 18,176 9,721
Other assets / (liabilities), net 352 (433) (75)
Deferred income tax liabilities — — (1,322)
Total purchase price $ 24,795 $ 28,116 $ 11,988


Under the acquisition method of accounting, the Company allocates the purchase price to the identifiable assets and liabilities based on their
estimated fair value at the date of acquisition. To determine the value of the intangible assets, the Company makes various estimates and assumptions.
Methodologies used in valuing the intangible assets include, but are not limited to, the expected costs to recreate the assets, present value of future payments,
relief of royalty and multiple period excess earnings. The excess of the purchase price over the total identifiable assets has been recorded as goodwill which
includes synergies expected from the expanded service capabilities and the value of the assembled work force in accordance with generally accepted
accounting principles.


TribeHR


On November 1, 2013, the Company completed the purchase all of the outstanding equity of TribeHR ("T-HR"), an on-line human capital
management software provider. The T-HR product expands the Company's product suite and the T-HR workforce augments the Company's existing product
development teams, which allows the Company to expand its business capabilities in human resource management. The assets, liabilities and operating
results of T-HR are reflected in the Company’s consolidated financial statements from the date of acquisition. On the closing date, the Company paid $24.8
million in cash of which, $2.5 million was being held in escrow for up to 12 months following the close of the transaction as indemnification against certain
losses the Company may incur in the event of certain breaches of representations and warranties covered in the purchase agreement.
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In 2014, the escrow agent disbursed the withheld funds except for $140,000 which is being held for certain escrow claims. During the fourth quarter of 2013,
the Company recorded $1.3 million in operating expenses related to transaction costs associated with this business combination.


The Company will amortize the intangible assets on a straight-line basis over the following periods:
• developed technology, five years;
• customer relationships, four years; and
• trademarks, two years.


OrderMotion


On May 3, 2013, the Company completed the purchase all of the outstanding equity of OrderMotion ("OM"). OM provides online Ecommerce Order
Management Services that performs the back-end process for Ecommerce web stores. The OM product augments the Company's existing product offering,
which allows the Company to expand its business capabilities in Ecommerce technology and services. The assets, liabilites and operating results of OM are
reflected in the Company’s consolidated financial statements from the date of acquisition. On the closing date, the Company paid the former owners $23.5
million in cash. Additional consideration of $3.5 million in cash is being withheld up to 15 months following the close of the transaction as indemnification
against certain losses the Company may incur in the event of certain breaches of representations and warranties covered in the purchase agreement. The
Company also withheld $1.1 million as indemnification against losses the Company may incur from certain tax related matters of OM. This consideration is
restricted until the Company determines that the matters have been properly settled. During the second quarter of 2013, the Company recorded $311,000 in
employee termination costs and $1.1 million in operating expenses related to transaction costs associated with this business combination.


The Company will amortize the intangible assets on a straight-line basis over the following periods:


• developed technology, four years;
• customer relationships, four years; and
• trademarks, two years.


As of December 31, 2013, the Company's OM purchase consideration obligations totaled $3.9 million. During the year ended December 31, 2014,
the Company paid the former OM owners $3.3 million in cash. As of December 31, 2014, the Company's remaining OM purchase consideration obligation is
$655,000.


Website Hosting Provider


On March 6, 2013, the Company completed the purchase of all the outstanding equity of a website hosting provider company ("WH") that
specializes in Ecommerce technology and services. The WH workforce augments the Company's existing product development teams, which allows the
Company to expand its business capabilities in Ecommerce technology and services. The assets, liabilities and operating results of WH are reflected in the
Company’s consolidated financial statements from the date of acquisition. On the closing date, the Company paid $10.2 million in cash. Additional
consideration of $1.8 million in cash is being withheld for various periods up to 24 months following the close of the transaction as indemnification against
certain losses the Company may incur in the event of certain breaches of representations and warranties covered in the purchase agreement. During the first
quarter of 2013, the Company recorded $560,000 in operating expenses related to transaction costs associated with this business combination.


The Company will amortize the intangible assets on a straight-line basis over the following periods:
• developed technology, three years;
• customer relationships, four years; and
• trademarks, two years.


During the year ended December 31, 2014, the Company paid the former owners $1.0 million of the withheld consideration and reduced the
remaining obligation by approximately $200,000 for various adjustments. As of December 31, 2014, $600,000 in consideration is still being withheld by the
Company.


Retail Anywhere
In November 2012, the Company purchased certain assets from Retail Anywhere ("RA"), an on-line retail solution service provider. The Company


purchased certain RA assets and assumed certain liabilities to expand its retail software solutions in the Ecommerce vertical. On the closing date, the
Company paid $5.0 million in cash.
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Additional consideration of $1.3 million in cash was being withheld for up to the 15 months following the close of the transaction as protection against
certain losses the Company may incur in the event of certain breaches of representations and warranties covered in the purchase agreement. As of
December 31, 2013, the Company's remaining obligation was $1.1 million which was paid during the year ended December 31, 2014.


Note 4. Cash and Cash Equivalents


Cash equivalents are comprised of investments in money market mutual funds and commercial paper. Cash and cash equivalents are recorded at cost,
which approximates fair value.


  December 31,
  2014  2013
  (dollars in thousands)
Cash  $ 206,947  $ 329,050
Money market mutual funds  152,673  122,527
Commercial paper  8,149  —
Total cash and cash equivalents  $ 367,769  $ 451,577


Restricted Cash


Restricted cash totaled $211,000 and $753,000 as of December 31, 2014 and December 31, 2013, respectively. These restricted cash accounts secure
letters of credit applied against certain of the Company’s facility lease agreements. Of the $211,000 restricted cash balance as of December 31, 2014, $35,000
is classified as current other assets and $176,000 is classified as long-term other assets. The $753,000 restricted cash balance as of December 31, 2013
includes $38,000 classified as current other assets and $715,000 classified as long-term other assets.


The Company maintains cash balances at several banks. Accounts located in the United States are insured by the Federal Deposit Insurance
Corporation ("FDIC") up to $250,000. Certain operating cash accounts may exceed the FDIC limits.


Note 5. Financial Instruments
 


 The Company invests primarily in money market funds, commercial paper, highly liquid debt instruments of the U.S. government and its agencies,
U.S. municipal obligations, and U.S. and foreign corporate debt securities. All highly liquid investments with maturities of 90 days or less from date of
purchase are classified as cash equivalents and all highly liquid investments with maturities of greater than 90 days but less than a year from date of purchase
are classified as short-term marketable securities. Highly liquid investments with maturities of greater than a year from the balance sheet date are classified as
marketable securities, non-current. Short-term marketable securities and marketable securities, non-current are also classified as available-for-sale. The
Company intends to hold marketable securities until maturity; however, it may sell these securities at any time for use in current operations or for other
purposes, such as consideration for acquisition. Consequently, the Company may or may not hold securities with stated maturities greater than twelve months
until maturity.


The Company carries its fixed income investments at fair value and unrealized gains and losses on these investments, net of taxes, are included in
accumulated other comprehensive loss, a component of total equity. Realized gains or losses are included in other income / (expense), net section of the
consolidated statement of operations and comprehensive loss. When a determination has been made that an other-than-temporary decline in fair value has
occurred, the amount of the decline that is related to a credit loss is realized and is included in the other income / (expense), net section of the consolidated
statement of operations and comprehensive loss.
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Marketable securities consist of the following investments:


 December 31, 2014
 Amortized Cost  Unrealized Gains  Unrealized Losses  Fair Value
Cash equivalents: (in thousands)


Money market funds $ 152,673  $ —  $ —  $ 152,673
Commercial paper 8,149  —  —  8,149


Marketable securities:        
Commercial paper 70,737  8  —  70,745
Corporate notes and obligations 11,886  —  (9)  11,877
U.S. treasury securities 9,147  —  (4)  9,143


     Total $ 252,592  $ 8  $ (13)  $ 252,587


The Company does not believe any of the unrealized losses represent an other-than-temporary impairment based on its evaluation of available
evidence as of December 31, 2014. The Company expects to receive the full principal and interest on all of these marketable securities.


 December 31, 2014 
  Fair Value
 (in thousands)
Due within one year  $ 243,444
Due within two years  9,143
     Total  $ 252,587


Fair Value Measurements


The Company measures certain financial assets at fair value on a recurring basis based on a fair value hierarchy that requires the Company to
maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial instrument’s categorization
within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. The three levels of inputs that may be
used to measure fair value are:


• Level 1 - Quoted prices in active markets for identical assets or liabilities.
• Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in markets with


insufficient volume or infrequent transactions (less active markets); or model-derived valuations in which all significant inputs are
observable or can be derived principally from or corroborated by observable market data for substantially the full term of the assets or
liabilities.


• Level 3 - Unobservable inputs to the valuation methodology that are significant to the measurement of fair value of assets or liabilities.
Level 1 Measurements


The Company's cash equivalents held in money market funds and available-for-sale United States Treasury securities are measured at fair value
using level 1 inputs.


Level 2 Measurements


The Company's available-for-sale corporate debt securities and commercial paper are measured at fair value using level 2 inputs. The Company
obtains the fair values of its level 2 available-for-sale securities from a professional pricing service.
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The Company’s foreign currency forward contracts are measured at fair value using foreign currency rates quoted by banks or foreign currency
dealers and other public data sources. Such instruments are classified as Level 2 and are included in other current assets and liabilities.


The fair value of these financial assets and liabilities was determined using the following inputs as of December 31, 2014 and 2013:


 December 31, 2014  December 31, 2013
 Fair value measurements at reporting date using  Fair value measurements at reporting date using
 Level 1  Level 2  Level 3  Total  Level 1  Level 2  Level 3  Total
 (in thousands)  (in thousands)
Assets:                
Cash equivalents                


Money market funds $ 152,673  $ —  $ —  $ 152,673  $ 122,527  $ —  $ —  $ 122,527
Commercial paper —  8,149  —  8,149  —  —  —  —


Marketable securities                
Commercial paper —  70,745  —  70,745  —  —  —  —
Corporate notes and
obligations —  11,877  —  11,877  —  —  —  —
U.S. treasury securities 9,143  —  —  9,143  —  —  —  —


Foreign exchange contracts —  1,231  —  1,231  —  375  —  375
     Total $ 161,816  $ 92,002  $ —  $ 253,818  $ 122,527  $ 375  $ —  $ 122,902


                


Liabilities:                
Foreign exchange contracts $ —  $ 1  $ —  $ —  $ —  $ —  $ —  $ —


Total $ —  $ 1  $ —  $ —  $ —  $ —  $ —  $ —


Note 6. Hedging Activity


Balance Sheet Hedging - Hedging of Foreign Currency Assets and Liabilities
During the year ended December 31, 2014, the Company hedged certain of its nonfunctional currency denominated assets and liabilities to reduce the


risk that earnings would be adversely affected by changes in exchange rates. The notional amount of derivative instruments acquired during the period was
$278.1 million. The Company accounts for derivative instruments as other current assets and liabilities on the balance sheet and measures them at fair value
with changes in the fair value recorded as other income / (expense). These derivative instruments do not subject the Company to material balance sheet risk
due to exchange rate movements because gains and losses on these derivatives are intended to offset gains and losses on the assets and liabilities being
economically hedged.
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As of year end, the Company had the following outstanding foreign exchange forward contracts:


 December 31, 2014  December 31, 2013


 Notional Value Sold  
Notional Value


Purchased  Notional Value Sold  
Notional Value


Purchased
 (US dollars in thousands)
British pound $ 16,939  $ 7,284  $ 7,537  $ 4,799
Australian dollar 16,004  7,494  11,416  4,979
Japanese yen 3,355  —  2,285  —
Canadian dollar 796  1,267  2,445  1,817
Euro 2,344  547  1,356  —
Czech crown 6,510  4,710  5,240  3,490
Mexican peso 268  110  158  116
Philippine peso 7,540  5,020  5,940  3,940
New Zealand dollar 258  —  287  —
Total $ 54,014  $ 26,432  $ 36,664  $ 19,141


The fair value of the derivative instruments reported on the Company’s Consolidated Balance Sheet were as follows:


 Asset Derivatives  Liability Derivatives


 
Balance Sheet


Location


 
December 31,


2014  
December 31,


2013  
Balance Sheet


Location


 December 31, 2014  December 31, 2013
Derivatives and
forward contracts  Fair Value  Fair Value   Fair Value  Fair Value
   (US dollars in thousands)
Foreign exchange
contracts


Other current
assets  $ 1,231  $ 375  


Other current
liabilities $ 1  $ —


Total   $ 1,231  $ 375    $ 1  $ —


 The effect of derivative instruments on the Statement of Comprehensive Loss was as follows for the periods presented:


  
Location of net


gain (loss)
recognized in


income on
derivatives


 
Amount of net gain (loss) recognized in income on derivatives


during the
   Twelve Months Ended December 31,


Derivatives and forward contracts   2014  2013  2012
    (US dollars in thousands)
Foreign exchange contracts


 
Other income/
(expense), net  $ 1,446  $ 1,095  $ (512)


Total    $ 1,446  $ 1,095  $ (512)


The Company has entered into all of its foreign exchange contracts with a single counterparty. During the periods such contracts are open, the
Company is subject to a potential maximum amount of loss due to credit risk equal to the gross fair value of the derivative instruments if the counterparty to
the instruments failed completely to perform according to the terms of the contracts. Generally, we have the right of offset for gains earned and losses incurred
under these agreements. Our agreements with the counterparty do not require either party to provide collateral to mitigate the credit risk of the agreements.


Note 7. Property and Equipment
As of year end, property and equipment consisted of:
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  December 31,
  2014  2013
   (dollars in thousands)
Computer equipment  $ 68,630  $ 51,310
Purchased software  30,039  28,943
Internally developed software  16,046  12,052
Leasehold improvements  14,942  10,690
Furniture, fixtures and office equipment  9,292  7,875


Total property and equipment  138,949  110,870
Accumulated depreciation and amortization  (80,410)  (62,687)


Property and equipment, net  $ 58,539  $ 48,183


     


Depreciation and amortization expense was $20.1 million, $15.7 million and $11.0 million for the years ended December 31, 2014, 2013 and 2012,
respectively.


Note 8. Goodwill and Other Intangible Assets
The change in the carrying amount of goodwill for the years ended December 31, 2014 and 2013 was as follows:


   (dollars in thousands)
Balance as of January 1, 2013  $ 35,661
Goodwill acquired:   


WH business combination March 2013  9,721
OM business combination May 2013  18,176
T-HR business combination November 2013  21,543


Foreign exchange adjustment  (623)
 Balance as of December 31, 2013  84,478


Adjustments to prior year business combinations  (248)
Goodwill acquired:   


Venda business combination July 2014  27,228
WMS business combination September 2014  14,752


Foreign exchange adjustment  (3,161)
 Balance as of December 31, 2014  $ 123,049


The Company does not have a history of goodwill impairments.
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The carrying amount of other intangible assets was as follows:
 


  
Gross carrying


amount  
Accumulated
amortization  


Net carrying
amount


  December 31, 2014
  (dollars in thousands)
Developed technology  $ 27,432  $ (15,073)  $ 12,359
Trade name  5,305  (2,696)  2,609
Customer relationships  32,959  (15,622)  17,337
Non-competition agreements  962  (863)  99
Total  $ 66,658  $ (34,254)  $ 32,404


       


  December 31, 2013
  (dollars in thousands)
Developed technology  $ 19,721  $ (11,324)  $ 8,397
Trade name  2,827  (1,621)  1,206
Customer relationships  21,308  (10,946)  10,362
Non-competition agreements  1,076  (581)  495
Total  $ 44,932  $ (24,472)  $ 20,460


The total amortization expense for other intangible assets was $10.0 million, $6.7 million and $4.6 million for the years ended December 31, 2014,
2013 and 2012, respectively.


 Future amortization of intangible assets recorded as of December 31, 2014 is expected to be as follows:


   


Fiscal year ending December 31:   (dollars in thousands)
2015  $ 10,739
2016  8,275
2017  4,967
2018  3,436
2019  2,486
Thereafter  2,501
Total  $ 32,404
 


Note 9. Accrued Compensation
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Accrued compensation as of December 31, 2014 and 2013 consists of:


  December 31,
  2014  2013
   (dollars in thousands)
Sales commission  $ 19,675  $ 11,237
Employee bonus  12,453  7,118
Employee benefits, payroll taxes and other  8,953  6,180


Total accrued compensation  $ 41,081  $ 24,535


Note 10. Long-term Debt


0.25% Convertible Senior Notes
In June 2013, the Company issued at par value $310.0 million of 0.25% convertible senior notes due June 1, 2018 (the “Notes”). Interest is payable


semi-annually in arrears on December 1 and June 1 of each year, commencing December 1, 2013.


The Notes are governed by an indenture dated as of June 4, 2013, between the Company, as issuer, and Wells Fargo Bank, National Association, as
trustee. The Notes do not contain any financial covenants or any restrictions on the payment of dividends, the incurrence of senior debt or other
indebtedness, or the issuance or repurchase of securities by the Company. The Notes are unsecured and rank senior in right of payment to the Company's
future indebtedness that is expressly subordinated in right of payment to the Notes, rank equal in right of payment to the Company's existing and future
unsecured indebtedness that is not so subordinated. The Notes are effectively subordinated in right of payment to any of the Company's secured indebtedness
to the extent of the value of the assets securing such indebtedness and are structurally subordinated to all existing and future indebtedness, liabilities
incurred by our subsidiaries including trade payables, and preferred stock of the Company.


Upon conversion, the Company may choose to pay or deliver, as the case may be, either cash, shares of the Company's common stock or a combination
of cash and shares of the Company's common stock. If converted, holders will receive, at the Company's election, cash and/or shares of the Company's
common stock for the principal amount of the Notes and any amounts in excess of the principal amounts. The Company intends to settle the principal
amount of the Notes with cash if converted.


The initial conversion rate is 8.6133 shares of the Company's common stock per $1,000 principal amount of Notes, subject to anti-dilution adjustments.
The initial conversion price is approximately $116.10 per share of the Company's common stock and represents a conversion premium of approximately 35%
based on the last reported sale price of the Company's common stock of $86.00 on May 29, 2013, the date the Notes offering was priced. The conversion rate
is subject to adjustment from time to time upon the occurrence of certain events, including, but not limited to, the issuance of stock dividends and payment
of cash dividends. Holders of the Notes will not receive any cash payment representing accrued and unpaid interest upon conversion of a Note unless the
conversion date occurs after a regular record date related to the Notes and prior to the related interest payment date. At any time prior to the close of business
on the business day immediately preceding March 1, 2018, holders may convert their Notes at their option only under the following circumstances:
 


 ●


  


during any calendar quarter commencing after the calendar quarter ending on September 30, 2013 (and only during such calendar
quarter), if the last reported sale price of the common stock for at least 20 trading days (whether or not consecutive) during a period
of 30 consecutive trading days ending on the last trading day of the immediately preceding calendar quarter is greater than or equal
to 130% of the conversion price on each applicable trading day;


 


 ●


  


during the five business day period after any five consecutive trading day period (the “measurement period”) in which the trading
price per $1,000 principal amount of Notes for each trading day of the measurement period was less than 98% of the product of the
last reported sale price of the Company's common stock and the conversion rate on each such trading day; or


 


 ●   upon the occurrence of certain corporate transactions described in the indenture governing the Notes.
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On and after March 1, 2018 until the close of business on the business day immediately preceding the maturity date, holders may convert their Notes at
any time, regardless of the foregoing circumstances. If a make-whole fundamental change (as defined in the Indenture governing the Notes) occurs when the
Company's stock price is between $86.00 and $275.00 per share and a holder elects to convert its Notes in connection with such make-whole fundamental
change, such holder may be entitled to an increase in the conversion rate as provided for in the Indenture governing the Notes.


As of December 31, 2014, circumstances that would give rise to a conversion option for the holders of Notes do not exist.


Holders of the Notes have the right to require the Company to purchase with cash all or a portion of the Notes upon the occurrence of any event that
constitutes a fundamental change (as defined in the Indenture governing the Notes) at a purchase price equal to 100% of the principal amount of the Notes
plus accrued and unpaid interest.


In accounting for the issuance of the Notes, the Company separated the Notes into liability and equity components. The carrying amount of the
liability component was calculated by measuring the fair value of a similar liability that does not have an associated convertible feature. The carrying
amount of the equity component representing the conversion option was determined by deducting the fair value of the liability component from the par
value of the Notes as a whole.
The excess of the principal amount of the liability component over its carrying amount (“debt discount”) is amortized to interest expense using the effective
interest method over the term of the Note. The equity component is not remeasured as long as it continues to meet the conditions for equity classification.


In accounting for the $8.4 million in transaction costs related to the Note issuance, the Company allocated the total amount incurred to the liability and
equity components based on their relative values. The $6.7 million in transaction costs attributable to the liability component included in other assets are
being amortized to interest expense over the term of the Notes, and the $1.7 million in transaction costs attributable to the equity component were netted
with the equity component in additional paid-in capital. Debt issuance costs, net of amortization, were $4.7 million as of December 31, 2014. The Notes
consisted of the following as of December 31, 2014:


  (in thousands)
Equity component (1)  $ 60,931
Liability component :   


Principal  310,000
Less: debt discount, net  (44,290)


Net carrying amount  $ 265,710


   
Fair value - level 2  $ 347,572


   
(1) Included in the consolidated balance sheets within additional paid-in capital, net of the $1.7 million in equity issuance costs.


The Notes are carried at face value less any unamortized debt discount and also require disclosure of an estimate of fair value. The Company considers
the fair value of the Notes at each balance sheet date to be a level 2 measurement because it is determined based on a recent quoted market price or dealer
quote for the Notes. The Notes quoted market price or dealer quote is based on the trading price of the Company's common stock and market activity that is
less than an active exchange.


As of December 31, 2014, the remaining life of the Notes is approximately 3.50 years.
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The following table sets forth total interest expense recognized related to the Notes during the twelve months ended December 31, 2014 and 2013:


 December 31,
 2014  2013  
 (in thousands)
Contractual interest expense $ 775  $ 446  
Amortization of debt issuance costs 1,237  696  
Amortization of debt discount 11,673  6,620  
Total $ 13,685  $ 7,762  
     
Effective interest rate 5.4%


In connection with issuing at par value $310.0 million of 0.25% convertible senior notes due June 1, 2018, our Board of Directors approved the use of
$30.0 million of the net proceeds to repurchase 348,837 shares of our common stock for $30.0 million, or $86.00 per share. The Company has since retired
these shares.


Related Party Debt
On October 31, 2007, the Company entered into a perpetual software license agreement with Oracle USA, Inc. (“Oracle USA”), a related party, to


license Oracle database and application server software, along with technical support. This license agreement had a forty-two month term that allowed the
Company to download an unlimited number of perpetual licenses and was financed pursuant to notes issued to Oracle USA, Inc. at a rate of 6.20% per annum.


In May 2010, the Company entered into an amendment to the perpetual software license agreement with Oracle USA. The amendment provides for a
37-month extension of unlimited licenses to the October 2007 license agreement from Oracle and was financed pursuant to notes issued to Oracle USA, Inc. at
a rate of 2.12% per annum. On February 28, 2013, the Company entered into the third amendment to the perpetual software license agreement with Oracle
USA ("Amendment"). The Amendment provides for a 48-month extension to the May 2010 second amendment to the Oracle unlimited license agreement.
The Amendment provides that the Company will pay a one-time fee of $13.1 million to extend the term for unlimited licenses from May 31, 2014 to May 31,
2018. The Amendment also provides for technical support services. The Company paid $2.4 million for the support services from February 28, 2013 to
February 27, 2014. The Company renewed the support service agreement for $4.3 million in both February 2014 and 2015 and may renew support services
for the two subsequent annual periods at the same rate. The support services to be provided to the Company by Oracle automatically renew unless the
Company provides written notice of cancellation at least 60 days prior to the support renewal date. The Company financed the license fees due under the
Amendment pursuant to a note issued to Oracle Credit Corporation. The note bears interest at a rate of 2.0% per annum with payments scheduled over the
term of the amendment. The Company discounted the note at a rate of 4.5% because it approximates the interest rate the Company would obtain on the open
market. The $12.4 million discounted note value was recorded as an asset addition to property and equipment that will be depreciated over seven years.
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Future debt payments under notes payable as of December 31, 2014 are as follows:


   (dollars in thousands)
Years ending:   


2015  $ 3,119
2016  3,119
2017  3,119


Future debt payments  9,357
Amount representing interest  655
Present value of future debt payments  $ 8,702


The current and long-term portions of the notes payable, recorded in other current liabilities and other long-term liabilities, respectively, are as
follows for the periods indicated: 


  December 31,
  2014  2013
   (dollars in thousands)
Current portion  $ 2,774  $ 3,054
Long-term portion  5,928  8,702


Total long-term debt  $ 8,702  $ 11,756


The maximum amount outstanding under the notes was $11.8 million and $14.4 million during the years ended December 31, 2014 and 2013,
respectively.


The following table details payments to Oracle USA and Oracle Credit Corporation for support services and license fees related to the following
years:


 Twelve Months Ended December 31,  
 2014  2013  2012  
 (dollars in thousands)
License fee $ 3,054  $ 2,612  $ 1,550  
Support 4,300  2,380  2,373  
Interest 464  431  82  
Total paid $ 7,818  $ 5,423  $ 4,005  


       


Note 11. Lease Commitments
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The Company leases computer equipment and purchased software from various parties under capital lease agreements that expire through December
2017. The total outstanding balance financed under capital leases was $238,000 and $247,000 at December 31, 2014 and 2013, respectively. Accumulated
amortization on the leased assets was $2.4 million and $2.1 million at December 31, 2014 and 2013, respectively. Amortization of assets recorded under the
capital leases is included in depreciation expense. The current and long-term portions of the capital leases have been recorded in other current liabilities and
other long-term liabilities, respectively, on the consolidated balance sheets. The current and long-term portions of capital lease were as follows:


  December 31,
  2014  2013
   (dollars in thousands)
Current portion  $ 195  $ 247
Long-term portion  43  —


Total debt related to capital leases  $ 238  $ 247


The Company also has several non-cancelable operating leases, primarily for its facilities, that expire through 2021. Certain of these leases contain
renewal options for periods ranging from two to five years and require the Company to pay executory costs such as maintenance, taxes, and insurance. The
Company leases office space in the U.S. and throughout the world with various expiration dates through 2021. Minimum rent payments under operating
leases are recognized on a straight-line basis over the term of the lease including any periods of free rent and rent concessions.


Future minimum lease payments under non-cancelable operating leases (with initial or remaining lease terms in excess of one year) and the future
minimum capital lease payments as of December 31, 2014 are as follows:


  Capital leases  Operating leases  Total
   (dollars in thousands)
Years ending:       


2015  $ 195  $ 12,729  $ 12,924
2016  40  12,777  12,817
2017  3  11,320  11,323
2018  —  11,110  11,110
2019  —  8,949  8,949


Thereafter  —  2,774  2,774
Future minimum lease payments  238  $ 59,659  $ 59,897


Amount representing interest  —     
Present value of future minimum lease payments  $ 238     


 Rental expenses for operating leases were $15.4 million, $11.1 million and $8.0 million for the years ended December 31, 2014, 2013 and 2012,
respectively. Sublease income, which is recorded as reduction on of rental expense, was $321,000 for the year ended December 31, 2014 and negligible for
2013 and 2012.


Note 12. Commitments and Contingencies


Legal Proceedings
The Company is involved in various legal proceedings and receives claims from time to time, arising from the normal course of business activities.


In the Company’s opinion, resolution of these matters is not expected to have a material adverse impact on its consolidated results of operations, cash flows
or our financial position.


Note 13. Stock-based Compensation
Stock-based Plans


The Company maintains the 2007 Plan for the purpose of granting incentive stock options, nonstatutory stock options, RSUs, PSs, stock
appreciation rights and PSUs to its employees and directors. Additionally, the Company has an additional plan, the 1999 Stock Plan ("the 1999 Plan"), with
options outstanding from which it will not grant any additional awards.


The 2007 Plan, adopted by the Company's Board of Directors in June 2007 and effective in December 2007, reserved 2,375,000 shares of common
stock for issuance under the plan. As of December 31, 2014, 4,808,788 shares remained available for future grants under the 2007 Plan. Options cancelled
under the 1999 Plan are added to the shares available for issuance under the 2007 Plan when those cancellations occur. The 2007 Plan also provides for
annual increases in the number of shares available for issuance on the first day of each fiscal year equal to the lower of a) 9,000,000 shares of the Company's
common
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stock; b) 3.5% of the Company's aggregate common stock outstanding plus common stock issuable pursuant to outstanding awards under the Company's
equity plans; or c) such other amount as the Board of Directors may determine.


 The exercise price for options granted under the 1999 Plan and the 2007 Plan is the fair market value of an underlying share of common stock on
the date of grant. If an optionee, at the time the option is granted, owns stock totaling more than 10% of the total combined voting rights of all classes of
stock of the Company (a "10% Owner"), the exercise price for such options will not be less than 110% of the fair value of an underlying share of common
stock on the date of grant. Options generally vest over a four year period and have a term of 10 years from the date of grant. Options granted under the 2007
Plan to 10% Owners have a maximum term of 5 years.


Amounts recognized in the financial statements related to the 2007 Plan are as follows:


  December 31,
  2014 2013 2012
  (dollars in thousands)
Total cost of stock-based plan during the year  $ 97,895 $ 74,759 $ 49,432
Capitalized stock-based compensation  (1,415) (1,099) (990)
Previously capitalized stock-based compensation amortized
during the year  860 505 179
Stock-based compensation expense  $ 97,340 $ 74,165 $ 48,621
     
Foreign income tax associated with stock-based compensation  $ 310 $ 249 $ 287


The Company issues new shares of common stock upon the exercise of stock options, the granting of restricted stock and the vesting of RSUs, PSs
and PSUs.


During the third quarter of 2014, the Company granted 559,456 performance shares ("PS") to selected executives. This PS grant is subject to the
Company's performance in 2015, 2016 and 2017. The PS vesting is contingent upon the Company meeting certain company-wide revenue and non-GAAP
operating margin performance goals (performance-based) in 2015, 2016 and 2017. The Company's Board of Directors ("BOD") set the performance metrics in
the third quarter of 2014 for the entire performance period. The related stock-based compensation expense is determined based on the value of the underlying
shares on the date of grant and is recognized over the vesting term. During the interim financial periods, management estimates the probable number of PS
that will be vested until the achievement of the performance goals is known.


During the first quarter of 2012, the Company granted 341,750 PS, with a fair value of $50.38 per share, to selected executives and other key
employees. These PS grants were equally divided into two tranches: shares that are subject to the Company's performance in 2012 and 2014 ("PS 2014"). The
PS vesting for each tranche is contingent upon the Company meeting certain company-wide revenue and non-GAAP operating margin performance goals
(performance-based) in 2012 and 2014, respectively, which were set by the BOD at the time of grant . Additionally, in the first quarter of 2012, the Company
also awarded these employees 170,875 PS for 2013 ("PS 2013") and an additional 170,875 PS award for 2014 ("PS 2014ii"). The BOD set the performance
metrics for the PS 2014ii award and the PS 2013 award in first quarters of 2014 and 2013, respectively.


The PS are subject to term vesting conditions. The PS fair value and the related stock-based compensation expense are determined based on the
value of the underlying shares on the date of grant and is recognized over the vesting term. During the interim financial periods, management estimates the
probable number of PS that will be awarded until the achievement of the performance goals is known which is typically in the first quarter of the following
year.


For the PS 2014 award, the Company achieved 200% of its company-wide performance goals resulting in the Company awarding an additional
154,750 shares to select executives and key employees. The PS 2014 grants vest 1/3 per year with the initial vesting event in February 2015.


For the PS 2014ii, the Company achieved 126% of its company-wide performance goals resulting in the Company awarding an additional 31,183
shares to select executives and key employees. The PS 2014ii grants vest 1/3 per year with the initial vesting event in February 2015.


For the PS tranche granted for 2013, the Company achieved 137% of its company-wide performance goals resulting in the Company awarding an
additional 72,542 shares to select executives and key employees. The 2013 PS grants vest 1/3 per year with the initial vesting event in February 2014.


For the PS tranche granted for 2012, the Company achieved 110% of its company-wide performance goals resulting in the Company awarding an
additional 16,532 shares to select executives and key employees. The 2012 PS grants vest 1/3 per year with the initial vesting event in February 2013.
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As of December 31, 2014 and 2013, all outstanding stock-based payment awards qualified for classification as equity.


Stock Options
A summary of the Company's stock option activity during the year ended December 31, 2014 was as follows:


  Shares  


Weighted-average
exercise price per


share  


Weighted-average
remaining


contractual term
(in years)  


Aggregate intrinsic
value


  (dollars and shares in thousands, except per share amounts)
Outstanding at January 1, 2014  1,889  $ 36.51     
Granted  699  97.02     
Exercised  (341)  26.49     
Cancelled and forfeited  (136)  80.68     
Outstanding at December 31, 2014  2,111  55.30  6.74  $ 113,777


Vested and expected to vest  2,013  53.58  6.63  111,916


Exercisable at December 31, 2014  1,242  $ 33.89  5.35  $ 93,473


The total intrinsic value of the options exercised was $25.4 million, $75.9 million and $95.44 million during the years ended December 31, 2014,
2013 and 2012, respectively.


As of December 31, 2014, there was $25.7 million of total unrecognized compensation cost, net of estimated forfeitures, related to stock option
grants that are expected to be recognized over a weighted-average period of 2.7 years.
 


 The Company uses the Black-Scholes pricing model to determine the fair value of stock options. The fair value of each option grant is estimated on
the date of the grant. The weighted-average grant date fair value of options granted and the range of assumptions using the model are as follows for the
periods presented:


  Year ended December 31,
  2014  2013  2012
Weighted-average fair value of options granted  $36.09  $35.44  $23.92
Expected term  4.3 years  6.1 years  6.0 years
Expected volatility  44%  46%  52%
Risk-free interest rate  1.33%  1.16%  1.04%
Dividend yield   none   none   none


The assumptions are based on the following for each of the years presented.


Expected Term. Prior to first quarter of 2014, the Company estimated the expected term consistent with the simplified method identified by the SEC.
The Company elected to use the simplified method due to a lack of term length data since the Company completed its initial public offering in December
2007 and its stock options meet the criteria of the “plain-vanilla” options as defined by the SEC. The simplified method calculates the expected term as the
average of the vesting and contractual terms of the award.


Effective the first quarter of 2014, the Company changed its methodology for estimating the expected term assumption used to determine employee
stock option grant fair value. The Company changed from the simplified method to a historical data method because the Company believes it has sufficient
data to estimate the stock option exercise period based on historical stock option activity and historical employee termination data.


Volatility. The expected volatility being used is based on a blend of the Company's implied volatility and its historical volatility.


Risk Free Interest Rate. The risk free interest rate is based on the U.S. Treasury's zero coupon issues with remaining terms similar to the expected term
on the options.


Dividend Yield. The Company has never declared or paid any cash dividends and does not plan to pay cash dividends in the foreseeable future, and,
therefore, used an expected dividend yield of zero in the valuation model.


Forfeitures. The Company estimates forfeitures at the time of grant and revises those estimates in subsequent periods if actual forfeitures differ from
those estimates. The Company uses historical data to estimate pre-vesting forfeitures and
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records stock-based compensation expense only for those awards that are expected to vest. All stock-based payment awards are amortized on a straight-line
basis over the requisite service periods of the awards, which are generally the vesting periods. If the Company's actual forfeiture rate is materially different
from its estimate, the stock-based compensation expense could be significantly different from what the Company has recorded in the current period.


Restricted Stock Units, Restricted Stock, Performance Share and Performance Share Units
A summary of the Company's RSU, RS, PS and PSU activity during the year ended December 31, 2014 is as follows:


  Shares  


Weighted-average
grant date fair value


per share  
Aggregate intrinsic


value
  (dollars and shares in thousands, except per share amounts)
Nonvested at January 1, 2014  2,668  $59.35   
Granted  1,748  93.13   
Vested  (1,257)  53.82   
Cancelled and forfeited  (190)  73.81  
Nonvested at December 31, 2014  2,969  $80.59  $ 303,838


For the restricted stock units, restricted stock, performance shares and performance share units that vested during the years ended December 31, 2014, 2013
and 2012, the total intrinsic value was $122.2 million, $145.3 million and $94.6 million , respectively.


In accordance with the T-HR acquisition agreement, at the close of the transaction, the Company granted certain former T-HR stockholders and now
employees of the Company, 37,852 restricted stock units valued at $4.0 million and will grant another $3.0 million in restricted stock units on the one year
anniversary of the close date. The restricted stock units will vest over four years in accordance with the terms of the Company's equity compensation plan.
The costs of the equity grants will be recognized in the Company's statement of operations over the four-year vesting period.


Compensation expense for RSUs, restricted stock, PS and PSUs is determined based on the value of the underlying shares on the date of grant. The
typical RSUs, restricted stock, PS and PSU fair value is based on market value of shares on the grant date (the intrinsic value). The fair value of the market-
based PSUs on the grant date (measurement date) is calculated using a Monte Carlo simulation model that estimates the distribution of the potential
outcomes of the PSU grants based on simulated future stock prices of the peer group. As of December 31, 2014, there were $157.6 million of total
unrecognized compensation costs, net of estimated forfeitures, related to RSUs, restricted stock, PSs and PSUs that is expected to be recognized over a
weighted-average period of 2.4 years.


Reserved for Future Issuance
The Company has reserved the following shares of authorized but unissued common stock for future issuance:


  December 31, 2014
   (shares in thousands)
Options outstanding  2,111
RSUs, PSs, PSUs and restricted stock awards outstanding  2,969
Shares available for future grants  4,809


Total  9,889


Note 14. Other Employee Benefits Plans
The Company has a defined contribution retirement plan ("the Plan") that covers substantially all domestic employees of the Company. The Plan


allows employees to contribute gross salary through payroll deductions up to the legally mandated limit based on their jurisdiction. During the years ended
December 31, 2014 and 2013, the maximum annual employer contribution match was $4,000. The Company also contributes to various retirement plans for
its employees outside the United States. The Company contributed $5.3 million, $3.9 million and $2.7 million to its various retirement plans for the years
ended December 31, 2014, 2013 and 2012, respectively.


 
The Company recorded a total of $97,000 in 2014, $188,000 in 2013 and $152,000 in 2012 in service and interest costs and actuarial losses relating


to its statutory pension benefit obligation for its employees in Manila, Philippines. Included in long-term liabilities is the total unfunded projected benefit
obligation for this plan which is approximately $574,000 and $482,000 as of December 31, 2014 and 2013, respectively. During fiscal years 2014, 2013 and
2012, the Company recorded
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$186,000, $126,000 and $74,000 respectively, in periodic benefit costs for this plan with a corresponding decrease in accumulated other comprehensive
income.


Note 15. Income Taxes
The components of income before income taxes attributable to domestic and foreign operations are as follows:


  Year ended December 31,
  2014  2013  2012
  (dollars in thousands)
Income / (loss) before income taxes is as follows:       
Domestic  $ (100,608)  $ (76,715)  $ (37,203)
Foreign  2,737  7,205  4,517
Total  $ (97,871)  $ (69,510)  $ (32,686)


The federal, state and foreign income tax provisions for the years ended December 31, 2014, 2013 and 2012 are summarized as follows:


  Year ended December 31,
  2014  2013  2012
  (dollars in thousands)
Current taxes:       


Federal  $ —  $ —  $ —
State  6  (29)  60
Foreign  3,089  1,236  2,483


Total current taxes  $ 3,095  $ 1,207  $ 2,543
Deferred taxes:       


Federal  $ 240  $ (974)  $ —
State  (36)  (70)  —
Foreign  (1,133)  736  —


Total deferred taxes  (929)  (308)  —
Total  $ 2,166  $ 899  $ 2,543


During the three months ended March 31, 2013, the Company recorded approximately $1.1 million of additional net deferred tax liabilities related
to the WH acquisition. These additional deferred tax liabilities create a new source of taxable income, thereby requiring us to release a portion of our deferred
tax asset valuation allowance with a related reduction in income tax expense of approximately $1.1 million for 2013.
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A reconciliation of the statutory U.S. federal income tax rate to the Company's effective income tax rate is as follows:


  Year ended December 31,
  2014  2013  2012
       


Federal statutory income tax rate  35.0 %  35.0 %  35.0 %
State tax, net of federal benefit  1.8 %  (0.1)%  (1.5)%
Foreign rate differential  (2.3)%  (2.3)%  (3.1)%
Share-based compensation  (8.4)%  (8.7)%  (10.9)%
Meals and entertainment  (0.3)%  (0.3)%  (0.4)%
Other permanent differences  (2.3)%  (2.1)%  (0.3)%
Valuation allowance  (25.7)%  (22.8)%  (26.6)%


Effective income tax rate  (2.2)%  (1.3)%  (7.8)%


  Significant components of the Company's deferred tax assets are as follows:


  December 31,
  2014  2013
  (dollars in thousands)
Deferred tax assets:     


Deferred revenue  $ 5,146  $ 2,747
Other reserves and accruals  12,878  7,194
Share-based compensation  20,675  12,106
Federal operating loss carryforwards  112,949  107,662
State and foreign net operating loss carryforwards  14,809  13,514
Research and development credits  3,840  3,800


Deferred tax assets  170,297  147,023
Deferred tax liabilities:     


Property and equipment  $ (797)  $ (338)
Convertible debt  (16,348)  (20,334)
Acquired intangible assets  (4,598)  (3,321)
Tax deductible goodwill  (670)  (406)


Deferred tax liabilities  (22,413)  (24,399)
Net deferred tax assets, before valuation allowance  147,884  122,624


Valuation allowance  (148,682)  (122,428)
Net deferred tax (liabilities) / assets  $ (798)  $ 196


ASC 740, Income Taxes, provides for the recognition of deferred tax assets if realization of such assets is more likely than not. In assessing the need
for a valuation allowance in 2014, the Company considered all available evidence both positive and negative, including historical levels of income,
legislative developments, expectations and risks associated with estimates of future taxable income, and prudent and feasible tax planning strategies.


As a result of this analysis for the year ended December 31, 2014, the Company has determined that it is more likely than not that it will not realize
the benefits of its deferred tax assets in the U.S. and Japan due to continuing losses and therefore has recorded a valuation allowance to reduce the carrying
value of these deferred tax assets to zero. The additional deferred tax assets relate to operations in foreign jurisdictions where the Company has determined
that it is more likely than not that the deferred tax assets will be realized.


As of December 31, 2014, the Company had approximately $744.6 million of consolidated federal net operating loss carryforwards and $340.3
million of California net operating loss carryforwards available to offset future taxable income, respectively. The increase in net operating loss carryforwards
resulted primarily from employee stock-based compensation deductions in the U.S. The federal net operating loss carryforwards expire in varying amounts
between 2018 and 2034. The California net operating loss carryforwards expire in varying amounts between 2015 and 2034. The Company also had
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approximately $153.3 million of gross other state net operating loss carryforwards available to offset future taxable income which will expire in varying
amounts between 2015 and 2034. In addition, there were $19.3 million of gross non-U.S. net operating loss carryforwards as of December 31, 2014, $5.9
million of which expire between 2017 and 2022 with the remaining carryforwards having an indefinite life.


The net operating losses include approximately $122.1 million relating to the tax benefit of stock option exercises that, when realized, will be
recorded as a credit to additional paid-in capital. During 2014, the Company recorded approximately $313,000 of tax benefits related to stock-based
compensation that were credited to stockholder's equity during the year.


The Company also had approximately $5.2 million of federal and $2.6 million of California research and development tax credit carryforwards at
the end of 2014. The federal credits expire in varying amounts between 2019 and 2028. The California research credits do not expire. The Company records a
full valuation allowance against these credits. The foreign research and development tax credit carryforwards are not material at the end of 2014.


The Company's ability to utilize the net operating loss and tax credit carryforwards in the future may be subject to substantial restrictions in the
event of past or future ownership changes as defined in Section 382 of the Internal Revenue Code and similar state tax laws. Such annual limitations could
result in the expiration of the net operating loss and tax credit carryforwards before utilization.


The Company has not provided for U.S. federal and foreign withholding taxes on its undistributed earnings from its non-U.S. operations as of
December 31, 2014 because the Company intends to indefinitely reinvest such earnings offshore. Additionally, the undistributed earnings are not significant.
The residual tax liability if such earnings were remitted may be reduced by foreign tax credits or other tax adjustments. Therefore, it is currently not
practicable to compute.


ASC 740 requires the Company to recognize the financial statement effects of a tax position when it is more likely than not, based on the technical
merits, that the position will be sustained upon examination.


The following table summarizes the activity related to unrecognized tax benefits for the periods presented:


   
  Years ended December 31,
  2014  2013  2012
  (dollars in thousands)   
       
Beginning balance - unrecognized tax benefits, gross  $ 3,653  $ 3,388  $ 3,388
(Decrease) / Increases- related to prior year positions  8,552  300  —
(Decrease) / Increases- current year tax positions  3,374  —  —
(Decrease) / Increases- due to lapses  (119)  (31)  —
Other  —  (4)  —
Ending balance- unrecognized tax benefits, gross  $ 15,460  $ 3,653  $ 3,388


 


The state unrecognized tax benefits included in these amounts are reported gross instead of net of federal benefit.


The Company had gross unrecognized tax benefits of $15.5 million, $3.7 million and $3.4 million at December 31, 2014, 2013 and 2012
respectively. At December 31, 2014, 2013 and 2012, there were an estimated $190,000, $337,000 and $313,000, respectively of unrecognized tax benefit
that if recognized would affect the annual effective tax rate. The change in unrecognized tax benefits in 2014 is primarily related to net operating losses that
have not yet been utilized to offset taxable income combined with a nominal change due to the expiration of certain statute of limitations and the net accrual
for uncertain tax positions based upon the annual analysis. The change in 2013 was primarily due to the expiration of certain statute of limitations and the
net accrual for uncertain tax positions based upon the annual analysis.


The Company does not anticipate material changes in the total amount of its unrecognized tax benefits within 12 months of the reporting date. The
Company accrues interest and penalties related to unrecognized tax benefits within the provision for income taxes. As of December 31, 2014, the Company
had $43,000 of accrued interest and penalties related to unrecognized tax benefits, and $71,000 and $56,000 as of December 31, 2013 and December 31,
2012, respectively.


The Company files federal, state and foreign income tax returns in jurisdictions with varying statutes of limitations. Due to its net operating loss
carryforwards, the Company's income tax returns generally remain subject to examination by federal and most state tax authorities. In most of our significant
foreign jurisdictions, the 2008 through 2014 tax years remain subject to examination by their respective tax authorities. In addition, the 2006 and 2007 tax
years remain open to examination in Canada.
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 Note 16. Net Loss Per Common Share


Basic net loss per common share is computed by dividing net loss by the weighted-average number of shares of common stock outstanding during
the period. Diluted net loss per share of common stock is computed by giving effect to all potential dilutive shares of common stock, including options,
restricted stock units ("RSUs"), performance share units ("PSUs"), performance shares ("PS") and convertible debt shares. Basic and diluted net loss per share
of common stock were the same for all periods presented as the impact of all potentially dilutive securities outstanding was anti-dilutive.


The following table presents the calculation of the numerator and denominator used in the basic and diluted net loss per common share:


  December 31,
  2014  2013  2012


  
(dollars and shares in thousands, except per share


amounts)
Numerator:       


Net loss attributable to NetSuite Inc. common stockholders  $ (100,037)  $ (70,409)  $ (35,229)


Denominator:       
Weighted-average number of common shares outstanding used in computing
basic and diluted net loss per common share  76,174  74,085  70,713


Net loss per common share, basic and diluted  $ (1.31)  $ (0.95)  $ (0.50)


The Company’s unvested RSUs, PSUs and PS do not contain non-forfeitable rights to dividends and dividend equivalents. As such, unvested RSUs,
PSUs and PS are not participating securities and the Company is not required to use the two-class method to calculate diluted earnings per share in periods
when the Company has net income.


The following table presents the weighted average potential shares that are excluded from the computation of diluted net loss per common share for
the periods presented because including them would have had an anti-dilutive effect:


  December 31,
  2014  2013  2012
  (shares in thousands)
Options to purchase shares of common stock  2,102  2,196  3,595
Unvested RSUs, PSs, PSUs and restricted stock awards  2,743  3,020  3,932
    Total  4,845  5,216  7,527


The effect of the Notes is reflected in diluted earnings per share by application of the treasury stock method as the Company intends to settle the
principal amount of the Notes in cash upon conversion. During the year ended December 31, 2014, the Company's weighted average common stock price was
below the Notes conversion price for the periods during which the Notes were outstanding.


Note 17. Related Party Transactions


The Company has entered into various software license agreements with Oracle USA, Inc., an affiliate of Oracle Corporation. Lawrence J. Ellison,
who beneficially owns a significant portion of the Company’s common stock, is the Chief Technology Officer, a director and a principal stockholder of
Oracle Corporation. In October 2007, the Company entered into a perpetual license for the use of Oracle database and application server software on a certain
number of individual computers, along with technical support. This software license and support agreement has been amended with the latest amendment
occuring in February 2013. See Note 10. to the financial statements for the terms of this agreement.


Commencing in 2004, the Company entered into a verbal agreement with Oracle Racing, Inc. ("Oracle Racing"), a sailboat racing syndicate.
Lawrence J. Ellison, is the primary source of funding for Oracle Racing. Under the terms of the agreement, the Company agreed to supply certain of its cloud-
based application services to Oracle Racing in exchange for logo placement on the sailboats. In November 2011, the Company renewed its subscription and
professional services agreement with Oracle Racing for an additional 40 months. According to the terms of the agreement, the Company will provide services
to Oracle Racing through the end of the American Cup racing season in exchange for logo placement and other advertising
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services. The estimated value of the Company's services over the term of the agreement is $342,000. Oracle Racing values its service to be approximately
$400,000 over the term of the agreement. Based on the pricing for similar licenses to unaffiliated third parties, the Company calculated the fair market value
of the services provided to Oracle Racing to be approximately $67,000 and $62,000 for 2013 and 2012, respectively. The Company did not obtain an
independent valuation of the logo placement rights received from Oracle Racing. Based on an estimate received from Oracle Racing, the Company
determined the value of the logo placement on the sailboat to be approximately $33,000 during 2013 and 2012. The incremental cost to the Company of
providing cloud-based services and the incremental cost to Oracle Racing of providing logo placement rights on the sailboat was nominal. For accounting
purposes, total revenue and total costs related to the Oracle Racing agreement will be equal and will be recognized as revenue and expense, respectively, at
historical cost. In connection with the license agreements discussed above, the Company recognized $15,000 and $112,000, respectively, in revenue for the
years ended December 31, 2013 and 2012, respectively. During 2014, the Company received $19,000 in payments from Oracle Racing and recognized
$24,000 in revenue.


The Company has entered into various software license agreements with Oracle Corporation. Lawrence J. Ellison, who beneficially owns a
significant portion of the Company’s common stock, is the Chief Technology Officer, a director and a principal stockholder of Oracle Corporation. The
Company paid Oracle Corporation $90,000 and $239,000 during the years ended December 31, 2014 and 2013, respectively, for services it received. During
the years ended December 31, 2014 and 2013, the Company received payments totaling $124,000 and $123,000 from Oracle Corporation for services it
performed. The Company recognized $127,000, $93,000 and $128,000 in revenue for the years ended December 31, 2014, 2013 and 2012, respectively. As
of December 31, 2014, the Company had $131,000 in accounts receivable from Oracle Corporation.


In January 2011, the Company’s Chief Technology Officer and Chairman of the Board, purchased property from an entity affiliated with Lawrence J.
Ellison, a principal stockholder, (“seller”) for $8.0 million. The seller financed the transaction with a nine year loan. The Company analyzed the transaction
and determined that the fair value of the property approximated the fair value of the loan. Consequently, the Company determined there is no compensation
expense or a related capital contribution associated with this transaction.


In addition to the companies affiliated with Lawrence J. Ellison, the Company enters into sales and purchases agreements with various companies
that have a relationship with the Company's executive officers or members of the Company's board of directors. The relationships are typically an equity
investment by the executive officer or board member in the customer / vendor company or the Company's executive officer or board member is a member of
the customer / vendor company's board of directors. The Company has renewed the license agreements and sold additional services to these customers or
purchased services from these vendors at various points in time. As of December 31, 2014, the Company had $1.1 million in accounts receivable from other
related parties not affiliated with Mr. Ellison. Below is a summary of transactions between the Company and related parties other than Mr. Ellison during the
years ended December 31, :


 2014 2013 2012
 (dollars in thousands)
Revenue earned from related party $ 3,264 $ 2,311 $ 2,103
Fees NetSuite paid for services $ 918 $ 937 $ 596


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure


Not applicable.


 
Item 9A. Controls and Procedures
  


Management's Report on Internal Control over Financial Reporting and Attestation Report of the Registered Accounting Firm
Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rules 13a-15(f)


and 15d-15(f) under the Exchange Act) to provide reasonable assurance regarding the reliability of our financial reporting and the preparation of financial
statements for external purposes in accordance with U.S. generally accepted accounting principles.


Management assessed the effectiveness of our internal control over financial reporting, as of December 31, 2014, the end of our fiscal year.
Management based its assessment on criteria established in Internal Control—Integrated Framework (1992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission ("COSO"). Management's assessment included evaluation of elements such as the design and operating
effectiveness of key financial reporting controls, process documentation, accounting policies, and our overall control environment.


Based on this assessment, management has concluded that our internal control over financial reporting was effective as of the end of the fiscal year
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external reporting purposes in
accordance with U.S. generally accepted accounting principles. We reviewed the results of management's assessment with the Audit Committee of our Board
of Directors.
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The attestation report concerning the effectiveness of our internal control over financial reporting as of December 31, 2014, issued by KPMG LLP,
Independent Registered Public Accounting Firm, appears in Part II, Item 8 of this Annual Report on Form 10-K.


Evaluation of Disclosure Controls and Procedures
An evaluation was performed by management, with the participation of our Chief Executive Officer ("CEO") and our Chief Financial Officer


("CFO"), of the effectiveness of our disclosure controls and procedures as of December 31, 2014 (as defined in Rules 13a-15(e) and 15d—15(e) under the
Securities Exchange Act of 1934, as amended (the "Exchange Act"). Disclosure controls and procedures are controls and procedures that are designed to
ensure that information required to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC's rules and forms. Based on that evaluation, our CEO and CFO have concluded that our disclosure controls and
procedures were effective as of December 31, 2014 to provide reasonable assurance that information required to be disclosed by us in reports that we file or
submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in Securities and Exchange Committee
rules and forms, and is accumulated and communicated to management, including our CEO and CFO, as appropriate to allow timely decisions regarding
required disclosure.


Changes in Internal Control over Financial Reporting
There were no changes in our internal controls during our most recent fiscal quarter that have materially affected, or are reasonably likely to


materially affect, our internal control over financial reporting.


Inherent Limitations of Internal Controls
Our management, including our CEO and CFO, does not expect that our disclosure controls and procedures or our internal controls will prevent all


error and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control
issues and instances of fraud, if any, within the company have been detected. These inherent limitations include the realities that judgments in decision-
making can be faulty, and that breakdowns can occur because of a simple error or mistake. Additionally, controls can be circumvented by the individual acts
of some persons, by collusion of two or more people, or by management override of the control. The design of any system of controls also is based in part
upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under
all potential future conditions. Over time, controls may become inadequate because of changes in conditions, or the degree of compliance with the policies or
procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be
detected.
 
Item 9B. Other Information


None.
PART III


 


Item 10. Directors, Executive Officers and Corporate Governance.


The information required by this item is incorporated by reference to NetSuite's Proxy Statement for its 2015 Annual Meeting of Stockholders to be
filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2014.


The information required by this item concerning our executive officers is set forth under the heading "Executive Officers of the Registrant" in Part I,
Item 1 of this Annual Report on Form 10-K.
 
Item 11. Executive Compensation.


The information required by this item is incorporated by reference to NetSuite's Proxy Statement for its 2015 Annual Meeting of Stockholders to be
filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2014.
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.


The information required by this item is incorporated by reference to NetSuite's Proxy Statement for its 2015 Annual Meeting of Stockholders to be
filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2014.
 
Item 13. Certain Relationships, and Related Transactions, and Director Independence.


The information required by this item is incorporated by reference to NetSuite's Proxy Statement for its 2015 Annual Meeting of Stockholders to be
filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2014.
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Item 14. Principal Accounting Fees and Services.


The information required by this item is incorporated by reference to NetSuite's Proxy Statement for its 2015 Annual Meeting of Stockholders to be
filed with the SEC within 120 days after the end of the fiscal year ended December 31, 2014.


PART IV
 


Item 15. Exhibits and Financial Statement Schedules.


(a) Financial Statements


The financial statements filed as part of this report are listed on the Index to Consolidated Financial Statements in Item 8.


(b) Financial Statement Schedules


The following financial statement schedule is filed as a part of this Annual Report:


Schedule II—Valuation and Qualifying Accounts


Schedule II
Valuation and Qualifying Accounts


 


   Additions     


 
Beginning
balance  


Charged to
operations  


Charged to
deferred
revenues  Write-offs  


Ending
balance


 (dollars in thousands)
Trade receivables allowance         


Year ended December 31, 2014 $ 833  $ 1,434  $ 4,208  $ (4,589)  $ 1,886
Year ended December 31, 2013 701  1,041  1,902  (2,811)  833
Year ended December 31, 2012 $ 396  $ 616  $ 1,819  $ (2,130)  $ 701


All other schedules are omitted because they are not required or the required information is shown in the financial statements or notes thereto.


(c) Exhibits
We have filed, or incorporated into the Report by reference, the exhibits listed on the accompanying Index to Exhibits immediately following the signature
page of this Form 10-K.
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SIGNATURES


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this Annual Report on Form 10-K
to be signed on its behalf by the undersigned, thereunto duly authorized, on March 2, 2015.
 


   


  NETSUITE INC.
   


 By: /S/ Zachary Nelson
  Zachary Nelson


  President and Chief Executive Officer


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the dates indicated.
 


       


Signature  Title    Date


/S/ Zachary Nelson   
 


Zachary Nelson
 


Director, President and Chief
Executive Officer (Principal
Executive Officer)    


March 2, 2015


/S/ Ronald Gill   


Ronald Gill  
Chief Financial Officer (Principal
Financial and Accounting Officer)    


March 2, 2015


/S/ William L. Beane III   
  


William L. Beane III  
Director


   
March 2, 2015


  
/S/ Deborah A. Farrington   


  
Deborah A. Farrington  


Director
   


March 2, 2015


    
/S/ Evan M. Goldberg   


    
Evan M. Goldberg  


Director
   


March 2, 2015


    /S/ Steven Gomo       
Steven Gomo  Director    March 2, 2015


    /S/ Catherine Kinney   
    


Catherine Kinney  
Director


   
March 2, 2015


  
/S/ Kevin Thompson   


  
Kevin Thompson  


Director
   


March 2, 2015


          
/S/ Edward J. Zander   


          
Edward J. Zander  


Director
   


March 2, 2015


 


74







Table of Contents


 
Exhibit Index


The following exhibits are incorporated by reference or filed herewith.
 


   


Exhibit 
number  Description
  3.1


 
Amended and Restated Certificate of Incorporation of the Registrant (incorporated by reference to Exhibit 3.2 of
Registrant's Form S-1 Registration No. 333-144257).


  


  3.2
 


Amended and Restated Bylaws of the Registrant (incorporated by reference to Exhibit 3.14 of Registrant's Current
Report on Form 8-K filed on March 21, 2014).


  


  4.1
 


Form of Common Stock Certificate of the Registrant (incorporated by reference to Exhibit 4.1 of Registrant's Form
S-1 Registration No. 333-144257).


  
  4.2


 


Amended and Restated Investor Rights Agreement by and among the Registrant and certain stockholders dated
March 31, 2005, and amendments thereto (incorporated by reference to Exhibit 4.2 of Registrant's Form S-1
Registration No. 333-144257).


  
  4.3


 
Limited Liability Company Operating Agreement of NetSuite Restricted Holdings LLC (incorporated by reference
to Exhibit 4.4 of Registrant's Form S-1 Registration No. 333-144257).


  
  4.4


 
Board Resolutions Approving Corporate Opportunity Waiver (incorporated by reference to Exhibit 4.5 of
Registrant's Form S-1 Registration No. 333-144257).


   


4.5
 


Indenture between the Registrant and Wells Fargo Bank, National Association, as Trustee dated June 4, 2013
(incorporated by reference to Exhibit 4.1 of Registrant’s Current Report on Form 8-K filed on June 10, 2013).


   


4.6
 


Form of 0.25% Convertible Senior Notes due 2018 (incorporated by reference to Exhibit 4.2 of Registrant’s
Current Report on Form 8-K filed on June 10, 2013).


  


10.1+
 


Form of Indemnification Agreement between the Registrant and each of its directors and executive officers
(incorporated by reference to Exhibit 10.1 of Registrant's Form S-1 Registration No. 333-144257).


  


10.2+
 


1999 Stock Plan and forms of agreements thereunder (incorporated by reference to Exhibit 10.2 of Registrant's
Form S-1 Registration No. 333-144257).


  


10.3+


 


2007 Equity Incentive Plan and forms of agreements thereunder (incorporated by reference to Exhibit 10.1 of
Registrant's Quarterly Report on Form 10-Q filed on August 13, 2008 and Exhibits 10.1 to 10.3 of Registrant's
Quarterly Report on Form 10-Q filed on May 7, 2012).


  


10.4+
 


2008 Executive Bonus Plan (incorporated by reference to Exhibit 10.1 of Registrant's Current Report on Form 8-K
filed on May 1, 2008).


  


10.5+
 


OpenAir, Inc. 2008 Restricted Stock Unit Plan and forms of agreement thereunder (incorporated by reference to
Exhibits 10.5 and 10.6 of Registrant's Quarterly Report on Form 10-Q filed on August 13, 2008).


  


75







Table of Contents


10.6+
 


Offer Letter Agreement by and between the Registrant and Zachary Nelson effective July 1, 2007 (incorporated by
reference to Exhibit 10.6 of Registrant's Form S-1 Registration No. 333-144257).


  


10.7+
 


Offer Letter Agreement by and between the Registrant and Evan M. Goldberg effective July 1, 2007 (incorporated
by reference to Exhibit 10.7 of Registrant's Form S-1 Registration No. 333-144257).


  


10.8+  Offer Letter Agreement by and between the Registrant and James McGeever effective March 2, 2011.
  


10.9+


 


Letter Agreement by and between Marc Huffman and Registrant effective May 1, 2014 (incorporated by reference
to Exhibit 10.1 of Registrant's Quarterly Report on Form 10-Q filed on May 6, 2014).


  


10.10+
 


Offer Letter Agreement by and between the Registrant and Timothy Dilley effective July 1, 2007 (incorporated by
reference to Exhibit 10.9 of Registrant's Form S-1 Registration No. 333-144257).


  


10.11
 


Office Lease Agreement by and between the Registrant and EOP-Peninsula Office Park, L.L.C. dated August 2,
2005 (incorporated by reference to Exhibit 10.12 of Registrant's Form S-1 Registration No. 333-144257).


 


10.12


 


First Amendment to the Office Lease Agreement by and between the Registrant and EOP-Peninsula Office Park,
L.L.C. dated April 24, 2008 (incorporated by reference to Exhibit 10.2 of Registrant's Current Report on Form 8-
K filed on April 28, 2008).


   


10.13
 


Second Amendment to the Office Lease Agreement by and between the Registrant and EOP- Peninsula Office
Park, L.L.C. dated October 8, 2010 (incorporated by reference to Exhibit 10.1 of Registrant's Current Report on
Form 8-K filed on December 15, 2011).


   


10.14
 


Third Amendment to the Office Lease Agreement by and between the Registrant and EOP- Peninsula Office
Park, L.L.C. dated December 9, 2011 (incorporated by reference to Exhibit 10.2 of Registrant's Current Report
on Form 8-K filed on December 15, 2011).


   


10.15
 


Fourth Amendment to the Office Lease Agreement by and between the Registrant and EOP- Peninsula Office
Park, L.L.C. dated February 1, 2013 (incorporated by reference to Exhibit 10.1 of Registrant's Current Report on
Form 8-K filed on February 5, 2013).


  


10.16
 


Distribution Agreement by and between the Registrant and NetSuite KK dated March 8, 2006 (incorporated by
reference to Exhibit 10.14 of Registrant's Form S-1 Registration No. 333-144257).


  


10.17
 


Software License Agreement by and between the Registrant and Oracle USA, Inc. dated May 11, 2007
(incorporated by reference to Exhibit 10.19 of Registrant's Form S-1 Registration No. 333-144257).


  


10.18+


 


Severance and Change of Control Agreement by and between the Registrant and Zachary Nelson effective
December 24, 2008. (incorporated by reference to Exhibit 10.18 of Registrant's Annual Report on Form 10-K
filed on March 13, 2009)


  


10.19+


 


Severance and Change of Control Agreement by and between the Registrant and Evan M. Goldberg effective
December 24, 2008. (incorporated by reference to Exhibit 10.19 of Registrant's Annual Report on Form 10-K
filed on March 13, 2009)
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10.20+


 


Severance and Change of Control Agreement by and between the Registrant and James McGeever effective
December 24, 2008. (incorporated by reference to Exhibit 10.20 of Registrant's Annual Report on Form 10-K
filed on March 13, 2009)


  


10.21+


 


Severance and Change of Control Agreement by and between the Registrant and Timothy Dilley effective
December 24, 2008. (incorporated by reference to Exhibit 10.21 of Registrant's Annual Report on Form 10-K
filed on March 13, 2009).


  


10.22+


 


Severance and Change of Control Agreement by and between the Registrant and Douglas P. Solomon effective
December 24, 2008. (incorporated by reference to Exhibit 10.23 of Registrant's Annual Report on Form 10-K
filed on March 13, 2009)


  


10.23+


 


Severance and Change of Control Agreement by and between Marc Huffman and Registrant effective May 1,
2014 (incorporated by reference to Exhibit 10.2 of Registrant's Quarterly Report on Form 10-Q filed on May 6,
2014).


  


10.24


 


Ordering Document by and between the Registrant and Oracle USA, Inc. dated October 31, 2007 and as
amended (incorporated by reference to Exhibit 10.21 of Registrant's Annual Report on Form 10-K filed on March
3, 2011).


  


10.25
 


Ordering Document by and between the Registrant and Oracle America, Inc. dated May 10, 2011 (incorporated
by reference to Exhibit 10.1 of Registrant's Current Report on Form 8-K filed on May 13, 2011).


   


10.26


 


Amendment Three to the Ordering Document between the Registrant and Oracle America, Inc. dated February
28, 2013 (incorporated by reference to Exhibit 10.1 of Registrant's Current Report on Form 8-K filed on March 6,
2013).


   


10.27


 


Amended and Restated Master Services Agreement between the Registrant and SAVVIS Communications
Corporation dated May 14, 2010 thereunder (incorporated by reference to Exhibit 10.1 of Registrant's Form 8-K
filed on May 21, 2010).


  


21.1  Subsidiaries of the Registrant.
  
23.1  Consent of KPMG LLP, Independent Registered Public Accounting Firm.
  


31.1  Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act.
   


31.2  Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act.
   


32.1
 


Certification of the Chief Executive Officer and the Chief Financial Officer pursuant to Section 906 of the
Sarbanes-Oxley Act.


   


101.INS**  XBRL Instance Document


   


101.SCH**  XBRL Taxonomy Extension Schema Document
   


101.CAL**  XBRL Taxonomy Extension Calculation Linkbase Document
   


101.DEF**  XBRL Taxonomy Extension Definition Linkbase Document
   







101.LAB**  XBRL Taxonomy Extension Label Linkbase Document
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101.PRE**  XBRL Taxonomy Extension Presentation Linkbase Document
   


 ** The information in these XBRL documents is unaudited.
 
 


The certification attached as Exhibit 32.1 that accompanies this Annual Report on Form 10-K is not deemed filed with the Securities and Exchange
Commission and is not to be incorporated by reference into any filing of NetSuite Inc. under the Securities Act of 1933 or the Securities Exchange Act of
1934, whether made before or after the date of this Annual Report on Form 10-K, irrespective of any general incorporation language contained in such filing.
 


+ Indicates management contract or compensatory plan or arrangement.
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Exhibit 21.1


SUBSIDIARIES OF THE REGISTRANT
 


   


Subsidiary name  Jurisdiction of incorporation / formation
  


LightCMS LLC  Oklahoma
Neptune International Holdings LLC  Delaware
NetSuite Australia Pty. Ltd.  Australia
NetSuite Canada Inc.  Canada
NetSuite Canada Development, Inc.  Canada
NetSuite Czech Republic s.r.o  Czech Republic
NetSuite Hong Kong Limited  Hong Kong
NetSuite K.K.  Japan
NetSuite Netherlands B.V.  Netherlands
NetSuite (Philippines) Inc.  Philippines
NetSuite Software (Asia Pacific) Pte. Ltd.  Singapore
NetSuite Spain, S.L.  Spain
NetSuite UK Limited  United Kingdom
Order Motion, Inc.  Delaware
OrderMotion, Inc.  New York
Raferil S.A.  Uruguay
SavinWest S.A.  Uruguay
Venda, Inc.  Delaware
Venda Limited  United Kingdom
Venda Software Development Limited  Thailand
`







Exhibit 23.1


Consent of Independent Registered Public Accounting Firm


The Board of Directors
NetSuite Inc.:


We consent to the incorporation by reference in the registration statements (Nos. 333-193964, 333-186972, 333-179467, 333-172245, 333-164864, 333-
157307, 333-153039, and 333-148290) on Form S-8 of NetSuite Inc. of our report dated March 2, 2015, with respect to the consolidated balance sheets of
NetSuite Inc. and subsidiaries as of December 31, 2014 and 2013, and the related consolidated statements of comprehensive loss, total equity, and cash flows
for each of the years in the three-year period ended December 31, 2014, the related financial statement schedule, and the effectiveness of internal control over
financial reporting as of December 31, 2014, which report appears in the December 31, 2014 Annual Report on Form 10-K of NetSuite Inc.


/s/KPMG LLP


Santa Clara, California
March 2, 2015







Exhibit 31.1


CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934,


AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002


I, Zachary Nelson, certify that:


1. I have reviewed this Annual Report on Form 10-K of NetSuite Inc.;


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:


a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;


b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;


c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and


d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and


5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):


a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and


b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.


 


Date: March 2, 2015 By: /s/ Zachary Nelson
   Zachary Nelson
   President and Chief Executive Officer
   (Principal Executive Officer)







Exhibit 31.2


CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934,


AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002


I, Ronald Gill, certify that:


1. I have reviewed this Annual Report on Form 10-K of NetSuite Inc.;


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:


a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;


b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;


c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and


d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and


5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):


a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and


b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.


 


Date: March 2, 2015 By: /s/ Ronald Gill
   Ronald Gill
   Chief Financial Officer
   (Principal Financial Officer)







Exhibit 32.1


CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO


18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO


SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


In connection with the Annual Report on Form 10-K of NetSuite Inc. for the year ended December 31, 2014, as filed with the Securities and Exchange
Commission on the date hereof (the "Report"), Zachary Nelson, as Chief Executive Officer of NetSuite Inc., hereby certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge, the Report fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and the information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of NetSuite Inc.
 


Date: March 2, 2015 By: /s/ Zachary Nelson
   Zachary Nelson
   President and Chief Executive Officer
   (Principal Executive Officer)


In connection with the Annual Report on Form 10-K of NetSuite Inc. for the year ended December 31, 2014, as filed with the Securities and Exchange
Commission on the date hereof (the "Report"), Ronald Gill, as Chief Financial Officer of NetSuite Inc., hereby certifies, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge, the Report fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and the information contained in the Report fairly presents, in all material respects, the
financial condition and results of operations of NetSuite Inc.
 


Date: March 2, 2015 By: /s/ Ronald Gill
   Ronald Gill
   Chief Financial Officer
   (Principal Financial Officer)
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5.03  ORGANIZATION EMPLOYEES: 

5.03.1  Identify the total number of employees in the organization(s) responding to this RFP. 

As of December 31, 2014, we had 3,357 employees. We also engage a number of independent 
contractors and consultants.  

5.03.1  Identify the number of employees in the organization(s) by the following breakdown: 

A) Management 

B) Administration 

C) Marketing 

D) Sales 

E) Support 

F) Training 

G) Installation 

H) Research and Development 

I) Developers /Programmers 

J) Other 

As of December 31, 2014, we had 3,357 employees including 985 employees in sales and marketing, 
1,217 employees in operations, professional services, training and customer support, 835 employees in 
product development, and 320 employees in a general and administrative capacity.  

We also engage a number of independent contractors and consultants.  

5.04  User Base: 

5.04.1  Identify the total number of nonprofit clients served by the organization(s) responding to 
this RFP.  If applicable, identify software developer and implementer(s) separately. 

NetSuite has more than 24,000 high-growth and midsized companies and divisions of large enterprises 
that use NetSuite. Our integrated suite is used by more than 400 small, medium, and large nonprofits. 

5.04.2  Identify how many of the installations are similar in nature to the requirements of APHL, 
including, but not limited to, recipients of grants with project terms that are different from 
the organization’s fiscal year and international subsidiaries. 

NetSuite uses a proven methodology based on best practices gleaned from vast experience in deploying 
the NetSuite solution to our customers. Called NetSuite One, this formal methodology is a phased 
approach. The methods deployed are those that have most greatly benefited thousands of customers in 
their implementations.  

NetSuite One is composed of activities logically grouped into seven distinct stages, which support the 
long-term success of the NetSuite deployment, making it easier to provide management and control 
during the lifecycle of a project.  

Not all projects, or professional service engagements, will always use all stages and complete all the 
activities outlined in this methodology. This staged approach has been designed to be flexible enough to 
allow specific requirements to be properly addressed and for methods and techniques to be selected and 
implemented as needed.  

Our largest implementation to date for one company consisted of 46 countries with over 10,000 
employees working across all offices. 
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5.04.3  Provide a list of five users that are most similar to APHL. 

As a matter of company policy and out of respect to our clients, NetSuite does not typically disclose 
specific customers until we have been designated as one of the finalists in a prospects evaluation. Should 
NetSuite be selected as a finalist in your process we will be happy to provide you with references that are 
tailored to your needs. In the meantime, feel free to view a number of our successful customers by visiting 
http://www.netsuite.com/portal/customer-testimonials.shtml#nonprofit. 

More than 400 small, medium, and large nonprofits use NetSuite for various business needs through our 
integrated suite of financial management, CRM, and ecommerce applications (note some of our nonprofit 
usage case studies: http://www.netsuite.com/portal/customers/non-profit.shtml.) 

5.04.4  Identify the most recent installation. 

This information can be discussed and disclosed at a later stage in APHL’s evaluation process should 
NetSuite be selected to move forward in this process.  In general, NetSuite averages dozens of 
installations per month.   

5.04.5  Identify the number of NEW clients added in the last 18 months.  

Information on client specifics can be discussed and disclosed at a later stage in APHL’s evaluation 
process should NetSuite be selected to move forward in this process.  Since our inception, NetSuite’s 
customer base has shown significant gains year over year. Most recently, NetSuite’s customer base 
increased from 16,000+ in 2013, to 24,000+ in 2014. 

5.05 User Group: 

5.05.1  Identify if the (each) organization has a formal users group and, if so, who directs the 
group. 

NetSuite Local User Groups serve as an opportunity for NetSuite customers and partners to network, 
learn the latest tips and techniques, and share advice on implementing, deploying and maintaining 
NetSuite technology. NetSuite provides support for customers interested in meeting with other NetSuite 
users in their area to help all group members make the most of their NetSuite solutions. 

These groups are independent associations and not affiliated with NetSuite, Inc. If you are interested in 
joining one of the local groups, please visit their site for more information on meetings, locations and 
membership. 

We currently have User Groups in the following areas: 

 Denver (Rocky Mountain) 

 Minneapolis 

 Montreal 

 Seattle 

 Portland 

 Boston 

 New York Metro  

 Australia/New Zealand (This group is facilitated via LinkedIn, and sessions/presentations are held in 
the Sydney office twice a year, after each major upgrade.) 

Additionally, NetSuite has created a set of strategic customer advisory boards around each of their 
targeted verticals. These customer advisory boards are by invitation only and represent the most strategic 
customers in each vertical. Members serve on these boards for two years providing executive-level 
insight to NetSuite about their business and how NetSuite should move its solution forward to best aid 
their business. The Advisory Board meets annually with quarterly updates. 

http://www.netsuite.com/portal/customer-testimonials.shtml#nonprofit
http://www.netsuite.com/portal/customers/non-profit.shtml


 

©
 NetSuite Inc. 2015 Page | 25 

SuiteWorld is our largest user conference designed specifically for NetSuite customers, partners and 
developers, bringing together the full strength of the NetSuite Nation ecosystem to learn and explore, 
network face to face, and to shape the next evolution of cloud computing services. SuiteWorld 2014 drew 
about 6,000 attendees to San Jose. 

5.05.2  Identify if the users group is local or national. 

Please see 5.05.1 above. 

5.05.3  Identify how frequently meetings are conducted and the location. 

Please see 5.05.1 above. 

5.05.4  Identify if a fee is required for user group participation. 

Please see 5.05.1 above. 
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Section 6: Cost Summary  

6.01 OVERVIEW: 

6.02 INITIAL COSTS: 

6.02.1 Software:  Vendors must provide pricing by module or as a complete solution to satisfy 
the requirements outlined in this RFP.   

If the software being proposed is not licensed directly through the vendor or one of its 
affiliate organizations, vendors must provide information regarding ownership of source 
code, licensing information, cost of updates/upgrades from the software developer and/or 
your organization, interface/integration approach and level, etc. 

NetSuite Software Costs - $68,411 Annual Recurring 

Partner Software Costs - $13,080 Annual Recurring 

All software being proposed will be licensed directly through the vendor.   

6.02.2 Custom Programming (If Applicable) 

Not applicable at this time.  Following a detailed scoping call with our professional services 
division NetSuite will be able to determine if custom programming of any kind will be required. 

6.02.3 Database(s): If the software requires a database that is licensed separate from the 
application system, vendors must provide the costs and method of pricing associated with 
these licenses. 

 Not applicable. 

6.02.4 Interfaces/Integration 

Not applicable at this time.  Following a detailed scoping call with our professional services 
division NetSuite will be able to determine if any custom integrations will need to be developed 
and can provide pricing for these services at that time.   

6.02.5 Training 

See Section 6.02.7 

NetSuite includes end-user training as part of their implementation and the fees associated with 
this training are included in the fixed costs for implementation.  Fixed costs for implementation 
can be provided following a detailed scoping call with our professional services division.  Fees 
specific to training will be broken out as part of this SOW.   

Further, client will be able to purchase additional training or ongoing training at any time.  Fees for 
these classes vary according to the class.  Class fees and information can be found here - 
http://www.netsuite.com/portal/services/training/catalog.shtml 

6.02.6 Data Conversion 

See Section 6.02.7 

NetSuite includes data conversion as part of their implementation and the fees associated with 
data conversion can be determined following a detailed scoping call with our professional 
services division.   

  

http://www.netsuite.com/portal/services/training/catalog.shtml
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6.02.7 Implementation/Project Management 

 Estimated NetSuite Implementation Costs - $87,500 

 Estimated Partner Implementation Costs - $4,000  

NetSuite has provided a high-level estimate of $87,500 for implementation based on the needs 
APHL has conveyed in the RFP.  This fee is expected to encompass training and data conversion 
as well as project management and all other implementation tasks.  NetSuite will be able to 
provide a specific statement of work and a fixed fee for implementation following a scoping call 
with NetSuite’s professional services group. 

6.02.8 Other (Please Specify) 

 N/A 

6.03 RECURRING COSTS:   

6.03.1 Software:  Vendors must provide support pricing by module or as a complete solution to 
satisfy the requirements outlined in this Request for Proposal.   

If the software being proposed is not licensed directly through the vendor or one of its 
affiliate organizations, vendors must provide information regarding ownership of source 
code, licensing information, cost of updates/upgrades from the software developer and/or 
your organization, interface/integration approach and level, etc. 

NetSuite Software Costs - $68,411 Annual Recurring 

Partner Software Costs - $13,080 Annual Recurring 

All software being proposed will be licensed directly through the vendor.   

6.03.2 Custom Programming (If Applicable) 

 Not applicable – no recurring custom programming costs are expected 

6.03.3 Database(s):  If the software requires a database that is licensed separate from the 
application system, vendors must provide the costs and method of pricing associated with 
these licenses. 

 Not applicable – no recurring database costs are expected 

6.03.4 Interfaces/Integration 

 Not applicable – no recurring integration costs are expected 

6.03.5 Training 

Not applicable – no recurring integration costs are expected 

6.03.6 Help Desk 

Not applicable – these fees are included with the annual software fees specified above. 

6.03.7 Other (Please Specify)  

 No known other costs at this time 
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6.04 COST SUMMARY: 

In the cost summary section, vendors must summarize all of the above to identify costs for a five-
year period.  In addition, vendors must identify how costs are calculated (i.e. concurrent users, 
named users, etc.)   Vendors must also describe how any discounts would be determined and 
applied. 

 

Year 1 Year 2 Year 3 Year 4 Year 5 

Software  $57,126.00 $57,126.00 $57,126.00 $59,411.00 $61,787.00 

Support $11,285.00 $11,285.00 $11,285.00 $11,736.00 $12,205.00 

Implementation $87,500.00 

    Total $155,911.00 $68,411.00 $68,411.00 $71,147.00 $73,992.00 

Five year totals cannot be provided at this time for any partner solutions as these costs will be at the 
discretion of the partner. 

NetSuite prices users based on named users.   

Discounts have been determined based on the level of NetSuite.org grant that APHL qualifies for.  All 
discounts are pending NetSuite internal approval 

6.05 TRAVEL COSTS: 

Vendors must disclose the estimated travel costs associated with implementing the proposed 
system, and must indicate if the travel cost is included in the pricing for the proposed system or 
will be an additional expense for APHL.  If the vendor’s policy is to bill actual expenses as 
incurred, the vendor must identify the number of trips and the number of staff associated with 
each phase of the installation/implementation process. 

$7,000 – for initial NetSuite onsite visit to APHL for 3-day discovery process. 

Travel costs are not included in the fees for implementation and would be billed separately.  NetSuite 
typically does one onsite visit at the beginning of the implementation.  This visit is typically 3 days in 
duration and has 2-3 NetSuite staff in attendance.  NetSuite bills for actual expenses incurred. Actual fees 
for travel will vary based on the number of onsite visits APHL will require.  Additional onsite visits can be 
arranged at APHL’s request.   

6.06 FINANCING OPTIONS: 

Each vendor must indicate what, if any, financing options are available through its organization 
for the purchase of the proposed software and/or implementation services. 

NetSuite does not provide financing.  
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Section 7: Proposal Signature 

NetSuite Inc. 

APHL FINANCIAL MANAGEMENT SYSTEM RFP 

Responses Prepared By: 

Name:  Anne Nagle  

 (please print or type) 

Title: Account Executive 

 (please print or type) 

Date: 05/18/2015 

 (please print or type) 

Company: NetSuite Inc. 

 (please print or type) 

Telephone #: 240.409.2224 

 (please print or type) 
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Appendix A 

Appendix A is a Microsoft Excel spreadsheet that contains a listing of specific functional 
requirements, identified by APHL, for a financial management system to be used effectively and 
efficiently across the association.  These requirements are segmented into the following 
functional areas as identified by the tabs on the individual worksheets within the MS Excel 
workbook: 

A1.0 Overall 

A21.0 General Ledger 

A23.0 Accounts Payable and Purchasing 

A17.0 Accounts Receivable 

A24.0 Cash Management 

A8.0 Contracts and Projects   

A25.0 Fixed Assets 

APHL Master 
Requirements List_Final.xlsm

 


Instructions

		Instructions																																												C - Current

		The expectation of APHL is for the vendor to provide a response to all requirements in all tabs included in this workbook.

		Column G is to be completed whenever possible for all functional requirements, Column G is blank and there is no explanation in Column H, we assume the functional requirement is not available in the proposed solution



				Tab Index				Worksheet Description				 



				A1.0				Overall

				A8.0				Contracts and Projects

				A17.0				Accounts Receivable

				A21.0				General Ledger

				A23.0				Accounts Payable and Purchasing

				A24.0				Cash Management

				A25.0 				Fixed Assets



		KEY(s) For Responses												Inventory Management (Quantities)



				S				Standard – This feature is included as part of the “base” or “standard” package						Requisition

														Purchasing (Purchase Orders)

				AM				Another Module – This feature is available through the use of another module						Receiving



				API				Associated Package/Integrated with Base System – This feature is available by implementing an associated package and is accessible “seamlessly” by the end user from the “base” package						Manufacturing (Fabrication, Welding, Finishing, Anodizing)

														Manufacturing - Assembly

				APS				Associated Package/Standalone - This feature is available by implementing an associated package and is accessible separate from the “base” package.						Manufacturing - Packaging & Shipping



				RW				Report Writer – This output requirement is satisfied through the use of the report writer since it is not part of the standard reporting package.						Invoice - Billing

														Invoice - Payment Processing

				CE				Custom Enhancement – The requested feature would require the software to be modified.  Please indicate in the COMMENT column issues related to cost for custom programming.

														Return Materials 

				NP				Not Available/Process-Procedure Implemented – This feature is not currently available. However, implementing a work-around procedure can satisfy the end result.

														Quality Assurance

				NA				Not Available  - This feature is not currently available.  This response would indicate there are no current plans to provide this feature.  If the feature is anticipated to be part of a future release, please indicate FUTURE in the COMMENTS column.

														Recording Time  (Attendance)



														General Ledger Accounts, Journal Entry Posting & Close Process

														Inventory Costing & Reporting (Standard vs. Actual)

														AP & Disbursements (Vendor Payments)

														Cash Position & Management



														Recording Assets & Calculating Depreciation

														Human Resources

														Payroll / Commissions Processing
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LEGEND

		ID #		Category

nkaplan: COLUMN B
Column B is used for assigning category and could support sorting.

It is NOT a problem if the cell for a specific requirement is blank.		Sub-Category

nkaplan: COLUMN C
Column C is used for assigning a Sub- category and could support additional sorting.

It is NOT a problem if the cell for a specific requirement is blank.		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments						C - Current				S - Show Stopper				S - Standard

		A1.1		Vendor Record		Vendor ID				Capability to establish and maintain a unique vendor ID number for each vendor		

nkaplan: COLUMN F
Column F should be updated by Client with one of the following:

(S)how Stopper
(R)equired
(D)esired
(O)ptional

The selection should represent the importance of the requirement related to accuracy, integrity, processing efficiency, etc.

Requirements that are designated as a "Show Stopper" has the potential to eliminate a vendor if this funcationality does not exist within the proposed solution.

This column will be hidden or deleted prior to sending the workbook to the vendor for responses.		

nkaplan: COLUMN G
Column G will be populated by the vendor with one of the following:

(S)tandard
(AM) Another Module within the ERP Solution
(IA) Integrated System - Third-party Software
(SA) Standalone System - Not Integrated
(RW) Report Writer
(CE) Custom Enhancement
(NP) Need Manual Procedure
(NA) Not Available

Refer to the Instructions Tab for a full description of each response		

nkaplan: COLUMN H
Column H will be provided by the vendor.

This is intended for the vendor to specifically disclose which modules or "bolt ons" are needed to satisfy the requirememt.

This information will assist Client with the evaluation process
		

nkaplan: COLUMN I
Column I will be updated by Client during the requirements review process
if the requirement needs clarification, needs additional information, cross reference to another worksheet, deletion, etc.

At the end of the requirements definition process and prior to distributing to vendor(s) - the Title of this column will change to "Vendor Comments".  This will give vendors the opportunity to provide additional information related to their response(s)						A - Anticipated				R - Required				AM - Another Module

																								N - Not Needed				D - Desired				API - Integrated App

																												O - Optional				APS - Standalone App

																																RW - Report Writer

																																CE - Custom Enhancement

																																NP - Need Procedure

																																NA - Not Available













		A8.14

		A8.15

		A8.16

		A8.17

		A8.18

		A8.19

		A8.20

		A8.21

		A8.22

		A8.23

		A8.24

		A8.25

		A8.26

		A8.27

		A8.28

		A8.29

		A8.30
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A1.0 Overall

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A1.1		Multiple Companies		C - Current		Capability to support multiple companies within a single database		S - Show Stopper		S - Standard		OneWorld

		A1.2		Multiple Companies		C - Current		Capability to access multiple companies simultaneously without logging off of the current company and logging into another company.		S - Show Stopper		S - Standard		OneWorld

		A1.3		Navigation		A - Anticipated		Capability to have more than one company open concurrently at one workstation		R - Required		S - Standard		OneWorld

		A1.4		Navigation		A - Anticipated		Foreign user can only see their subsidiary's information. 		R - Required		S - Standard		OneWorld

		A1.5		Navigation		C - Current		Capability to identify which fields are required or optional as part of the data collection process.		S - Show Stopper		S - Standard		NetSuite

		A1.6		Currency		A - Anticipated		Capability to support multiple currencies		S - Show Stopper		S - Standard		NetSuite

		A1.7		SAAS		A - Anticipated		Capability to utilize the system in a subscription mode (Software As A Service)		O - Optional		S - Standard		NetSuite

		A1.8		Web Delivery		A - Anticipated		Capability to access the system via the Internet with valid credentials		R - Required		S - Standard		NetSuite

		A1.9		User Profiles		C - Current		Capability to establish user profiles for new employees outlining access authorizations and restrictions.		S - Show Stopper		S - Standard		NetSuite

		A1.10		User Profiles		C - Current		Establish User Profiles that outlines access rights including:  update, read only, etc.		S - Show Stopper		S - Standard		NetSuite		 

		A1.11		User ID		A - Anticipated		Capability to require a user to enter a User ID that is used to track all activity throughout the system performed by that user. 		S - Show Stopper		S - Standard		NetSuite

		A1.12		Passwords		A - Anticipated		Password best practices are in place: Change password every # of days, use upper and lower case, use numbers, use special characters.  Also have Single Sign on capability.		R - Required		S - Standard		NetSuite

		A1.13		Reports		C - Current		Capability to generate security & access reports. 		R - Required		S - Standard		NetSuite

		A1.14		Administration		A - Anticipated		Capability to protect application security administrator functions from general user access?		S - Show Stopper		S - Standard		NetSuite

		A1.15		Notes		A - Anticipated		Capability to attach notes to various transactions throughout the system. 		D - Desired		S - Standard		NetSuite

		A1.16		Notes		A - Anticipated		Capability to attach documents and files to transactions.  		R - Required		S - Standard		NetSuite

		A1.17		Alerts		C - Current		Critical alerts tool		S - Show Stopper		S - Standard		NetSuite

		A1.18		Dashboards		A - Anticipated		Capability to establish dashboard views specific to each user ID that include data from multiple functional areas.		R - Required		S - Standard		NetSuite

		A1.19		Reporting		A - Anticipated		Capability to generate consolidated reports with the option of consolidation determined by the user(s).		S - Show Stopper		S - Standard		NetSuite

		A1.20		Remotely		C - Current		Capability to allow users to print remotely		S - Show Stopper		S - Standard		NetSuite

		A1.21		Remotely		A - Anticipated		Ability to access system via mobile capabilities		D - Desired		S - Standard		NetSuite

		A1.24		Inquiry		A - Anticipated		Capability to drill down to source documents across entities		S - Show Stopper		S - Standard		NetSuite

		A1.25		Integration		A - Anticipated		Ability have employee and non-employee users enter expenses directly to the expense reporting module, or as a secondary solution, the ability to upload from a thrid party solution.		R - Required		S - Standard		NetSuite

		A1.26		Notifications and Workflow		A - Anticipated		Approval workflow for expense reporting		R - Required		S - Standard		NetSuite

		A1.27		Notifications and Workflow		A - Anticipated		Ability to have automatic notifications for approvals and workflows		R - Required		S - Standard		NetSuite
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A21.0 General Ledger

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A21.1		Account Number		C - Current		Allow adding, changing, or inactivate/deleting (if no records in the account) general ledger accounts at any time, and generate an audit trail of all changes 		R - Required		S - Standard		NetSuite

		A21.2		Account Number		C - Current		Be able to support an account number structure that allows for tracking departments, divisions, locations, projects, etc. 		S - Show Stopper		S - Standard		NetSuite

		A21.3		Allocations		A - Anticipated		Establish and maintain an allocation table to allocate income and expenses. 		R - Required		S - Standard		NetSuite

		A21.4		Allocations		A - Anticipated		Capability to handle advanced allocation functionality		R - Required		S - Standard		NetSuite

		A21.5		Allocations		A - Anticipated		Ability to allocate charges to multiple GL accounts per transaction		R - Required		S - Standard		NetSuite

		A21.6		Allocations		A - Anticipated		Ability to allocate employee benefit costs across all programs worked on during the period.		R - Required		S - Standard		NetSuite

		A21.7		Allocations		A - Anticipated		Ability to allocate employee/employer expenses across programs based on employee hours worked.		R - Required		S - Standard		NetSuite

		A21.8		Allocations		A - Anticipated		Ability to allocate wire fees across all programs being paid by the wire transaction.		D - Desired		S - Standard		NetSuite

		A21.9		Allocations		A - Anticipated		Ability to have an advanced allocation that would allow for a specific percentage of salaries and benefits to be applied to programs for overhead.		R - Required		S - Standard		NetSuite

		A21.10		Allocations		A - Anticipated		Ability to automate the JE for Revenue and Grants Receivable by using the total program expenses. 		R - Required		API - Integrated App		Pyango - Grants Management

		A21.11

		A21.12		Budget		C - Current		Capability to upload edited budget information from excel spreadsheet to the budget module without manual entry.		R - Required		S - Standard		NetSuite

		A21.13		Budget		C - Current		Capability to have multiple budgets		S - Show Stopper		S - Standard		NetSuite

		A21.14		Budget		A - Anticipated		Budgeting system that encompasses all of the fields needed for reporting (e.g. account number, project, subaccount, and company). Can summarize the budget for a grant across companies.  Can summarize all unrestricted budgets.		R - Required		S - Standard		NetSuite

		A21.15		Budget		A - Anticipated		Budget template that would allow us to enter multiple budgets for multiple programs for import.		R - Required		S - Standard		NetSuite

		A21.16		Budget		C - Current		System would allow the option for entering annual and monthly budgets for applicable program numbers.		S - Show Stopper		S - Standard		NetSuite

		A21.17		Budget		A - Anticipated		Fully integrated budgeting system with general ledger, projects, project management, revenue contracts (or cost accounting), time allocation. 		R - Required		S - Standard		NetSuite

		A21.18		Budget		A - Anticipated		A budget to actual dashboard will be available with options to view monthly and year-to-date.		R - Required		S - Standard		NetSuite

		A21.19		Budget		A - Anticipated		Can select option to allocate the yearly budget to each month equally.		D - Desired		S - Standard		NetSuite

		A21.20		Budget		A - Anticipated		Ability to budget at multiple levels with roll-up capabilities (i.e. Roll-up to country , project and sub projects) 		R - Required		S - Standard		NetSuite

		A21.21		Consolidations		A - Anticipated		Ability to consolidate even if using a different chart of accounts.		S - Show Stopper		S - Standard		NetSuite

		A21.28		Financial Statements		A - Anticipated		Allow APHL to define custom financial reports.		R - Required		S - Standard		NetSuite

		A21.29		Financial Statements		C - Current		Generate financial statements with MTD and YTD balances compared to previous periods.		R - Required		S - Standard		NetSuite

		A21.30		Financial Statements		A - Anticipated		Generate financial statements with the Capability to do a 12-month comparison.		R - Required		S - Standard		NetSuite

		A21.31		Financial Statements		A - Anticipated		Generate financial statements for current period or prior year end even if prior period is not closed.		R - Required		S - Standard		NetSuite

		A21.32		Financial Statements		C - Current		Generate combined financial statements		S - Show Stopper		S - Standard		NetSuite

		A21.33		Financial Statements		C - Current		Generate reports by individual company based on company number or profit center/program number that is maintained within the software		S - Show Stopper		S - Standard		NetSuite

		A21.34		Financial Statements		C - Current		Generate financial statements identifying the variance amount of MTD and YTD balances to budget.		S - Show Stopper		S - Standard		NetSuite

		A21.35		Financial Statements		C - Current		Generate financial statement identifying the variance amount of MTD and YTD amount comparing current year to previous year.		S - Show Stopper		S - Standard		NetSuite

		A21.36		Financial Statements		C - Current		Generate a comparative income statement and balance sheet at profit center, company, sub and consolidated level.		S - Show Stopper		S - Standard		NetSuite

		A21.37		Financial Statements		C - Current		·       Including: Month-to Date actual (current yr. vs. previous yr.).		S - Show Stopper		S - Standard		NetSuite

		A21.38		Financial Statements		C - Current		·       Including: Year-to-Date actual (current year vs. previous year).		S - Show Stopper		S - Standard		NetSuite

		A21.39		Financial Statements		C - Current		·       Including Month-to-Date actual vs. budget amounts.		S - Show Stopper		S - Standard		NetSuite

		A21.40		Financial Statements		C - Current		·       Including Year-to-Date actual vs. budget amounts		S - Show Stopper		S - Standard		NetSuite

		A21.41		Financial Statements		C - Current		Generate financial statements based on various levels of detail with the option to include roll up items.		S - Show Stopper		S - Standard		NetSuite

		A21.42		G/L Architecture		C - Current		Capability to establish more than one company within the software allowing separate companies to be within a single database.   		R - Required		S - Standard		NetSuite OneWorld

		A21.43		G/L Architecture		C - Current		Capability to set-up multiple companies with independent G/L structures		S - Show Stopper		S - Standard		NetSuite OneWorld

		A21.44		G/L Architecture		C - Current		Establish and maintain user defined fields in general ledger master file.		R - Required		S - Standard		NetSuite

		A21.45		History		C - Current		Maintain general ledger transaction history for a user-defined period of time.		S - Show Stopper		S - Standard		NetSuite

		A21.70		Inquiry		A - Anticipated		Capability to view multiple fiscal years of G/L data without the system requiring the previous year to be closed out		R - Required		S - Standard		NetSuite

		A21.46		Integration		C - Current		Allow downloading of financial statement information to spreadsheets for further analysis. 		S - Show Stopper		S - Standard		NetSuite

		A21.47		Integration		A - Anticipated		Ability to upload coded credit card transactions from a third party provided file.		D - Desired		S - Standard		NetSuite

		A21.48		Integration		C - Current		Ability to upload daily transaction batches into journal entry.		R - Required		S - Standard		NetSuite

		A21.49		Interfaces		C - Current		Capability to upload Excel		R - Required		S - Standard		NetSuite 

		A21.50		Journal Entries		A - Anticipated		Capability to support an automated workflow for review and approval of journal entries prior to posting		R - Required		S - Standard		NetSuite 

		A21.51		Journal Entries		A - Anticipated		Capability to drill down to the specific source transaction that is generating the journal entry		S - Show Stopper		S - Standard		NetSuite 

		A21.52		Journal Entries		A - Anticipated		Capability to automatically create journal entries from an Excel spreadsheet without manual re-keying the data		R - Required		S - Standard		NetSuite

		A21.53		Multi-currency		A - Anticipated		Multi-Currency capability		S - Show Stopper		S - Standard		NetSuite 

		A21.54		Multi-currency		A - Anticipated		Ability to link with currency translation service (Oanda or other)		R - Required		API - Integrated App		NetSuite

		A21.55		Multi-currency		A - Anticipated		Ability to automatically record the gain/loss of the currency transactions. 		R - Required		S - Standard		NetSuite

		A21.56		Notifications		A - Anticipated		Automated alerts based on account activity (i.e. AP transaction posted to a certain account)		R - Required		S - Standard		NetSuite

		A21.57		Recurring Entries		C - Current		Establish recurring entries to be posted each month. 		R - Required		S - Standard		NetSuite

		A21.58		Reports		C - Current		Capability to view reports on-line prior to generating a hard-copy report 		R - Required		S - Standard		NetSuite

		A21.22		Reports		A - Anticipated		Capability to automatically distribute reports to specific individuals based on a distribution table or profile		D - Desired		S - Standard		NetSuite

		A21.23		Reports		A - Anticipated		Report that would provide beginning balance, ending balance and debits and credits for specified accounts.		R - Required		S - Standard		NetSuite

		A21.24

		A21.25		Reports		A - Anticipated		Ability to build custom reports.		R - Required		S - Standard		NetSuite 

		A21.26		Reports		A - Anticipated		Ability to include pending transactions in reports (i.e. purchase req's or AP transactions not posted.		D - Desired		S - Standard		NetSuite

		A21.27		Reports		A - Anticipated		Capability to generate reports that use non-financial information.		R - Required		S - Standard		NetSuite

		A21.59		Reports 		C - Current		Perform consolidation reporting for multiple companies or profit centers.		S - Show Stopper		S - Standard		NetSuite

		A21.60		Reports 		C - Current		Generate the general ledger report in detail or summary by company		S - Show Stopper		S - Standard		NetSuite

		A21.61		Reports 		C - Current		Generate a monthly general ledger transaction report for all account numbers with the option to select by individual account number.		R - Required		S - Standard		NetSuite

		A21.62		Reports 		A - Anticipated		Capability to create comparative analysis reports using financial data 		R - Required		S - Standard		NetSuite

		A21.63		Reports 		A - Anticipated		Generate reports based on trends over a user-defined period of time		R - Required		S - Standard		NetSuite 

		A21.64		Security Architecture		C - Current		Capability to limit who is authorized to establish new general ledger records		S - Show Stopper		S - Standard		NetSuite 

		A21.65		Security Architecture		A - Anticipated		Capability to restrict departments/users ability to view G/L by account number		R - Required		S - Standard		NetSuite 

		A21.66		Security Architecture		C - Current		Capability to limit who is authorized to update/change an established general ledger record		S - Show Stopper		S - Standard		NetSuite 

		A21.67		System Architecture		C - Current		Capability for system to operate based on Generally Accepted Accounting Principles (GAAP)		S - Show Stopper		S - Standard		NetSuite 

		A21.68		Workflow		A - Anticipated		Automated approval process for Credit Card transactions		D - Desired		S - Standard		NetSuite 

		A21.69		Multi Company		C - Current		Automation the due to / due from entries between companies		R - Required		S - Standard		NetSuite

		A21.71		Reports		C - Current		Departmental reports to show obligations.		R - Required		S - Standard		NetSuite

		A21.72		Reports		A - Anticipated		Ability to have reports span fiscal years.  Need a trial balance by project over multiple years for the period selected.		S - Show Stopper		S - Standard		NetSuite

		A21.73		Audit		C - Current		Generate an transactional audit trail of all general ledger entries including operator originating the entry.		S - Show Stopper		S - Standard		NetSuite

		A21.74		Audit		A - Anticipated		Generate an activity/user audit trail of all general ledger entries including operator originating the entry.		R - Required		S - Standard		NetSuite
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A23.0 Accounts Payable and Purc

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A23.1		Purchase Orders		A - Anticipated		Capability to support an integrated purchase order system with the accounts payable system to eliminate the need for redundant data entry		R - Required		S - Standard		NetSuite

		A23.2		Invoice Processing		C - Current		Capability to flag invoices as hold for payment		R - Required		S - Standard		NetSuite		 

		A23.3		Security Architecture		C - Current		Capability to limit who is authorized to establish new vendor records		S - Show Stopper		S - Standard		NetSuite

		A23.4		Security Architecture		C - Current		Capability to limit who is authorized to update/change an established vendor record.		S - Show Stopper		S - Standard		NetSuite

		A23.5		Vendor ID		C - Current		Capability to establish the status of a particular vendor including:  Active, Inactive, Temporary, Hold, etc.		R - Required		S - Standard		NetSuite

		A23.6		Invoice Processing		C - Current		Maintain "default" general ledger account number distribution		R - Required		S - Standard		NetSuite

		A23.7		Invoice Processing		A - Anticipated		Capability to require approval on the system prior to invoices being submitted for payment.		R - Required		S - Standard		NetSuite

		A23.8		Invoice Processing		A - Anticipated		Capability to scan the actual invoice and distribute to the appropriate individuals by email for review and approval.		R - Required		S - Standard		NetSuite

		A23.9		Invoice Processing		A - Anticipated		Capability to scan documents and email the document to one or multiple individuals based on predefined criteria.		R - Required		S - Standard		NetSuite

		A23.10		Payment Processing		C - Current		Capability to support multiple payment methods including:
� Check
� ACH
� Wire payments		S - Show Stopper		S - Standard		NetSuite

		A23.11		Payment Processing		A - Anticipated		Capability to require approval of payments within the system prior to processing payments		R - Required		S - Standard		NetSuite

		A23.12		Payment Processing		C - Current		Capability to support the processing of AP checks from multiple checking accounts.		R - Required		S - Standard		NetSuite

		A23.13		Payment Processing		C - Current		Capability to instantly print individual checks		R - Required		S - Standard		NetSuite

		A23.14		Payment Processing		C - Current		Capability to pay vendors electronically via ACH and track the payment within the A/P history. 		R - Required		S - Standard		NetSuite

		A23.15		Payment Processing		C - Current		Capability to pay a vendor "manually", through wire, or loan draw and track the payment through the system.		R - Required		S - Standard		NetSuite

		A23.16		Reconciliation 		C - Current		Capability to support "positive pay" with the bank designated by APHL		R - Required		S - Standard		NetSuite

		A23.17		Payment Processing		C - Current		Ability to utilize blank check stock		R - Required		API - Integrated App		Partner

		A23.18		Employee Expense(s)		A - Anticipated		Capability to support employee expense reimbursement through an automated process including the support of ACH payments		R - Required		S - Standard		NetSuite

		A23.19		Search Options		A - Anticipated		Allow remote locations to search the status of an invoice without the ability to update or change information.		R - Required		S - Standard		NetSuite - ERP AP

		A23.20		Reports		C - Current		Generate an "aged" accounts payable report.		S - Show Stopper		S - Standard		NetSuite - ERP AP

		A23.21		Reports		C - Current		Generate a report of transaction activity by vendor, including any outstanding invoices and or payments that were processed including general ledger numbers and company number.		R - Required		S - Standard		NetSuite

		A23.22		Reports		C - Current		Generate a monthly cash disbursements journal 		S - Show Stopper		S - Standard		NetSuite

		A23.23		Reports		C - Current		Generate a report of outstanding transactions for a period of time defined by the user.		R - Required		S - Standard		NetSuite

		A23.24		Reports		C - Current		Generate an accounts payable report by general ledger account number, program, funder, etc.		R - Required		S - Standard		NetSuite

		A23.25		Reports 		C - Current		Generate an outstanding activity report by vendor and be able to select, by a specific date range, the transactions to be displayed or printed.		S - Show Stopper		S - Standard		NetSuite

		A23.26		Reports		C - Current		Generate a report of all open accounts payable items, by vendor  based on user-defined frequency.		R - Required		S - Standard		NetSuite		 

		A23.27		Reports		C - Current		Generate a report of all checks issued by check number for a user-defined period of time.		S - Show Stopper		S - Standard		NetSuite

		A23.28

		A23.29		1099s		C - Current		Capability to designate vendor as 1099 handling at the time of setup.		S - Show Stopper		S - Standard		NetSuite

		A23.30		1099		A - Anticipated		Capability to prompt what type of 1099 the vendor is, Capability to set-up at vendor set-up level		R - Required		S - Standard		NetSuite

		A23.31		1099s		A - Anticipated		Capability to designate vendor as 1099 handling during the middle of a year and have any previous entries automatically reset the 1099 amount.		R - Required		S - Standard		NetSuite

		A23.32		1099s		C - Current		Generate 1099's at the end year for all applicable payees.		S - Show Stopper		S - Standard		NetSuite

		A23.33

		A23.34		Payment Processing		C - Current		System maintained sequential check numbers		S - Show Stopper		S - Standard		NetSuite

		A23.35		Payment Processing		A - Anticipated		Before the check batch is posted to the system a pop up box should appear asking for confirmation of the period the AP Processor is posting to.  Need to maintain the approval/review process prior to posting.		R - Required		S - Standard		NetSuite

		A23.36		Payment Processing		C - Current		Auto signatures should generate for payments less than 1,000 (up to 999.99), and blank signature lines for payments equal to or more than 1000.  		R - Required		S - Standard		NetSuite

		A23.37		Workflow		C - Current		Approval workflow allowing for proper segregation of duties		R - Required		S - Standard		NetSuite

		A23.38		Payment Processing		A - Anticipated		Ability to enter invoices, report and process payments in multiple currencies		S - Show Stopper		S - Standard		NetSuite

		A23.39		Workflow		A - Anticipated		Ability to have automated approvals with a minimum of 4 levels available		R - Required		S - Standard		NetSuite

		A23.40

		A23.41		1099s		A - Anticipated		A date field for W-9 signed dates, a system warning/reminder for 5 year expiration.		D - Desired		S - Standard		NetSuite

		A23.42		Vendor File		C - Current		Ability to have a shared vendor file between the companies		R - Required		S - Standard		NetSuite

		A23.43		Expense Reimbursement		A - Anticipated		Ability to have automated expense reporting to include approval workflow		R - Required		S - Standard		NetSuite

		A23.44		Integration		A - Anticipated		Ability to have staff upload/enter invoices and wire requests into the accounting system.		R - Required		S - Standard		NetSuite

		A23.45		Reports		A - Anticipated		Ability to run aging report with various options, including by bank account, by company, by location, by payment type.  		R - Required		S - Standard		NetSuite

		A23.46		Payment Processing		C - Current		The AP Processor prints the checks by bank account.  		R - Required		S - Standard		NetSuite

		A23.47		Expense Reimbursement		A - Anticipated		AP could download a file for processed employee expense reimbursement to include ACH capabilities, or uploaded to ADP and processes through payroll Direct Deposit. 		D - Desired		API - Integrated App		NetSuite

		A23.48		Payment Processing		A - Anticipated		Ability to change currency prior to the check printing process		S - Show Stopper		S - Standard		NetSuite

		A23.49		1099's		A - Anticipated		The vendor’s W-9s that were uploaded to the system when the vendor ID was created should be accessible in the 1099 module. Include a date field for when the 1099 was signed.		R - Required		S - Standard		NetSuite

		A23.50		1099's		A - Anticipated		Ability to set up account codes as “1099 Accounts”. So that the system can point to them for possible 1099 vendors, and have them show in the 1099 screen as such.  Set up an alert to notify to check for 1099 info.		R - Required		S - Standard		NetSuite

		A23.51		1099's		C - Current		Ability to have more than one 1099 year open 		R - Required		S - Standard		NetSuite

		A23.52		1099's		C - Current		Ability to correct 1099 information prior to printing 1099's.		S - Show Stopper		S - Standard		NetSuite

		A23.53		1099's		C - Current		Be able to run the 1099 preview		S - Show Stopper		S - Standard		NetSuite

		A23.54		1099's		A - Anticipated		Can email a copy of the 1099 from the system if vendor did not receive the original copy. 		D - Desired		S - Standard		NetSuite

		A23.55		1099's		A - Anticipated		Can generate an electronic file for Filing Information Returns Electronically (FIRE) submission.		R - Required		S - Standard		NetSuite		 

		A23.56		Purchase Orders		A - Anticipated		Program staff will be able to enter purchase requisitions.		R - Required		S - Standard		NetSuite

		A23.57		Purchase Orders		A - Anticipated		Notification should be sent to grants team upon entry of new PO requisition.		R - Required		S - Standard		NetSuite

		A23.58		Purchase Orders		A - Anticipated		Automated workflow for approvals.		R - Required		S - Standard		NetSuite

		A23.59		Purchase Orders		A - Anticipated		Staff can have a PO dashboard to track outstanding purchase orders, or be able to run a purchase order report under their assigned program numbers.		R - Required		S - Standard		NetSuite

		A23.60		E-banking		A - Anticipated		Have a Pre-note function for ACHs, but can be overwritten/edited for rush payments		R - Required		S - Standard		NetSuite

		A23.61		E-banking		A - Anticipated		Ability to pay a single vendor through wire or ACH to multiple back accounts		D - Desired		S - Standard		NetSuite

		A23.62		E-banking		C - Current		Have a specified required field for ACH and wire: routing and account numbers for ACH; and SWIFT code and account number for wire.		R - Required		S - Standard		NetSuite

		A23.63		E-banking		A - Anticipated		Create the upload files to upload electronically to the bank. Be able to configure for the different wire/ACH formats according to each bank’s specifications.

		R - Required		S - Standard		NetSuite

		A23.64		E-banking		C - Current		Have the system link to the bank website for uploading.		R - Required		S - Standard		NetSuite

		A23.65		E-banking		C - Current		Have the ability to run test files to the bank if any changes occur with any information.    		R - Required		NP - Need Procedure		Netsuite - Electronic Payments		Netsuite generates the file to submit to your banking institution, the ability to have a test-run is obtained from your banking institution.

		A23.66		E-banking		A - Anticipated		When wire information for a vendor is entered a notification will be sent to the Senior Speciliast for review and approval.		R - Required		S - Standard		NetSuite

		A23.67		Integration		A - Anticipated		Ability to link to a service that verifies routing numbers and SWIFT codes.		D - Desired		API - Integrated App		NetSuite

		A23.68		Multi-currency		A - Anticipated		Ability to identify a default currency for vendors		R - Required		S - Standard		NetSuite		 

		A23.69		Reports		A - Anticipated		Vendor payment detail report that provides information regarding account number, program, and etc. across companies		R - Required		S - Standard		NetSuite		 

		A23.70		Invoice Processing		A - Anticipated		Duplicate transaction checking and alerts to include contracts payments.  See contracts section		R - Required		S - Standard		NetSuite
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A17.0 Accounts Receivable

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A17.1		Invoices		C - Current		Capability to generate and print physical invoices		S - Show Stopper		S - Standard		NetSuite

		A17.2		Invoices		A - Anticipated		Capability to email invoices		R - Required		S - Standard		NetSuite

		A17.3		Reports		C - Current		Capability to generate A/R aging report		S - Show Stopper		S - Standard		NetSuite

		A17.4		Security Architecture		C - Current		Capability to limit who is authorized to establish new accounts receivable record for each customer		R - Required		S - Standard		NetSuite

		A17.5		Security Architecture		A - Anticipated		Capability to limit who is authorized to update/change an established customer record.		R - Required		S - Standard		NetSuite

		A17.6		Integration		A - Anticipated		Capability to update accounts receivable system with information from other systems without manual re-entry of data (netForum, Sharepoint, etc.)		R - Required		API - Integrated App		NetSuite

		A17.7		File Maintenance		C - Current		Capability to track changes in a history log		S - Show Stopper		S - Standard		NetSuite

		A17.8		Invoices		C - Current		Capability to generate/send customer statements		S - Show Stopper		S - Standard		NetSuite

		A17.9		Payments		A - Anticipated		Capability to support the acceptance of credit card payments for invoice payment		D - Desired		S - Standard		NetSuite

		A17.10		Reports		C - Current		Capability to generate customer history reports based on multiple selection criteria		R - Required		S - Standard		NetSuite

		A17.11		Reports		A - Anticipated		Capability to preview invoices on the screen prior to printing.		R - Required		S - Standard		NetSuite

		A17.12		Reports		C - Current		Capability to generate transaction reports based on multiple selection criteria		R - Required		S - Standard		NetSuite

		A17.13		Invoices		A - Anticipated		Ability to submit invoice request with detail		R - Required		S - Standard		NetSuite

		A17.14		Invoices		A - Anticipated		Ability to attache backup to transaction in system (timesheets, etc)		R - Required		S - Standard		NetSuite

		A17.15		Invoices		A - Anticipated		Ability to void or write off transactions		R - Required		S - Standard		NetSuite

		A17.16		File Maintenance		A - Anticipated		Note section for the customer profile, and internal notes section for the AR documents regarding any special issues: payment history, email history, call back history, address changes, name changes, special terms, etc.		D - Desired		S - Standard		NetSuite

		A17.17		File Maintenance		C - Current		Ability to search for customers by multiple criteria (for example, can be able to search by outstanding balance, contact name, company name,  zip code, or company ID)		R - Required		S - Standard		NetSuite

		A17.18		File Maintenance		A - Anticipated		Ability to merge duplicated customers with the history carrying over 		R - Required		S - Standard		NetSuite

		A17.19		Dashboards		A - Anticipated		Ability to have program details show on program staff dash board. 		R - Required		S - Standard		NetSuite

		A17.20		Invoices		A - Anticipated		Ability to adjust invoices while maintaining the original invoice transaction. 		R - Required		S - Standard		NetSuite

		A17.21		Cash Receipts		A - Anticipated		Can change a cash account number in a batch before posting.  		R - Required		S - Standard		NetSuite

		A17.22		Invoices		A - Anticipated		System allows for invoicing of an advance, and recording the transaction to deferred revenue.		D - Desired		S - Standard		NetSuite

		A17.23		Invoices		A - Anticipated		Ability to preview and make edits to the invoice descriptions after posting.		R - Required		S - Standard		NetSuite

		A17.24		Workflow/Approval		A - Anticipated		Ability to have AR/Project automated workflows and approvals.		R - Required		S - Standard		NetSuite

		A17.25		Cash Receipts		A - Anticipated		Ability to post non-AR cash receipts from the cash receipts entry screen		D - Desired		S - Standard		NetSuite

		A17.26		Cash Receipts		A - Anticipated		Ability to post non-AR cash receipt and AR cash receipts in the same batch		R - Required		S - Standard		NetSuite

		A17.27		Invoices		A - Anticipated		Ability to generate revised invoices by changing the original invoice, but still keeping the history of the old invoice (e.g. invoice# 123, adjusted to invoice# 123-1) after posting.		R - Required		S - Standard		NetSuite

		A17.28		File Maintenance		A - Anticipated		Ability to show average days to pay on customer record		R - Required		S - Standard		NetSuite

		A17.29		Credit Card		A - Anticipated		If the system accepts credit cards is needs to be PCI compliant.		S - Show Stopper		S - Standard		NetSuite		 

		A17.30		File Maintenance		A - Anticipated		Ability to designate billing frequency (monthly or quarterly) .		R - Required		S - Standard		NetSuite

		A17.31		Revenue Contracts		A - Anticipated		Revenue contract maintenance should be setup with contract ending date. Billing item after the date could generate an alarm, but the end date will be able to be overwritten. 		R - Required		S - Standard		NetSuite

		A17.32		Revenue Contracts		A - Anticipated		Ability to alert if actual billing or time entry exceeds the project budget. 		R - Required		S - Standard		NetSuite

		A17.33		Revenue Contracts		A - Anticipated		When costs are entered before the contract date, a warning message is received, and the transaction is routed for additional approvals.		R - Required		S - Standard		NetSuite

		A17.34		Revenue Contracts		A - Anticipated		Ability to have multiple invoice methods (i.e. percent complete, milestone,  custom mark-ups, assigned rates, etc.).  Project accounting/Joc Costing application. 		O - Optional		S - Standard		NetSuite

		A17.35		Revenue Contracts		A - Anticipated		Ability to assign AP invoices/payments and AMEX transacations to a revenue contract project.		R - Required		S - Standard		NetSuite

		A17.36		Revenue Contracts		A - Anticipated		Ability to alert when coversheet/template is entered. 		R - Required		S - Standard		NetSuite

		A17.37		Revenue Contracts		A - Anticipated		Ability to alert when the invoice generation dates are coming up.		R - Required		S - Standard		NetSuite

		A17.38		Revenue Contracts		A - Anticipated		Ability to have approval workflow.  First review of the invoice will go to the program manager (showed on their dashboard), if they approve, notification will be sent to next approver, etc.		R - Required		S - Standard		NetSuite

		A17.39		Revenue Contracts		A - Anticipated		Ability to view transactional detail on program manager's dashboard.  A budget comparison shows on the manager's dashboard.		R - Required		S - Standard		NetSuite

				Revenue Contracts		A - Anticipated		Ability to have a reference number for each amendment related to an invoice. Also have the ability to manually assign amendment numbers.		R - Required		NP - Need Procedure				This may be done via configuration or via customization if the requirement and proedures require more workflow or automation into the process.  More detail would be required to provide a definitive response.

		A17.40		Revenue Contracts		A - Anticipated		Ability to note exceptions on the contract if over budget, etc. Note section in the budget screen for the invoice.		R - Required		S - Standard		NetSuite

		A17.41		Cash Receipts		A - Anticipated		Integration with check scanner		D - Desired		S - Standard		NetSuite

		A17.42		Projects		A - Anticipated		Ability to add project accouniting solution		R - Required		S - Standard		NetSuite

		A17.43

		A17.44
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A24.0 Cash Management

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A24.1		Integration		A - Anticipated		Capability to interface with bank		D - Desired		API - Integrated App		Partner

		A24.2		Integration		C - Current		Capability to import file of cleared checks from bank		R - Required		S - Standard		NetSuite

		A24.3		Bank Reonciliation		A - Anticipated		Capability to automate reconciliation of bank accounts		R - Required		S - Standard		NetSuite

		A24.4		Bank Reonciliation		C - Current		Capability to support receipt of cash from non-invoiced sources 		R - Required		S - Standard		NetSuite

		A24.5		Bank Reonciliation		A - Anticipated		Ability to drill down to source documents from Cash Management module		D - Desired		S - Standard		NetSuite

		A24.6		Bank Reonciliation		A - Anticipated		Ability to make corrections to previos months reconciliation and have corrections roll forward.		R - Required		S - Standard		NetSuite

		A24.7		Cash Flow Reporting		A - Anticipated		Ability to create a cash flow report utilizing data from AR and AP		D - Desired		API - Integrated App		Partner

		A24.8		Bank Reonciliation		A - Anticipated		Ability to manage multiple bank accounts in various currencies		S - Show Stopper		S - Standard		NetSuite

		A24.9		Cash Flow Reporting		A - Anticipated		Cash forecasting capabilities		D - Desired		API - Integrated App		Partner

		A24.10

		A24.11

		A24.12

		A24.13
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A8.0 Contracts and Projects

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A8.1		Contracts		A - Anticipated		Ability to have fields that are retained for Origianl Contract and Revised Contract amounts and audit trail of changes		R - Required		S - Standard		NetSuite 

		A8.2		Contracts		A - Anticipated		Duplicate transaction checking and alerts		R - Required		S - Standard		NetSuite 

		A8.3		Contracts		A - Anticipated		Ability to have customizable dashboards by user		R - Required		S - Standard		NetSuite 

		A8.4												NetSuite 

		A8.5		Contracts		C - Current		Payment history report or inquiry includes the agreement number, the date, the invoice number, and the amount.		R - Required		S - Standard		NetSuite 

		A8.6		Contracts		A - Anticipated		Ability to run the reports for previous reporting periods and not include transactions posted after the end of the period.		R - Required		S - Standard		NetSuite 

		A8.7		Contracts		A - Anticipated		Automated workflow for contract process.  		R - Required		S - Standard		NetSuite 

		A8.8		Projects		C - Current		Ability to assign projects to specific entities		R - Required		S - Standard		NetSuite 

		A8.9		Projects		A - Anticipated		Require validation of company/program		R - Required		NP - Need Procedure				Need more information as to validation rules to respond properly.

		A8.10		Projects		A - Anticipated		Ability to have approval workflow within projects		R - Required		S - Standard		NetSuite 

		A8.11		Projects		A - Anticipated		Ability to report the budget in multiple currencies.		R - Required		S - Standard		NetSuite 

		A8.13		Projects		A - Anticipated		Ability to notify staff when a new program is added either on a dashboard or via a notification. This notification should include a list of the tasks to be completed.		D - Desired		S - Standard		NetSuite 

		A8.15		Projects		A - Anticipated		Ability to enter time to projects and allocate to multiple projects		O - Optional		S - Standard		NetSuite 

		A8.16		Projects		A - Anticipated		Integrated timesheet module 		O - Optional		S - Standard		NetSuite 

		A8.17		Projects		A - Anticipated		Capability to upload edited budget information from excel spreadsheet to the budget module without manual entry.		D - Desired		S - Standard		NetSuite 

		A8.18		Contracts		A - Anticipated		Ability to generate obligation report or inquiry by user defined criteria.		R - Required		S - Standard		NetSuite 

		A8.19		Integration		A - Anticipated		Ability to have staff upload/enter payment requests.		R - Required		S - Standard		NetSuite 

		A8.20		Reports		A - Anticipated		Need project reports to span fiscal years.  Need trial balance by project numbers over multiple years for period selected.		S - Show Stopper		S - Standard		NetSuite 
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A25.0 Fixed Assets

		ID #		Category		Functional Requirement(s)						Vendor Response		System Module		Vendor Comments

		A25.1		Fixed Asset		A - Anticipated		Capability to provide an integrated FA module		R - Required		S - Standard		NetSuite Fixed Assets

		A25.2		Fixed Asset		A - Anticipated		Capability to customize depreciation methods by asset		R - Required		S - Standard		NetSuite Fixed Assets

		A25.3		Fixed Asset		A - Anticipated		Capability to limit who is authorized to update/change attributes of individual FA items.		R - Required		S - Standard		NetSuite Fixed Assets

		A25.4		Fixed Asset		A - Anticipated		Capability to establish and maintain unique FA (alpha/numeric) ID number for each piece of FA.		R - Required		S - Standard		NetSuite Fixed Assets

		A25.5		Fixed Asset		A - Anticipated		Capability to establish and maintain specific information regarding each piece of FA based on FA ID number including:		R - Required		S - Standard		NetSuite Fixed Assets

		A25.6		Fixed Asset		A - Anticipated		·      FA Description		R - Required		S - Standard		NetSuite Fixed Assets

		A25.7		Fixed Asset		A - Anticipated		·      FA Classification 		R - Required		S - Standard		NetSuite Fixed Assets

		A25.8		Fixed Asset		A - Anticipated		·      FA Type 		R - Required		S - Standard		NetSuite Fixed Assets

		A25.9		Fixed Asset		A - Anticipated		·      Operational Status (A)ctive (I)nactive		R - Required		S - Standard		NetSuite Fixed Assets

		A25.11		Fixed Asset		A - Anticipated		·      Asset Type (New/Used/Rental)		R - Required		S - Standard		NetSuite Fixed Assets

		A25.12		Fixed Asset		A - Anticipated		·      Asset Status (Open/Closed)		R - Required		S - Standard		NetSuite Fixed Assets

		A25.13		Fixed Asset		A - Anticipated		·      Acquired From (Company)		D - Desired		S - Standard		NetSuite Fixed Assets

		A25.14		Fixed Asset		A - Anticipated		·      Acquisition Date		R - Required		S - Standard		NetSuite Fixed Assets

		A25.15		Fixed Asset		A - Anticipated		·      Disposal Date		R - Required		S - Standard		NetSuite Fixed Assets

		A25.16		Fixed Asset		A - Anticipated		·      Year		R - Required		S - Standard		NetSuite Fixed Assets

		A25.17		Fixed Asset		A - Anticipated		·      Make		R - Required		S - Standard		NetSuite Fixed Assets

		A25.18		Fixed Asset		A - Anticipated		·      Model		R - Required		S - Standard		NetSuite Fixed Assets

		A25.19		Fixed Asset		A - Anticipated		·      Serial Number		R - Required		S - Standard		NetSuite Fixed Assets

		A25.20		Fixed Asset		A - Anticipated		Capability to deactivate FA including:		R - Required		S - Standard		NetSuite Fixed Assets

		A25.21		Fixed Asset		A - Anticipated		·      Date Inactivated (Sold)		R - Required		S - Standard		NetSuite Fixed Assets

		A25.22		Fixed Asset		A - Anticipated		·      Reason for Inactivation		R - Required		S - Standard		NetSuite Fixed Assets

		A25.23		Fixed Asset		A - Anticipated		Capability to track depreciation within this module rather than transferring to a fixed asset program including:		R - Required		S - Standard		NetSuite Fixed Assets

		A25.24		Fixed Asset		A - Anticipated		·      Book Amount		R - Required		S - Standard		NetSuite Fixed Assets

		A25.25		Fixed Asset		A - Anticipated		·      Tax Amount		O - Optional		S - Standard		NetSuite Fixed Assets

		A25.26		Fixed Asset		A - Anticipated		Capability to print all information for a particular FA		R - Required		S - Standard		NetSuite Fixed Assets

		A25.28		Fixed Asset		A - Anticipated		Capability to support bar coding of FA		O - Optional		S - Standard		NetSuite Fixed Assets

		A25.30		Fixed Asset		A - Anticipated		Ability to setup alerts if asset accounts are utlized in AP or GL		D - Desired		S - Standard		NetSuite Fixed Assets

		A25.31		Fixed Asset		A - Anticipated		Every fixed asset/leasehold should be editable if changes need to occur, and keep a record of the history from the changes.		R - Required		S - Standard		NetSuite Fixed Assets

		A25.32		Fixed Asset		A - Anticipated		Ability to run an automated fixed asset/leasehold process to create unposted and editable journal entry.		R - Required		S - Standard		NetSuite Fixed Assets

		A25.33		Fixed Asset		A - Anticipated		Ability to have manager approval on entires.		R - Required		S - Standard		NetSuite Fixed Assets
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