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NetSuite Eases Accounting Rules — Even With Rival Software  
Accurately accounting for new sales is never easy, but the process gets that much harder when 

companies combine products and services in new ways delivered over time. 

 

Business software firm Netsuite (N) is helping companies deal with complex new accounting 

rules by releasing an online software service called Advanced Revenue Recognition to automate 

how companies account for sales. 

 

Financial officers are working to comply with new rules issued by the Emerging Issues Task 

Force, part of the federal Fair Accounting Standards Board. The rules, known as EITF 08-01 and 

EITF 09-03, address multi-element sales in which companies must book revenue for products 

and services delivered at different times. 

 

“This is coming at you like a freight train, and you’re all going to have to deal with it in the next 

12 months,” Netsuite CEO Zach Nelson told several hundred finance and accounting executives 

at a Silicon Valley event Thursday announcing the product. 

 

Netsuite’s software helps companies comply by distinguishing in real-time one-time sales for 

certain products vs. ongoing recurring revenue for services. The rules alter the way companies 

now account for sales from bundled products and services. The change will mostly affect tech 

firms that charge a single price for hardware bundled with software, upgrades and services. 

 

Under old rules, companies had to recognize revenue for a product when it was delivered. The 

new rules aim to accommodate complicated new bundling schemes. If software is essential to a 

product’s functioning, the company can now estimate the sales price of yet-undelivered elements 

and defer that portion of revenue. 

 

“These rules change your revenue, so this doesn’t just affect the finance department, it also 

affects sales and services,” Nelson said. “The magnitude of this impact is huge.” 

 

Apple has been an early adopter of the new rules, allowing it to increase the revenue recognized 

for sales of iPhones. The new accounting principles boosted Apple’s net sales by $6.4 billion last 

year and $5 billion in 2008, according to annual filings with the Securities and Exchange 

Commission. 
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Netsuite’s cloud-computing delivery model, in which it hosts customer applications from the 

Web, means clients don’t have to install new servers or maintain added software in order to 

comply with the rules, according to Nelson. 

 

Companies must comply with the rule changes no later than the first fiscal year that starts on or 

after June 15, 2010. For most companies, that means a deadline of early 2011. The new rules will 

likely cause headaches for how sales commissions are structured, because companies will need 

to recognize new front-end payouts to sales reps. That process, in turn, could throw off budget 

forecasts in place now. 

 

Netsuite’s new software module was built to integrate with financial software systems from such 

industry giants as SAP, Oracle and Microsoft, giving Netsuite a foot in the door of the customers 

for some of its biggest rivals. 

 


