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CPE Credit Goals

By the end of this course, participants will be able to ...

1.

Lt “*

Define concepts “Revenue’, “Deferred Revenue” and “Unbilled

Receivables” from an Accounting and Netsuite System perspective.

Define common Revenue Recognition “scenarios”

Overview of Netsuite Revenue Recognition options WITHOUT the
use of ARM.

Discuss concepts of Revenue Recognition “Triggers” and
“Schedules”

Discuss ARM Records: “Arrangements”, “Elements”, “Plans” and
“‘Journals”

Overview of Netsuite’s “flow of records and events” when using
ARM.
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Topics Discussed

e Revenue Core Concepts

O

O
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Example Revenue Examples
Amounts, Triggers and Schedules
GL Activities

e Simple RevRec - Using Amortization Journals
e Advanced Revenue Management (ARM)

©)

o O O O

What is ARM?

Why use ARM?

How does ARM work?
ARM Business Processes
ARM Caveats



Core Concepts: What is Revenue?

B i vy -~

Amount the seller states in the Income Statement as “Income”, once the
seller has delivered, and the buyer has provided a commitment to pay.

e Always Found on Income Statement
e Also-called “Revenue”, “Income” or (technically incorrectly) “Profit”



Core Concepts: Example Revenue Scenarios

ODOR & Invoice GL Impact

ACCOUNT AMOUNT (DEBIT AMOUNT (CREDIT) POSTING MEMO
Accounts Receivable $25.00 Yes
Membership Sales - Individual $25.00 Yes Annual Individual Membership Dues Rocky Mountain NetSuite User Group

e Simple Scenarios
o Cash and Carry
Fulfill and Bill
Monthly Subscription, Billed Monthly.
Professional Services Time and Materials

e More Complex Scenarios

o Quarterly/Annual Billing where Revenue should be “Monthly”
o Professional Services “Percent Complete” Recognition, regardless of Billing.

o O O



Core Concepts: G/L Activities

e Revenue Moves from Balance Sheet, to
Income Statement
e Line Level, Exclude Taxes

e ‘“Income”
o Income Statement
o Any account where “Type = Income”

e “Deferred Revenue”

O Balance Sheet, Liability

O Any Account where “Type = Deferred Revenue’

e “Unbilled Receivables”
o Balance Sheet, Asset
o Any Account where “Type = Unbilled
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Core Concepts: Billing vs Revenue Recognition

Key concepts related to Billing and
RevRec.

e Billing and Revenue Schedules
can be completely different!

e At end of obligation, Billing and
Revenue should match. "DR" is
key.

e Billing can serve as a Revenue
"Trigger" (Doesn't need to,
though)



Core Concepts: Amounts, Triggers and Schedules

Revenue Element

These basic concepts are used P _
throughout Revenue Recognition, in = sz
both “simple” cases, as well as

complex.

e Total Amount to Recognize - .

e Events which Triggers

Recognition to Start |

e Recognition Schedule



Simple Revrec: Using Amortization JES

Straigha-line, by even pavicds 0

ALDOUNT POSTING R0 5 RECOLNUED DATE EXECUTED FOURNAL ARMOIUNT
412110 Rewenue © Recurring : Sulbscription : Subscription My 2018 38 18550 0TS
412110 Revenius © Recuring @ Sulbsorption | Subscription Jum 3018 WRI0E 18550 20TS
412110 Rewenuwe © Recurring : Sulbscription : Subscription Jul 2018 preitracit:] 19736 20T
412110 Revenius © Recuring @ Sulbsorption | Subscription Aug 2018 RAMTAI0E J0EAT -20TE
412110 Rewenuwe : Recurring : Sulbscription ; Subscription Sep 2008 W08 2ITH 20.TS
412110 Rvenius @ Reuering @ Sulbgonption ; Subsription Ot I8 1F P08 23507 -20LTE
412710 Revenus ; Recurring : Sulbscripbon : Subscription Mo 2008 1173073018 23343 +20.TS
412110 Rvenius @ Recurring @ Sulbsonption : Subscoription D 2018 1231 P08 25380 -20LTE

Monthly Subscription, Paid Annually

“Amortization Guide” - User Guide
Page: Amortization Schedules
Page: Amortization Templates
Page: Create Amortization Journals



Amortization JE - Thoughts

e Not really ideal for “sale” revenue.
Great for importing external waterfalls.
“Triggering” revenue is manual;
(Creation of this journal)

e Amort journals do not “look right” in the
Ul. (Net $0 GL impact)

ﬂ Journals <
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Advanced Revenue Management (ARM) - Intro

Netsuite’s solution for recognizing revenue in

more advanced cases. Advanced Revenue Management

Obtaining ARM
Why ARM?

How does ARM Work? n
Business Process Impact g
Considerations and Caveats MULTIBOOK
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Why ARM? - Summary

Why consider Netsuite’s ARM Module?

Complex Scenarios

Reports Created

Automation and Audit
Forecasting

Integrates well with other Netsuite
“advanced” bundles

Scalable

Advanced Revenue Management
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Why ARM? - Complex Scenarios

Many complex scenarios can be
handled.

e You fall under ASC606
Accounting Rules

e You want Independent billing and
revenue schedules.

e You need to start recognition on
some event other than just
“billing” or “now.”

e You need Automation in your
Revenue schedules

Advanced Revenue Management
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Why ARM? - Reports Created

Some | ntereStI n g re po I'tS Wh |Ch Lists Reports Analytics Documents Setup Customization Commerce
come o ut Of AR M Reports Overview Deferred Revenue By Customer >
New Report Deferred Revenue By Item >
N

Y (Defe rred) Revenue by W' New Financial Report Revenue By Customer >
Cu StO mer Saved Reports > Revenue By Item >
° (Defe rred) Revenu e by Item Scheduled Reports >  Deferred Revenue Waterfall >
New Search Revenue Recognition Forecast >

e Waterfall and Rollforward :
R t Saved Searches »  Billing and Revenue Summary 1
€ por S ) Scheduled Searches >  Deferred Revenue Reclassification Activity »
¢ Reve nue FO recaSt Rep Ortl ng Financial >  Deferred Revenue Reclassification >

Revenue >  Deferred Revenue Rollforward >




Why ARM? - Automation and Audit

How ARM can help with Audits.

e Minimize manual journals. .

e “System Driven” revenue
recognition rules. e

e Revenue, A/R, PS and
Fulfillment roles can work
iIndependently.

Nov 2019




wWhy ARM? - Forecasting

ARM Supports “Forecasting”

e Supports different “Forecast’
rules from “Actual” rules.

e Different “types” of forecasting
(Actuals runouts vs ARM
“Forecasts.”



Coffee Break!



How does ARM Work? - Summary

How does ARM “Work™?
A Deep Dive.

e Global Setup
e Netsuite Item Records

O Netsuite GL Accounts

o "Create Revenue Plans On",
RevRec Rules

o Source Txns, Field Mappings
e Arrangements, Elements,
Plans
e Revenue Journals

Advanced Revenue Management
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How ARM? - Global Setup

Various “Global” Settings related to
ARM.

Pro Assistance Advised

Page: Accounting Preferences
Default DR Reclass Account
ARM Journal Defaults

Default Rules

ARM Scheduled Run
Frequency

Closed Sales Order Behavior
Cost Amortization Setup

Advanced Revenue Management Only
Automatic

Automatic

V' ALLOW GAPS IN REVENUE RECOGNITION RECORD NUMEER

$r.1n;1.ud >R('>vtmrxe Arrangement
FSVund;ud ')(;w"”" E;“"y‘

S;.ln;j;nvd iz.n;.'ndl Entry

Sl.md.ml ).oumal Entry

g;v.u#;uiur:; ;;r;ra!-c. -(:1.‘,(78.;‘.1 pe‘rod

Current Period
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How ARM? - Netsuite Item Record Setup

i Noovinventery itees for Sale

How ARM "ties to" Item Records. & o

PR

Revenue Recognition Rule
e Create Revenue Plans on
e GL Accounts: Income, DR, FX
Adjustment ————
e “Hold Revenue” Checkbox -,
e “Direct Revenue Posting”
Checkbox.
e ASC606 Fields



How ARM? - Netsuite GL Account Setup

Creating GL Accounts for ARM

activities.

Account Type Matters!!

Deferred Revenue
Income
Unbilled Receivables

Account

NUMBER *
MABE ™

SUBACCOUNT OF

£

TYPE *

Expense
Other Income

Other Expense

Deferred Revenue

Deferred Expense
Unbilled Recelvable

Statistical




How ARM? - “Create Revenue Plans On”

What “Triggers” Revenue? CREATE REVENUE PLANS ON

) Revenue Arrangement Creatio v
e NOT a custom list.

e Choose Wisely / Item Record _

Planning Billing
Fulfillment

Revenue Arrangement Creation




How ARM? - Revenue Recognition Rules

Records which define “schedule
rules” for Revenue Recognition.

e Page: Revenue Recognition
Rules

e Schedule: Start, Stop, Offset,
Frequency

e How to handle EndDate
Changes

e You can create Custom Rules.

Revenue Recognition Rule

.- I

¢ Primary Information

Lt Search Customise |



How ARM? - “Source” Records

Revenue Arrangement Management

Netsuite Transactions which
ultimately “drive” Revenue..

5 & non-porsting transaction that records the detasls of a sale for punposes of
recognition. The ¥ rrangement is initially created 3 howrs after the source
oy prelerende i Sl (0 AUCOHMaTC. S SeItng

NefSusbe Creates revenye arrangements for the foliowing types of transactions, If the bransacton is

° Transaction ReCOI’dS (See Saibjet 10 APEREVAL [T Fiveniss MFARGRMEnt i created anby after Ehe IranaZtian i spproved
User Guide) i

e Project Records .

e Subscription Records R

e Custom Records o

ORACLE HETSUITE

Wher you sdd new ling ibemd. 1o e following brandsctaon workflows, new revenue arrangements ane
created only for those added ling items

o [rwcsces creabed from sales orders

»  Cash sales oreated Trom saes orders

= Credit memas creabed from refurn authorizations

= Cash refurds creabed (nom returm sulhonizations



How ARM? - Transaction Field Mapping Setup

Revenue Recognition Field Mapping

Where, on your Transactions, does ARM B /o« | see
get its data? e

VF Rev. Rec. Start Date Start Date

. Transacsion Une VF Rev. nd Date End Date
. P ag e : R eve n u e Re Cog n It I O n Transaction Line VF Rev. Rec. Start Dare Forecas: Start Dave
Transacsion Line VF Rev. Rec. End Date Forecas: End Dace
M 1 Transaction Line Selesforce Bundle Selesforce Bundie 1D
ap pl n g Transaczion Line Salesforce Bundle Narme Salesforce Bundie Name

SFOC Assec D

Line: Start Date / End Date e misimrier R
Line: Amount l Tl

Custom fields allowable

ltem: Create Revenue Plans On

ltem: Recognition Schedule



How ARM? - Revenue Arrangements

“‘Revenue-Centric View” of your “Source’
Transaction.

e Non-Posting “Transaction”

e Parent Record: Standalone (Sort-of)
o Typically, “One Arrangement per
Transaction” ; “Merging” possible.

e Each Line maps to a “Revenue
Element”
e ASC606 Allocation Notes

F Revenue Arrangement &
172232 3008051 wo. =" INSURANCE

m Back Update Rewenue Plams Wirw Bevenue Flam 1= Actons=

Primury Information
EPALIE & i
¥

L[ T Qi

BODEDE L {INSLIRAMCE * TRAMSACTION 15 ALDCATION BUNDLE
e 1.485.28

Clansificatian
¥
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Revepue Element*  Allocation Detsll = Revenue Arrangement Verson ATy Summany
T
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How ARM? - Revenue Elements

Revenue Dlemenk

Think of this as a “Revenue-centric”
view of every transaction line.

e Non-Posting
Cannot be modified.
Parent Record: RevArrangement
(Sort-of)

e One Revenue Element for each line
on source transaction.

e Searched via “Revenue Element’

e Custom Fields allowed.

Cantama

.....



How ARM? - Revenue Plans

Revenue Recogrition Pan

A gateway record to store “Planned Ef
Revenue”. |

Non-Posting

Parent Record: Revenue Element
“Actual” and “Forecast” Revenue Plans.
“Planned Revenue” vs “Revenue Plans”

Minimal editing possible.
o “On Hold” Checkbox

e Searched via “Revenue Recognition
Plans”

Pt ot |t e



How ARM? - Revenue Plan Planned Revenue

Revenue Recogrition Plan
Bl -
——

Schedule of past and future revenue to
recognize for this RevPlan / RevElement.

e Not really an accessible “record” in
Netsuite

e “Planned Period” vs “Posting Period”

e Past actuals tie to Journal records.

[ P -



How ARM? - Revenue Journals

u) urnals o

Minimal differences from regular Journals -

e

except, ARM creates these.

e GL Posting!
Page: Create Revenue Journals
Associated with “Revenue Plan” g
records. = =
e Note! User Guide Topic “Editing an
Advanced Revenue Recognition Journal
Entry”




ARM Business Processes

What new Business Processes are
introduced with ARM?

Create Revenue Arrangements
Create Revenue Plans

Create Revenue Journals
Create Reclass Journals
Period Close Process

Advanced Revenue Management
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ARM Process - Update Revenue Arrangements

Netsuite Process used to create and
Update Revenue Arrangement
Transactions

® Page: Update Revenue Arrangements

Update Revenue Arrangements and Revenue Plans

Update Revenue Arrangements Update Revenue Plans

v Criteria

e Updates AND Creates Revenue .
Arrangements 7
i s 8 e
e Updates AND Creates Revenue
EI m n Ne records to show.
e e tS Upd vel \gements pdate Rev I

e Note: This can be scheduled in global
setup.



ARM Process - Update Revenue Plans

Netsuite Process used to create and
Update Revenue "Plan" Records

] Pag e. U pd ate R evenue Arran g emen tS Update Revenue Arrangements and Revenue Plans
Update Revenue Arrangements  Update Revenue Plans

v Criteria
SOURCE RECORD TYPE

® C(Creates and Updates Revenue Plans == - =
and "Planned Revenue"

CREATED FROM TO
today 31712025 B 3172025 s

® Must run AFTER "Update Revenue

No records to show.

n
Arrangements
Update Revenue Arrangements Update Revenue Plans



ARM Process - Create Revenue Journals

Netsuite Process used to create
Journal Entries which are directly
related to Planned Revenue

e Page: Create Revenue Journal Ceae Revenue rcogiinjoura s
e Run this AFTER "Update e D

Revenue Plans"




ARM Process - Create Reclass Journals

Moves balances between DR
(liability) and Unbilled (asset)
depending on recent revrec and
billing activities.

e Page: Create Reclass Journal
Entries .

e Run this AFTER “Create =
Revenue Journal” '

e Time Saver for managing
“Unbilled Receivables” balances.

Create Reclassification Journal Entries




ARM Process - Period Close

You will see the above new steps when you
close any period.

° A” Steps from above In COﬂClse Steps Period Close Checklist: Feb 2025
e C(Create Revenue Arrangements

e Create Revenue Plans

e Create Revenue Journals .

e Reclass Revenue Journals

Lock A/P

Lock All

Create Intercompany Adjustments
Revalue Open Foreign Currency Balances
Recognize Revenue

Reclassify Revenue

Calculate Consolidated Exchange Rates

o
daoduoouuug



Closing Thoughts: Considerations and Caveats

Considerations:

Have a Solid Billing Process

Planning your Item Records around ARM.

ARR Reporting vs ASC606 Reporting

Running (most) ARM Processes BEFORE Month-
End

Caveats:

“ARM Errors” are particularly cryptic.
e ARM Journals are not super helpful in searches.
e “Revenue Plan Planned Revenue” is not easily
accessible.

Advanced Revenue Management

SUITESCRIPT ¢
WL SUITEFLOW 3¢

O:. O
<:i 2

MULTIBOOK

n
z
>
Z
Q
>
| oy
v

SOLLATYNY
wn
o)
<

ONINNA3HOS

NIWIOVNVIN 33080

SNOLLY13Y




Netsuite Revenue and "ARM”

Netsuite Revenue and "ARM"

March 19, 2025
Mike Kachline mkachline@gmail.com

RMNSUG



mailto:mkachline@gmail.com

	Slide 1: Netsuite Revenue and “ARM”
	Slide 2: CPE Credit Goals
	Slide 3: Topics Discussed
	Slide 4: Core Concepts: What is Revenue?
	Slide 5: Core Concepts: Example Revenue Scenarios
	Slide 6: Core Concepts: G/L Activities
	Slide 7: Core Concepts: Billing vs Revenue Recognition
	Slide 8: Core Concepts: Amounts, Triggers and Schedules
	Slide 9: Simple Revrec: Using Amortization JEs
	Slide 10: Amortization JE - Thoughts
	Slide 11: CPE Question
	Slide 12: CPE Question
	Slide 13: CPE Question
	Slide 14: Advanced Revenue Management (ARM) - Intro
	Slide 15: Why ARM? - Summary
	Slide 16: Why ARM? - Complex Scenarios
	Slide 17: Why ARM? - Reports Created
	Slide 18: Why ARM? - Automation and Audit
	Slide 19: Why ARM? - Forecasting
	Slide 20: CPE Question
	Slide 21: Coffee Break!
	Slide 22: How does ARM Work? - Summary
	Slide 23: How ARM? - Global Setup
	Slide 24: How ARM? - Netsuite Item Record Setup
	Slide 25: How ARM? - Netsuite GL Account Setup
	Slide 26: How ARM? - “Create Revenue Plans On”
	Slide 27: How ARM? - Revenue Recognition Rules
	Slide 28: How ARM? - “Source” Records
	Slide 29: How ARM? - Transaction Field Mapping Setup
	Slide 30: How ARM? - Revenue Arrangements
	Slide 31: How ARM? - Revenue Elements
	Slide 32: How ARM? - Revenue Plans
	Slide 33: How ARM? - Revenue Plan Planned Revenue
	Slide 34: How ARM? - Revenue Journals
	Slide 35: CPE Question
	Slide 36: CPE Question
	Slide 37: CPE Question
	Slide 38: ARM Business Processes
	Slide 39: ARM Process - Update Revenue Arrangements
	Slide 40: ARM Process - Update Revenue Plans
	Slide 41: ARM Process - Create Revenue Journals
	Slide 42: ARM Process - Create Reclass Journals
	Slide 43: ARM Process - Period Close
	Slide 44: CPE Question
	Slide 45: Closing Thoughts: Considerations and Caveats
	Slide 46: Netsuite Revenue and “ARM”



