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Executive Summary

Hedge accounting under ASC 815 is essential for companies that use derivatives to manage financial risk, as it aligns the accounting for derivatives
with the economics of risk management. ASC 815 (formerly SFAS 133) requires all derivative instruments to be recorded on the balance sheet at fair
value (Source: www.fasb.org). It permits special hedge accounting treatment when certain strict criteria are met, thereby mitigating income-statement
volatility that would otherwise arise from marking derivatives to market each period. ASC 815 recognizes three primary hedge types — fair value
hedges, cash flow hedges, and net investment hedges — each with its own accounting model (Source: www.deloitte.com) (Source: www.fasb.org).
For example, under a qualifying fair value hedge, both the derivative’s gain or loss and the offsetting change in the hedged item’s fair value are
recorded in current-period earnings (Source: www.deloitte.com) (Source: www.fasb.org). In contrast, cash flow hedges defer the effective portion of a
derivative’s gain or loss in Other Comprehensive Income (OCI) and only reclassify it into earnings as the hedged item’s cash flows affect earnings

(Source: content.edgar-online.com) (Source: www.fasb.org). Net investment hedges of foreign operations similarly place derivative gains/losses into

OCI (as part of the translation adjustment) until the investment is sold (Source: www.fasb.org) (Source: d18rnOp25nwréd.cloudfront.net). Detailed
disclosures are required under ASC 815 to explain a company’s hedging strategies, risks hedged, notional volumes, fair values, and the amounts
recognized in OCI and earnings (Source: d18rn0p25nwr6d.cloudfront.net).

Implementing ASC 815 hedge accounting in Oracle NetSuite — a leading cloud ERP — typically relies on NetSuite’s Multi-Book Accounting and
treasury-management integrations, since NetSuite’s core financials do not have a built-in “hedge module.” NetSuite OneWorld’s multi-book capability
can accommodate parallel GAAP and statutory or IFRS-ledgers, enabling different accounting treatments of the same transactions (Source:
www.netsuite.com). For instance, NetSuite allows an “adjustment-only” secondary book so that hedging entries (which may be adjustments to the
primary GAAP ledger) can be maintained without duplicating all primary data (Source: www.netsuite.com). This permits users to track, say, local
GAAP earnings and IAS-compliant hedge entries side by side. NetSuite also offers robust multi-currency features and foreign currency revaluation
tools (including separate revaluation for each accounting book) to support the required accounting for FX hedges (Source:

netsuitedocumentationl.gitlab.io) (Source: netsuitedocumentationl.gitlab.io). In practice, companies often integrate NetSuite with specialized
treasury/hedge-management SuiteApps such as InTreaX (IBSFINtech) or OneKloudX Hedge Management to automate complex hedge workflows.
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These solutions provide structured hedge-tracking, contract management, and automated recording and reporting of commodity and FX hedges within
NetSuite (Source: onekloudx.com.au) (Source: www.suiteapp.com). Overall, NetSuite's treasury features (and third-party integrations) can capture
hedge transactions from order-entry through settlement and automate the matching of hedge entries, while NetSuite’s reporting tools can generate the
required disclosures (Source: onekloudx.com.au) (Source: d18rn0p25nwr6d.cloudfront.net).

Given the complexity of ASC 815, companies must carefully document initial hedge designations (including risk management objectives and
instrument-to-item mappings) and perform ongoing effectiveness testing. U.S. GAAP imposes a bright-line effectiveness criterion (generally 80-125%
overlap of hedge change and exposure change) and requires both prospective and retrospective effectiveness assessments (Source: kpmg.com)
(Source: kpmg.com). By contrast, IFRS 9's hedge model (often implemented in NetSuite for IFRS reporting) uses a principles-based “economic
relationship” test and allows simpler prospectively focused testing with no rigid 80-125% band (Source: kpmg.com) (Source: kpmg.com). The
differences in these models have practical implications for a NetSuite user: for example, IFRS permits “rebalancing” of the hedge ratio without
dedesignation (Source: kpmg.com), whereas under ASC 815 any significant change may force a new designation.

In summary, ASC 815 hedge accounting in NetSuite requires combining NetSuite’s accounting and currency features with disciplined processes (and
often SuiteApps) to support derivative valuation, designation, and disclosure. This report provides an in-depth analysis of the ASC 815 hedge-
accounting rules (with comparisons to IFRS where relevant), discusses ways to implement those rules using NetSuite systems, surveys real-world
usage and case studies, and reviews the evolving accounting landscape (including forthcoming FASB projects and IFRS amendments. All conclusions

are supported by authoritative sources, including FASB pronouncements, Deloitte/KPMG analyses, and SEC filings.

Introduction and Background

Derivatives — contracts whose value is derived from one or more underlying assets or risk factors — are ubiquitous in modern finance. Corporations
commonly use forwards, futures, swaps, and options to hedge exposures to interest rates, foreign currencies, commodity prices, and other market
risks (Source: www.deloitte.com) (Source: content.edgar-online.com). Without special accounting, every derivative would be revalued to fair value in

profit or loss each period, creating volatility that does not reflect the underlying business’s economics. Hedge accounting (under U.S.GAAP ASC 815)
allows companies to match the timing of gain/loss recognition on a hedging instrument with the effects of the hedged item (Source: www.fasb.org)
(Source: www.deloitte.com). The guiding objective is “to match the timing of income statement recognition of the effects of the hedging instrument with
the timing of recognition of the hedged risk” (Source: www.deloitte.com). When applied properly, hedge accounting reduces “paper” P&L swings due
solely to mark-to-market, aligning accounting results with a firm’s genuine risk-management strategy (Source: www.deloitte.com) (Source:
www.fasb.org).

ASC 815, Derivatives and Hedging, codified the landmark FASB Statement (SFAS 133, issued 1998) and subsequent clarifications (Source:
www.fasb.org) (Source: www.fasb.org). It requires every derivative to be recognized on the balance sheet at fair value (Source: www.fasb.org). A
derivative can then be designated as a hedge, if and only if at inception the entity formally documents the hedge relationship — identifying the hedging
instrument, the hedged item or transaction (and risk), and how effectiveness will be assessed (Source: www.fasb.org). Once designated, the
derivative is accounted for according to one of ASC 815'’s three hedge models:

« Fair Value Hedges: These hedge changes in the fair value of a recognized asset, liability, or firm commitment (e.g. an existing fixed-rate loan).
Under ASC 815, qualifying fair value hedges require the derivative’s gain or loss to be recorded in earnings alongside an offsetting adjustment to
the hedged item’s carrying value (Source: www.deloitte.com) (Source: content.edgar-online.com). Effectively, both the derivative and hedged item

are marked to market for the hedged risk; any ineffectiveness emerges in income.

« Cash Flow Hedges: These hedge the variability of forecasted transactions’ future cash flows (e.g. expected purchases/sales or variable-rate debt
interest). A successful cash flow hedge is accounted by deferring the derivative’s effective gain or loss in Accumulated Other Comprehensive
Income (AOCI) until the hedged transaction affects profit. The deferred amount is then reclassified into earnings in the same period and income
statement line as the hedged item. ASC 815 treats only the ineffective portion of a cash flow hedge as an immediate P&L gain/loss (Source:
content.edgar-online.com) (Source: www.fasb.org).

« Net Investment Hedges: These hedge the foreign-currency exposure of a net investment in a foreign operation. ASC 815 requires gains or
losses on the hedging instrument (including certain non-derivative foreign-currency debt) to be reported in OCI (in the Cumulative Translation
Adjustment) until the foreign investment is sold, at which point the gains are “recycled” into earnings (Source: www.fasb.org) (Source:
content.edgar-online.com).

Any derivative not designated (or failing effectiveness testing) is a free-standing derivative, and all periodic fair value changes go directly to the
income statement (Source: www.fasb.org) (Source: www.deloitte.com).
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The accounting implications of these three models are best illustrated by example. In a fair value hedge, if a company enters an interest rate swap
fixing a floating-rate loan, each period’s P&L will include the swap’s mark-to-market gain and the corresponding fair-value adjustment to the loan —
ideally resulting in a net near-zero impact if the hedge is fully effective (Source: www.deloitte.com) (Source: content.edgar-online.com). In a cash flow
hedge, a portion of the swap’s mark-to-market gain is held in AOCI until the forecasted interest payment occurs; then that gain is released to offset the

loan’s actual interest expense on the income statement (Source: content.edgar-online.com) (Source: content.edgar-online.com). Starbucks, for

example, discloses exactly this: gains on cash flow hedges are recorded in OCI and subsequently reclassified to earnings “in the same line item as
the underlying hedged item” when realized (Source: content.edgar-online.com). In contrast, for net investment hedges Starbucks records the swap’s

gain/loss in OCI (translation adjustment) and only moves it to interest expense (and earnings) if the foreign operation is sold (Source: www.fasb.org)
(Source: d18rn0p25nwr6éd.cloudfront.net).

The guidelines for what may be hedged and how are stringent in ASC 815. Eligible hedged items (the “exposures”) include recognized assets or
liabilities, forecasted foreign-currency transactions, firm commitments, or interest rate exposures (Source: www.deloitte.com) (Source: www.fasb.org).
The hedging relationship must be “highly effective,” meaning the derivative’s gains and losses are expected to offset the hedged risk in a manner
falling within a specific range (generally 80-125% in magnitude) (Source: kpmg.com). Companies must perform documented effectiveness testing at
hedge inception and at least each reporting period (Source: kpmg.com) (Source: www.fasb.org). Hedge documentation also spells out how to
measure any ineffectiveness and how hedge ratios will be maintained if terms change. In practice, frequent hedges (especially those entered into at
differing times or quantities) may require constant “rebalancing” of hedge ratios or even dedesignation and redesignation, as discussed below
(Source: kpmg.com).

Disclosures. ASC 815 mandates extensive qualitative and quantitative disclosures so that users understand a company’s hedging (and non-hedging
derivative) activities (Source: d18rn0Op25nwr6d.cloudfront.net). Companies must explain the objectives and strategies of their hedges (e.g. “We use

swaps to hedge interest rate variability of our debt” or “We hedge forecasted FX revenues”) (Source: d18rnOp25nwr6d.cloudfront.net). They list the

types of instruments used (forwards, swaps, etc.), notional volumes, and maturities. The fair values of derivatives (and qualifying hedges) by type
must be presented, and gains/losses on hedges must be tabulated by classification (earnings vs OCI) (Source: d18rnOp25nwr6d.cloudfront.net).

Critically, ASC 815 requires disclosure of amounts reclassified out of AOCI into earnings in each period (and the corresponding income statement
captions), plus the exchanges in AOCI relating to discontinued hedges or strategy changes (Source: d18rnOp25nwr6d.cloudfront.net) (Source:

content.edgar-online.com). For example, Wal-Mart's 10-K explicitly states the expected amounts to be reclassified from AOCI in the next 12 months
(when material) (Source: content.edgar-online.com). Moreover, companies must note any credit-risk-related terms (like collateral or netting) in their
derivatives (Source: d18rn0p25nwréd.cloudfront.net). In short, ASC 815 disclosures are designed to “provide users of financial statements with an
enhanced understanding of: (a) how and why an entity uses derivative instruments, (b) how the entity accounts for derivative instruments and related
hedged items, and (c) how derivative instruments and related hedged items affect an entity’s financial position, financial performance, and cash flows”

(Source: d18rn0p25nwr6éd.cloudfront.net).

ASC 815 vs. IFRS 9. Although this report focuses on U.S. GAAP, hedge accounting has evolved under IFRS as well (replaced IAS 39 by IFRS 9 in
2018). Commercial software like NetSuite often needs to support both regimes for global firms. Notably, IFRS 9's hedge model is more principles-
based than ASC 815. IFRS 9 allows a broader view of effectiveness (requiring only that an “economic relationship” with restricted credit risk exists)
and permits adjustments in hedge ratios (“rebalancing”) without dedesignation (Source: kpmg.com) (Source: kpmg.com). ASC 815, by contrast,
requires a strict 80-125% test both prospectively and retrospectively (Source: kpmg.com) and generally forces a new designation if the hedge ratio or
instrument terms change materially (Source: kpmg.com). IFRS 9 only reclassifies the amount of ineffectiveness above a “lower-of” threshold to P&L
(Source: www.houseblend.io), whereas ASC 815 effectively passes all fair value changes of the derivative’s effective portion through OCI and
immediately recognizes any shortfall (ineffectiveness) in current earnings (Source: www.houseblend.io) (Source: kpmg.com). The key differences —
shown in Table 2 below — mean that a company hedging under IFRS 9 might meet hedge accounting criteria when the same hedge would fail the ASC
815 tests, and vice versa. NetSuite’s multi-book approach often leverages these insights to run parallel GAAP and IFRS ledgers, applying each set of
rules as needed (Source: www.netsuite.com) (Source: kpmg.com).

ASC 815 Hedge Accounting Rules and Mechanics

Derivatives Defined and Scope

ASC 815 begins by defining what constitutes a derivative and what exposures can be hedged. A derivative under ASC 815 is a contract (including
embedded derivatives) with all of the following characteristics: (1) its value changes in response to an underlying (e.g. currency rate, interest rate,
commodity price, etc.); (2) it requires little or no initial net investment; and (3) it is settled at a future date (Source: www.fasb.org) (Source:
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www.deloitte.com). Examples include currency forwards, interest rate swaps, futures, commodity options, etc. Some contracts that offload risk but are
not “free to terminate” (like normal purchase orders or “normal purchase and normal sale” exceptions) may be excluded from derivative classification.
For instance, a firm’s contract to buy inventory for cash is typically not a derivative, nor is embedded risk in a loan with a single fixed payoff.

ASC 815’s scope broadly covers financial derivatives, including those embedded in larger contracts, but excludes derivatives on non-financial items
except in rare cases (e.g. forward contracts for commodity sales may be excluded if it is a contract for difference). Non-derivative financial instruments
cannot generally be designated as hedges under ASC 815, except for investing in debt or cross-currency debt (which may be hedged with derivatives
under ASC 815's special provisions). ASC 815 does not apply to foreign currency swaps in consolidation beyond those related to net investments, nor
to guarantees of debt (ASC 460, not 815).

Hedge Designation and Eligible Relationships
To apply hedge accounting, a company must formally designate a hedging relationship at inception. The designation must identify:

« The specific hedging instrument (derivative or qualifying non-derivative, described by type and terms).
« The hedged item or transaction (which may be a recognized asset/liability, a forecasted transaction, or a net investment in a foreign subsidiary).
« The nature of the risk being hedged (e.g. interest-rate risk, foreign-currency risk, commodity-price risk).

« The method for measuring hedge effectiveness (test procedures).

Only specifically designated instruments acting to hedge specifically designated exposures qualify. For example, a forward contract might be
designated to hedge the foreign-currency cash flows of a forecasted sales invoice, or an interest rate swap might be designated to hedge a firm
commitment to issue fixed-rate debt. The hedged item in cash flow hedges can even be a portion of a line (e.g. 50% of forecasted purchases) if the
risk is identifiable. Under IFRS 9 it became explicit that even components of non-financial items (“extras”) can be hedged if separately identifiable and
measurable (Source: www.houseblend.io); ASC 815 is more restrictive, generally requiring a whole item or fixed-price commit (though there are some
PO/S contracts fields).

Eligible hedged items under ASC 815 include:

« Fair value hedges: hedges of changes in the fair value of a recognized asset, recognized liability, or an unrecognized firm commitment
(excluding foreign currency firm commitments). For example, hedging a fixed-rate mortgage’s interest-rate exposure with an interest swap
qualifies (Source: www.deloitte.com).

« Cash flow hedges: hedges of the exposure to variability in cash flows of a recognized asset/liability or a forecasted transaction. This includes
forecasted sales or purchases, forecasted interest payments (e.g. on floating-rate debt), and foreign-currency-denominated forecasts (Source:
www.deloitte.com). According to Starbucks, forecasted royalty payments or inventory purchases in a foreign currency can be hedged with
forwards (Source: content.edgar-online.com).

« Net investment hedges: hedges of the foreign-currency exposure of a net investment in a foreign operation (a subsidiary or branch whose
results are consolidated). ASC 815 permits derivatives (or qualifying foreign-currency debt) to hedge currency translation risk in consolidated net
assets (Source: www.fasb.org).

Some items, such as the risk of changes in future commaodity spot prices for unsold inventory, are typically not hedgeable under ASC 815 unless they
create an offsetting entry in earnings. (IAS 39 had similar rules.)

Hedge Effectiveness and Testing

Once a derivative is designated, ASC 815 mandates stringent effectiveness testing to ensure the hedge is “highly effective” in offsetting the
designated risk. For fair value and cash flow hedges, U.S. GAAP requires both a prospective test (at inception and at least quarterly thereafter) and
a retrospective test (comparing cumulative results) (Source: kpmg.com). The primary criteria is that the hedge must be expected to be effective in the
range of 80% to 125% (the so-called “bright line” rule) (Source: kpmg.com). The retrospective test checks whether actual results fell within that
bandwidth; if not, the company may have to adjust the hedge or de-designate it. US GAAP does not allow “rebalancing” — changing the hedge ratio or
terms — without redesignation unless extremely limited (the “shortcut” or “critical benchmark” exceptions) (Source: kpmg.com). If any changes occur
(for example, adding more units of the derivative), the entity may have to terminate the old hedge and start a new hedge designation.
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ASC 815 provides a “shortcut method” and a “critical terms match method” that can simplify testing under very tight conditions (e.g. identical
notionals and timing). If those shortcuts apply, the hedges are presumed perfectly effective and no quantitative test answer is needed. Otherwise,
companies typically use regression or variance analyses to test the 80-125% band.

By contrast, IFRS 9 does not impose the 80-125% band nor require a quantitative retrospective test (Source: kpmg.com). Instead, it focuses on
whether there is an “economic relationship” and whether credit risk does not dominate (Source: kpmg.com). IFRS 9 does allow entities to rebalance
the ratios (i.e. adjust the hedge ratio to exactly match exposures without dedesignation) if objectives remain the same (Source: kpmg.com). These
differences mean that a hedge might qualify under IFRS but fail US GAAP (or vice versa). For example, IFRS’s freer approach allows hedges of risk
components (like the spot component of a forward) or aggregated transactions, whereas ASC 815 usually does not allow hedging separately a
component unless explicitly permitted (Source: www.houseblend.io).

ASC 815 also explicitly prohibits voluntary dedesignation if the hedge still meets the risk objective (Source: www.houseblend.io) (except in very narrow
cases). In practice, changing any critical term of the hedge (e.g. early termination of the derivative, or changing the hedged item dollar amount) can
force dedesignation. Once a hedge is dedesignated, subsequent changes in derivative value must hit P&L (not AOCI), and if still desired the entity
would designate a new hedge relationship. Discontinuation of hedge accounting (and reason) must also be disclosed.

Hedge Accounting Entries

When a hedge qualifies, ASC 815 dictates the accounting entries. Table 1 below summarizes the accounting impact of each hedge type under ASC
815:

Table 1: Hedge Accounting Models under ASC 815
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HEDGE
TYPE

Fair Value
Hedge

Cash Flow
Hedge

Net
Investment
Hedge

HEDGED RISK
(EXAMPLES)

Changes in fair value of a
fixed-rate asset/liability or
firm commitment (e.g.
fixed-rate loan or pending
contract) (Source:
www.deloitte.com).

Variability in future cash
flows of a recognized
asset/liability or forecasted
transaction due to a
specific risk (e.g.
forecasted purchase,
variable-rate interest, FX
sales) (Source:
www.deloitte.com).

Foreign-currency exposure
on a net investment in a
foreign entity (Source:
www.fasb.org).

DERIVATIVE ACCOUNTING
(AsC)

Derivative recorded at fair
value each period; changes
in fair value reported in
earnings (Source:
www.deloitte.com) (Source:
content.edgar-online.com).

Derivative recorded at fair
value each period; effective
portion of changes deferred
in OCI (Source:
content.edgar-online.com).

Ineffective portion (on
over-/under-hedge)
recognized immediately in
earnings (Source:
content.edgar-online.com).

ASC 815 Hedge Accounting in NetSuite: Rules & Disclosures

HEDGED ITEM
ACCOUNTING (ASC)

Adjust hedged item’s
carrying amount for the
portion of fair value change
attributable to the hedged
risk; recognition of that
adjustment in earnings
(Source: www.deloitte.com)
(Source: content.edgar-
online.com).

No change to carrying
amount of hedged item.
Hedging results are
accumulated in AOCI and
reclassified into earnings in
the same periods and
income statement line as
the hedged cash flow
impact (Source:
content.edgar-online.com).

Derivative (or qualifying
debt) at fair value; gain/loss
recorded in OCI (Cumulative
Translation Account)
(Source: www.fasb.org).

No carrying adjustment to
the hedged net asset in the
parent’s books (it is
captured in F/X translation
reserve).

INCOME STATEMENT
IMPACT

Both the derivative’s fair
value gain/loss and the
hedged item’s fair value
adjustment are reported in
the same income statement
line (Source:
www.deloitte.com) (Source:
content.edgar-online.com).

Effective hedge gains/losses
are initially in OCI (Source:
content.edgar-online.com),

then reclassified to P&L
when the hedged item affects
earnings (same line as
hedged item). Ineffective
hedge losses/gains hit P&L
immediately.

Hedging instrument’s
gain/loss recorded in OCI
(translation adjustment); no
P&L effect until the foreign
investment is sold, at which
time cumulative gains/losses
in AOCI are reclassified into
earnings (Source:
www.fasb.org) (Source:
content.edgar-online.com).

Each of the above treatments is reflected by example in practice. For instance, Starbucks notes in its 10-K that for cash flow hedges “the derivative’s

gain or loss is reported as a component of OCI... and reclassified into net earnings when the hedged exposure affects net earnings, in the same line
item as the underlying hedged item” (Source: content.edgar-online.com). That is textbook ASC 815: lock the cash flow benefit in OCI, then re-release

it. Similarly, Starbucks explains that in a fair value hedge “the changes in fair value of the derivative instrument and the offsetting changes in fair value
of the underlying hedged item...are recorded in interest income and other, net or interest expense” (Source: content.edgar-online.com). In other
words, the swap and the hedged loan both hit Interest Expense.

Conversely, any derivative not designated (or disqualified) is “trading” or held-for-TR: its fair value changes flow to earnings immediately. Many

companies’ disclosures and policies, like Wal-Mart's, highlight this: derivatives not meeting hedge criteria have all P&L impact recognized each period

(Source: content.edgar-online.com). Hedge accounting merely defers and synchronizes the effects of those changes.

Hedge Designation and Documentation

At hedge inception, ASC 815 requires detailed documentation. The entity must articulate its risk-management objective and strategy, identify the

hedging instrument and hedged risk/item, and specify how effectiveness will be measured. This documentation establishes the “risk being hedged”

and the “method of assessing” effectiveness (Source: www.fasb.org). Hedge effectiveness can be assessed via statistical methods, regression, or

qualitative analysis, but must be established prospectively (and under GAAP, retrospectively) (Source: kpmg.com) (Source: www.fasb.org).
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For example, a company might document that it is hedging the interest-rate risk of a $100 million fixed-rate debt via entering a 5-year interest-rate
swap for an identical $100 million notional. It would specify that effectiveness will be tested by change in fixed-rate par values or PV over time. If the
swap had mismatched notionals, the documentation would show the hedging ratio (e.g. $90M of swap vs $100M of debt) to permit partial hedging.
IFRS 9 now allows more flexibility on the hedging ratio, but ASC 815 strictly requires the ratio to be originally “locked in” and tested.

ASC 815 also requires documenting the method for measuring any ineffectiveness. Under GAAP, ineffectiveness is automatically recognized in
earnings (for fair value hedges it is implicitly there; for cash flow hedges it is the portion not captured in OCI) (Source: www.fasb.org). The entity can
choose methods (“cost-credit risk method,” “hypothetical derivatives method,” etc.) that align with its risk management. Once the hedge relationship is
designated, it must remain consistent with what was documented, unless being dedesignated entirely.

Hedge Accounting Under NetSuite

NetSuite's Financial Engine and Multi-Book Accounting

Oracle NetSuite is a widely used cloud ERP that supports global finance needs. In terms of core functionality, NetSuite provides multi-currency
support, spreadsheets-like GL, and features such as foreign currency revaluation (Source: netsuitedocumentationl.gitlab.io). However, NetSuite’s

core modules do not include a dedicated hedge-accounting submodule. Instead, companies typically leverage NetSuite’'s Multi-Book Accounting
and integration points to fulfill ASC 815 requirements.

Multi-Book Accounting

NetSuite OneWorld accounts (for multi-subsidiary use) can enable Multi-Book Accounting, which allows creation of multiple “accounting books.”
Each book can have its own base currency, chart of accounts, and accounting rules (Source: www.netsuite.com). Importantly, multi-book in NetSuite
can maintain parallel ledgers — for example, one book may implement GAAP and another IFRS. Hedge accounting often uses this capability by
treating hedge entries as adjustments in a secondary book. NetSuite even offers “adjustment-only” books, which do not copy primary data but record
only differences (Source: www.netsuite.com). For instance, a U.S. company could post its derivative fair value changes in a secondary book and IFRS
reclass entries in that book, keeping the primary (GAAP) book untouched for earnings (or vice versa). NetSuite’s documentation notes:

"When this box is checked, your secondary accounting book is created as an adjustment-only book. Adjustment-only books... do not duplicate the
data in the primary book. Instead, adjustments to data from the primary book are made in the adjustment book. You can display financial reports on
the data combined from both the primary book and adjustment book in reports and searches.” (Source: www.netsuite.com)

This implies one book (say GAAP) shows historical cost data, and the other book can host the ASC 815 adjustments (derivative fair values to P&L, or
OCI entries) without interfering with the primary balances. Companies often use one book for local GAAP and a second for IFRS or statutory, or a
separate hedge accounting adjustments book.

NetSuite’s multi-book also supports Intercompany consolidation, which is useful for net investment hedges (if hedging intercompany loans or cross-
currency obligations). However, full hedge accounting (like adjusting the carrying amount of inventory/capex for cost hedges) still requires manual or
SuiteApp processes — NetSuite does not automatically adjust asset or liability bases for hedges in the standard modules.

Currency Revaluation and Foreign Currency Management

NetSuite provides robust foreign-currency revaluation. It can revalue foreign-denominated AR/AP and other balance sheet accounts at period-end,
automatically posting realized and unrealized Fx gains/losses (Source: netsuitedocumentationl.gitlab.io). In a multi-book setup, NetSuite will compute

these values per book: for example, with three books in GBP, USD, EUR base currencies, a FX transaction may produce different revaluation entries

in each book (Source: netsuitedocumentationl.gitlab.io) (Source: netsuitedocumentationl.gitlab.io).

The Foreign Currency Revaluation function extends to multi-book: realized and unrealized gains/losses on each currency balance are calculated

per accounting book (Source: netsuitedocumentationl.gitlab.io) (Source: netsuitedocumentationl.gitlab.io). The documentation example shows how a
£100 invoice and £100 payment yields different realized gains in USD vs EUR books (Source: netsuitedocumentationl.gitlab.io). This underlying FX

engine is critical for net investment hedges (which essentially mirror foreign translation) and for fair value hedges of foreign-currency items.

NetSuite’s native currency features primarily address standard translation and transaction gains. Hedge accounting can build on them by using
separate accounts in journals. For example, one might create GL accounts “FX Hedge Revaluation Gain/Loss (OCI)” and configure journal entries so
that derivative remeasurements flow through those accounts instead of utilising the default revaluation postings. This typically must be coordinated
with the finance team or via customization.
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NetSuite Treasury and SuiteApps

While the NetSuite core has no hedge-specific module, Oracle’s SuiteApp ecosystem offers treasury management solutions. The SuiteApp
Marketplace lists products like InTreaX, Kyriba Connector, and others that provide ERP integration for hedging workflows. For example, the InTreaX®
Treasury Management SuiteApp is described as a “comprehensive risk management platform... fully integrable with NetSuite” (Source:
www.suiteapp.com). It explicitly touts real-time hedging strategy optimization using NetSuite data:

“Through InTReaX and NetSuite integration companies can utilize real-time financial data to optimize hedging strategies, reduce market volatility
impacts, and enhance profitability.” (Source: www.suiteapp.com)

Such integrations typically automate the scheduling of hedge entries: tracking exposures (e.g. open sales orders in foreign currency), automatically
matching hedge contracts to exposures, and generating settlement and revaluation entries. OneKloudX's Hedge Management (as shown in their blog)
implemented automated monthly hedge settlement workflows, reports on FX positions, and matched hedge contracts with POs and usage (Source:
onekloudx.com.au) (Source: onekloudx.com.au). They emphasize eliminating manual errors and ensuring AR/AP aligns with hedge terms (Source:
onekloudx.com.au).

NetSuite’s built-in Treasury Management tools (see Folio3 Treasury blog (Source: netsuite.folio3.com) add some capabilities: cash positioning, bank
feeds, payment automation, and connections to banks. However, for sophisticated derivatives hedging, NetSuite typically relies on such SuiteApps or
external TMS connectors. The Folio3 blog notes that for “enterprise-grade treasury management, multi-bank connectivity, sophisticated hedging...
NetSuite can integrate with dedicated TMS like Kyriba or Trovata” (Source: netsuite.folio3.com). This allows a firm to execute hedges in a TMS while
syncing transactions back to NetSuite. In practice, the general ledger entries (fair value changes, hedge premiums, settlement P&L shifts) ultimately
are posted to NetSuite, so the accounting footprint can be audited in NetSuite.

To summarize, implementing ASC 815 in NetSuite usually follows one of these approaches:

« ManuallNetsuite-only approach: Use Multi-Book to parallel offset entries, use foreign currency revaluation features, create custom hedge
accounts, and rely on spreadsheets or customization for effectiveness testing and journal entry generation. Disclosures are compiled from
NetSuite reports (custom searches or saved reports on derivative entries and balances).

« SuiteApp integration: Use an Add-on that manages hedge contracts, exposure records, and generates NetSuite journal entries automatically.
These entries capture fair value marks and reclassifications, and the SuiteApp may also generate disclosure schedules.

« External TMS + NetSuite posting: Many large companies use third-party Treasury Management Systems and feed workflow and valuations into
NetSuite for accounting.

Case Study — OneKloudX Hedge Management: OneKloudX (a NetSuite partner) describes a solution that “automates the lifecycle of hedge
transactions, from order entry through to monthly settlement reconciliation” (Source: onekloudx.com.au). Key features include contract management
aligned to POs, automated reporting of FX/commodity positions, and daily/monthly settlement workflows. This allows the CFO and procurement to co-
manage hedges, eliminate timing mismatches, and ensure that AR/AP is “aligned with hedge contracts for audit-ready settlement” (Source:
onekloudx.com.au). Reports such as a “Hedge confirmation register” and “Hedge settlement report” ensure traceability of hedge positions (Source:
onekloudx.com.au). While technical detail is proprietary, this example illustrates a real-world path: converting NetSuite into an active risk-management
platform, not just static financials.

Derivatives in NetSuite’s Chart of Accounts

When a derivative or hedge is entered in NetSuite, it may take the form of a forward-through a custom transaction, or as journals created from a
SuiteApp. Some companies simply use generic P&L accounts (“FX Gain/Loss”; “Derivatives Gain/Loss”) to record all derivative effects. Others create
more granular accounts or segments (such as tracking per hedge/PO or currency). NetSuite’s flexible Chart of Accounts and Account Groups can be
used to segregate hedge G/L: for instance, an “OCI — Cash Flow Hedge” equity segment can capture cash flow hedge deferrals separately from P/L
accounts. NetSuite’s Statistical Accounts or SuiteAnalytics can assist in analyzing these accounts for disclosure purposes.

On a multi-book account, NetSuite typically posts realized P&L and OCI via manual or automated journals. For example, on closing the books,
NetSuite can book the swap’s settled gain via an AR/AP adjustment or a journal, linking to the hedged item’s payment. Then at period end, revaluation
journals for the open swap position dwell on the hedge accounts: for a cash flow hedge, the valuation hits an Equity account (OCI) rather than a P&L
account. This may be achieved by customizing the foreign currency revaluation to post to an “OCI — Hedge” account, or by manually editing the FX
revaluation journal line’s account. Often, NetSuite administrators will hide these in separate accounts or subsidiary stats for cleaner reporting.
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Example - Starbucks 10-K Policy (NetSuite context): Starbucks notes that it records all derivatives at fair value on the balance sheet (Source:
content.edgar-online.com). If it were using NetSuite, this means each derivative contract likely corresponds to a Balance Sheet account (e.g.

“Derivative Asset — Fair Value”). Starbucks further explains that cash flow hedge gains/losses go to OCI (Source: content.edgar-online.com), and fair

value hedge gains/losses hit interest expense (Source: content.edgar-online.com). In NetSuite, implementing this might involve posting the
derivative’s periodic change to different accounts depending on designation (P&L vs AOCI accounts).

Hedge Accounting Disclosure and Reporting in NetSuite

NetSuite does not “auto-generate” ASC 815 disclosures, but its reporting tools help compile them. With saved searches and customizable financial
reports, users can extract the fair value balances and flows by type of derivative. For instance, a saved search on GL accounts tagged as “Hedge —
Receivables” vs “Hedge — Payables” can list by currency the notional and fair value. The disclosure requirement to present fair values “by type of
contract and by income and expense line” suggests a NetSuite report grouping by derivative category and GL line (Source: dart.deloitte.com).

Qualitative disclosures (strategy, risk) are not drawn from NetSuite but from policy narratives. Quantitative items like “maximum maturity of derivatives
by type” or “amount of ineffectiveness recognized” can be calculated via reports. For example, Starbucks’ management notes that hedge
ineffectiveness is immaterial (Source: content.edgar-online.com); if it were material, NetSuite could produce a figure by comparing actual hedge

results versus expected offsets. Wal-Mart's disclosures show notional and fair value by hedge type, implying they tracked swaps by category in their
system (Source: content.edgar-online.com) (Source: content.edgar-online.com).

NetSuite’s SuiteAnalytics could build real-time dashboards showing, e.g., net open hedge positions and their fair values. Some companies also
embed add-on tools that generate ASC 815 tables (like COPAS style disclosures) directly from systems. However, as of now, no standard NetSuite
module prints an “ASC 815 note”; it is a user-driven report.

Global Perspectives: IFRS 9 vs ASC 815

For a multinational using NetSuite, it's important to recognize divergences between U.S. GAAP (ASC 815) and IFRS 9 (Hedge Accounting) because
NetSuite often tracks both sets of books. The overview in Table 2 (adapted from accounting guides (Source: www.houseblend.io) (Source: kpmg.com)
(Source: kpmg.com) highlights key contrasts.

Table 2: Major Hedge Accounting Differences — IFRS 9 vs ASC 815
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ASC 815 Hedge Accounting in NetSuite: Rules & Disclosures

IFRS 9 (IFRS)

Principles-based economic relationship test; no strict 80—
125% rule (Source: kpmg.com). Entities must exclude
dominant credit risk, and the hedge ratio must match quantities
(Source: kpmg.com). Qualitative methods are allowed. Hedge
ratio can be rebalanced without dedesignation if objectives
unchanged (Source: kpmg.com).

Only recognize excess ineffectiveness beyond a “lower-of”
threshold in P&L (Source: kpmg.com). Time value of money
considered (present value basis for PV hedges) (Source:
kpmg.com). Effective portion flows through OCI (to P&L later)
(Source: kpmg.com). (Net investment hedges use CTA
section).

Prospective test at inception and at least every reporting
period (interim/annual); no mandatory retrospective test
(Source: kpmg.com).

Allows hedging of risk components of non-financial items if
separately identifiable and reliably measurable (Source:
www.houseblend.io). Can aggregate similar exposures.

Risk-management-focused documentation. No form template
specified; qualitative risk objective description required
(Source: d18rnOp25nwr6d.cloudfront.net).

Once designated, an entity may not voluntarily discontinue a
hedge if the risk-management objective remains the same .

Dedesignation only if hedge no longer meets criteria.

No specific requirement to split hedge ineffectiveness/OCI in
statements, but common practice shown in disclosures. IFRS
provides minimal guidance beyond OCI/P&L flows above.

comparison guides (Source: www.houseblend.io)

(Source:

ASC 815 (US GAAP)

Bright-line rule of 80-125% cumulative effectiveness
(prospective test) and identical retrospective test each
period (Source: kpmg.com). If a hedge falls outside
the band or terms change, may require dedesignation.
No allowance for rebalancing — changes in terms often
destroy the designation (Source: kpmg.com).

No separate quantitative ineffectiveness calculation.
Essentially all fair value changes of the derivative
(barring any ineffectiveness) are put to OCI for cash
flow hedges (Source: www.houseblend.io) (Source:
kpmg.com). Ineffectiveness (if any) immediately goes
to P&L. Net invest hedges go to CTA in OCI.

Requires prospective and retrospective tests at
inception and at least quarterly/semiannually (Source:
kpmg.com).

Generally restricts hedging to whole recognized items
or entire firm commitments. Hedging risk components
is mostly limited to nonfinancial commodity inventory
(Source: www.houseblend.io). Aggregated exposures
usually need separate hedges.

Detailed, rules-based documentation at hedge
inception (strategy, instrument terms, hedged item,
risk, method) is required by ASC 815-20 (Source:
www.fasb.org).

Hedging relationship can be voluntarily dedesignated
(for example, to take another derivative) even if

original objectives remain .

US GAAP requires detailed income statement
presentation for qualifying hedges — e.g., changes in
hedged item and hedging instrument must be in the
same line (Source: www.deloitte.com). ASC 815-20-
45-1A requires combined presentation of fair value
hedge results and the corresponding hedged item line
(Source: dart.deloitte.com).

kpmg.com)  (Source: kpmg.com) (Source:

d18rn0p25nwréd.cloudfront.net).

These differences can materially affect reporting. For example, under IFRS a shortcoming in a cash flow hedge (e.g. a tiny time-value mismatch)
might not break the hedging relationship if the overall economics remain aligned. In contrast, under U.S. GAAP that small inefficiency would have
immediately gone to P&L and could endanger the 80—-125% test. NetSuite implementations often exploit its Parallel Book feature to run IFRS and
GAAP books side-by-side, each with its own sequence of hedge accounting adjustments as required.

Data and Evidence on Hedging Practices
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To understand why hedge accounting is important, it helps to look at real-world usage of derivatives. An ISDAI/BCG survey of 1,187 listed companies
across major indices found that 87.1% use derivatives for risk management (Source: www.isda.org). Adoption was similar among industrials (86.6%)
and financials (90%). Importantly, using derivatives empirically delivered benefits: firms using derivatives had lower cash flow volatility, higher returns,
and could finance growth more cheaply (Source: www.isda.org). For example, after a 100-basis-point interest rate shock, hedging firms saw only a 2%
drop in equity value versus 6% for unhedged peers, and firms in Asia that hedged foreign exchange cut currency losses by about 75% (Source:
www.isda.org) (Source: www.isda.org). These studies underscore that derivatives — when properly accounted as hedges — can stabilize earnings and
support investment, which is the economic rationale behind ASC 815'’s stringent rules.

Hedge Accounting in Practice: Case Studies

« Starbucks Corp.: Starbucks extensively hedges its foreign-currency expenses (e.g. coffee bean purchases and intercompany royalty flows) and
interest rate risk® (Source: content.edgar-online.com) (Source: www.fasb.org). In its U.S. GAAP filings, Starbucks clearly delineates fair value vs

cash flow hedges (Source: www.deloitte.com) (Source: content.edgar-online.com). The company highlights that qualifies cash flow hedges flow

into OCI until realized (Source: content.edgar-online.com), and fair value hedges adjust the carrying values (Source: content.edgar-online.com).

Starbucks reported that as of Sept 2024 its hedging activities had immaterial ineffectiveness (Source: content.edgar-online.com), but it did

disclose $90 million of net gains from cash flow hedges realized from OCI during fiscal 2023 (mostly offsetting libor-linked debt interest) (Source:
content.edgar-online.com). For hedge details, see Starbucks’ 10-K, which also provides a transparent breakdown of each derivative class’s

notional and valuation changes.

« Wal-Mart Inc.: A Fortune 10 retailer, Wal-Mart uses interest rate swaps (to manage mix of fixed vs variable debt) and foreign-currency swaps (to
address FX exposures) in its hedging program (Source: content.edgar-online.com). In its 2024 Form 10-K, Wal-Mart states it only settles hedges

used in commercial programs and never for speculation (Source: content.edgar-online.com). All derivatives are recorded at FV, and those not

designated are marked through earnings (Source: content.edgar-online.com). Wal-Mart's disclosures (Note 8) show the classification of FX

forwards by hedged risk and maturity, with OCI balances by hedge category. Notably, Wal-Mart reports the expected AOCI reclass in the next 12
months for cash flow hedges as negligible (Source: content.edgar-online.com), indicating that near-term forecasted transactions may be largely

complete.
« OP Bancorp: This small bank’s 10-Q explicitly summarizes ASC 815 disclosures. It begins:

“ASC 815... provides the disclosure requirements for derivatives and hedging, with the intent to provide users... with an enhanced
understanding of: (a) how and why an entity uses derivative instruments, (b) how the entity accounts for derivative instruments and related
hedged items, and (c) how derivative instruments and related hedged items affect an entity’s financial position, performance, and cash flows."
(Source: d18rn0p25nwréd.cloudfront.net)

n The bank complies by describing its interest-rate swaps (fair value vs cash flow designations) and forwarding positions. It records all

derivatives at FV, then allocates the results to P&L or OCI per ASC rules. Its net profits note how AOCI flows through — though as a small bank
it recognizes “the change in fair value of all derivatives as a change in net assets” like a not-for-profit (per SFAS 133 guidance) (Source:
www.fasb.org). This example underscores the transparency demanded by ASC 815 regulations;, OP Bancorp’s disclosures closely mirror

FASB's illustrative requirements.

« Technology & Services Case: A British FTSE-250 IT services firm (client of NeosAlpha) integrated NetSuite with a treasury system. After
implementing an end-to-end NetSuite—treasury integration, the company achieved real-time visibility of FX swaps and interest hedges at the
consolidated level (Source: www.suiteapp.com). They used alternating recognition (OCI vs earnings) to smooth volatility. While details are
proprietary, this case (from a NetSuite integration partner) illustrates how midsized multinationals are extending NetSuite for global hedge
management.

Across these examples, a few themes emerge: Hedge accounting is widely used in large corporations for managing currency and rate risk,
disclosures are similarly extensive, and without hedge accounting the volatility of reported earnings could be much higher (language like “hedge
accounting is vital to align financial results with risk management objectives” appears in Deloitte commentaries (Source: www.deloitte.com). Moreover,
these companies rely on integrated financial systems to track and report hedges. As the ISDA report shows, hedging is nearly universal among major
firms (Source: www.isda.org), so robust accounting systems are needed. NetSuite, with its cloud agility, can support this need through customization
and integration.

NetSuite Implementation: Processes and Reporting
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Integrating hedge accounting into NetSuite entails both data-process configuration and reporting. Data capture starts with entering the underlying

transactions (e.g. “selling 1 million EUR of products to be paid in USD"). A treasury desk would then execute a derivative (e.g. an EUR/USD forward).
In NetSuite, such a derivative may be recorded either by special transaction entries (custom entries or SuiteApp forms) or synchronized from a
treasury system. The contract details — notional, rates, maturity — and bench rates from a source system (like an exchange or Bloomberg feed) are
needed to compute mark-to-market.

Recording Derivatives

Initial Recognition: When a derivative is entered, it is not booked at inception if no premium is paid (for a par forward, initial FV is zero). For
options or swaps with upfront premiums, NetSuite will record the initial cash flow and a corresponding derivative asset or liability on the books.
Often this is done via Journal Entries (for an entwined society, e.g. “Dr Derivative Asset; Cr Cash”).

Subsequent Measurement: At each reporting date, the fair value of open derivatives must be calculated. A typical process is to use saved
searches or integration scripts that fetch current market rates (FX spot, yield curves) and compute FV. Then NetSuite journals are created to
adjust the derivative accounts to fair value. For instance:

o Fair Value Hedge Example: The swap’s mark-to-market is posted Dr/Cr “Derivative P&L Impact” and Cr/Dr “Swap Payable” to bring it to
value ; simultaneously, the carrying value of the hedged item is adjusted (if required, via an adjustment journal) by the opposite amount into

“Loan P&L Impact” or similar. Both go to P&L categories (Source: www.deloitte.com) (Source: content.edgar-online.com).

o Cash Flow Hedge Example: The swap’s mark-to-market is posted Dr/Cr “Derivative OCI Impact” (an equity account) with a balancing Cr/Dr
to the “Swap Liability” to fair value (Source: content.edgar-online.com). When cash flows occur (e.g. paid interest or realized forward),

NetSuite will move the previously accumulated OCI into P&L. Starbucks illustrates this with its interest rate swaps: it “reclassifies [OCI gains]
to interest income and other, net on our statements... when the forecasted transactions affect earnings” (Source: content.edgar-online.com).

In NetSuite, this is handled by a journal that debits “OCI — Hedge” and credits the corresponding interest expense account.

o Net Investment Hedge Example: The valuation is again put through OCI (translation adjustment account). If the subsidiary is sold, NetSuite
would then realize the cumulative OCI by journaling it into a gain on disposal line.

Effectiveness Testing and Rebalancing: Outcome of testing can change entries. Under IFRS, one might revise a hedge ratio in NetSuite (e.g.
reduce notional) without losing hedge accounting. Under ASC 815, if the contract terms change (say a new notional), the old hedge might be
unwound and a new one created, each tracked separately. NetSuite can record such multi-step hedges via separate entries or fields that link to a
“hedge ID” custom record.

Reporting and Disclosure

Once the books are updated, the next step is extracting disclosure information. NetSuite’s financial reports can be customized to show:

Notional and FV balances: By filtering GL accounts or custom fields, one can generate a schedule of derivative instruments by type and
currency. The required disclosure to present fair values “separately by type of contract and by income & expense line item” (Source:
dart.deloitte.com) suggests clustering gains on interest hedges vs currency hedges, etc. In practice, a spreadsheet export from NetSuite or a
SuiteAnalytics workbook might list “Cross-currency swaps — $50M notional, FV = $2.5M asset (OCI: $2M, P/L: $0.5M)” and so on.

Gains/Losses in OCI and earnings: By running a Profit & Loss report with class/segment filters for hedges, one can see how much was
deferred vs recognized this period. Starbucks, for instance, must have reported in note that $xx of OCI cash flow hedge gains were reclassified
into “Interest expense” in the year (and presumably did so with NetSuite journals) (Source: content.edgar-online.com). NetSuite’s Saved Search

can show AOCI account movements with a date filter. The reclassification entries would be tagged by memo (e.g. “Cash flow hedge
reclassification”) and book.

Hedge Effectiveness: GAAP requires quantifying ineffective portion (even if none, disclosure sometimes notes “ineffectiveness was insignificant”

as Starbucks and Wal-Mart do (Source: content.edgar-online.com) (Source: content.edgar-online.com). NetSuite doesn't inherently compute

effectiveness, but risk teams often export hedge performance data to Excel for this. A footnote might say “no hedge ineffectiveness was
recognized during the period.” If material, a calculation can be prepared externally showing, for example, the portion of hedged interest payments
beyond the 80-125 band.

Cash flow and valuation tables: Some disclosures require future cash flow assumptions (like interest swap payment schedules in IFRS, not
GAAP). NetSuite’s suite can output schedule reports of forward instruments and their projected settlements.
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« Risk disclosures: Companies often describe counterparties’ credit quality or collateral. In NetSuite, any collateral postings are standard balance
entries (e.g. a margin account), which could be reported.

Many businesses create a standard working paper template keyed to NetSuite figures. For example, a “Hedge Disclosure Workpaper” might pull from
NetSuite:

1. From NetSuite foreign earnings accounts, link the hedged forecast transaction amounts.
2. From NetSuite treasury module or subledger, link the derivative notional.
3. From NetSuite AOCI accounts, link the cumulative hedge reserve.

4. From NetSuite P&L, link the period’s hedging gains/losses.

Example - Preparing NetSuite-Based Disclosures

Suppose a company hedges forecasted euro revenues with USD/euro forwards. In NetSuite, they might set up:

e GL Account “Cash Flow Hedge OCI — Euro” (equity).
« GL Account “Cash Flow Hedge Expense — Euro” (P&L line).
« Subsidiary segment for “EU Entity”.

When FX rates change, a revaluation journal credits/debits “LexEuros Forward OCI” and the hedging instrument payable. The cumulative balance in
“LexEuros Forward OCI”" is the AOCI disclosed. When the euro revenue is earned, a reversing journal moves that balance to “Sales — Europe” P&L.
For the 10-K, the disclosure will say, e.g. “€10M of EUR 2025 exports are hedged; $0.4M gain was in AOCI at year-end” — data coming from
NetSuite’s balance of the ‘OCI — Euro Hedge’ account.

Implications and Future Directions

Evolving Standards

Hedge accounting remains under active review by standard setters. Notably, in 2025-2026 the IASB circulated Exposure Drafts (e.g. “Risk Mitigation
Accounting”’ED/2025/1) and the FASB initiated a project on “Targeted Improvements to Hedge Accounting” (Source: www.fash.org). The FASB project
(Feb 2026) specifically aims to refine interest rate risk hedging for HTM securities, tweak the SOFR benchmark rules, and allow certain cross-
currency swaps in net investment hedges (Source: www.fasb.org). Each of these will ultimately modify ASC 815. For NetSuite users, this means
staying alert to configuration adjustments. For example, if cross-currency swaps with different reset dates become allowed, NetSuite’s treasury entries

(and validations) may need new logic to identify these as eligible for net investment hedges.

The IFRS landscape has likewise evolved. IFRS 9 replaced the old IAS 39 hedge rules, and in 2026 IFRS is issuing amendments to IFRS 9/7 (e.g.
ESG-linked loans, power purchase agreements, etc.) (Source: www.houseblend.io). While ASC 815 in the U.S. has not been harmonized with IFRS 9,
some IFRS changes (like requiring more detailed disclosures on certain equity instruments) may influence disclosures under ASC by analogy.
NetSuite integrators have published guides on how 2026 IFRS changes impact systems — for instance, requiring tracking of ESG triggers in IFRS 9-
designated loans (Source: www.houseblend.io). U.S. companies will watch FASB'’s agenda for any asymmetric updates; currently FASB’s hedge

accounting project is narrow rather than a wholesale rewrite.

Regulatory and Business Trends

There is a clear business imperative to integrate treasury and ERP. As NetSuite's treasury blog emphasizes, financial risk often arises in gaps
between systems, and connecting treasury to operations (AP/AR, purchasing) is crucial (Source: netsuite.folio3.com) (Source: netsuite.folio3.com).
NetSuite is positioning itself as an integrated platform: "Treasury Management... lives within the same system running your accounting, inventory, and
order management” (Source: netsuite.folio3.com). The report states that Al and real-time data are increasingly part of treasury — for example, Al-
driven cash forecasting integrated from NetSuite ERP data (Source: netsuite.folio3.com). This means future NetSuite hedge functions may embed
more automation: imagine Al-based identification of exposures or automatic hedge ratio adjustments. Already, anomaly detection and predictive
forecasts are “available inside NetSuite today” (Source: netsuite.folio3.com).
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NetSuite’s acquisition by Oracle and continuing development mean the platform may add features specifically for financial instruments (Oracle’s
broader treasury solutions hint at this). For now, most system-level enhancements for hedge accounting will come via SuiteApp partners or through
NetSuite Professional Services customizing clients’ accounts and books.

From a standard perspective, one implication is that U.S. GAAP’s hedge rules (ASC 815) remain stricter than IFRS, but pressure may build for
convergence. Practitioners often monitor IFRS developments as potential influence on FASB: the current FASB project overlaps with IASB
discussions on “risk mitigation” accounting (Source: www.iasplus.com) (Source: www.fasb.org). If FASB does introduce new guidance (e.g. on HTM
debt hedging), NetSuite setups will need updating to accommodate new allowed hedge types or methods.

Risk Management and Control in NetSuite

Beyond pure accounting, implementing ASC 815 in NetSuite is fundamentally about risk management controls. A strong hedge accounting framework
requires alignment between treasury policies and CFO-level controls. NetSuite aids this by providing audit trails: every hedge entry (dates, users,
memos) is recorded, and ledger balances can be traced back. SuiteFlow (workflow) or SuiteScript can enforce approvals on hedge contract entries,
enforce the creation of documentation records at hedge inception, and even block posting if documentation is incomplete. For example, one best
practice might be to have a custom “Hedge Strategy” record type in NetSuite where the hedging objective and risk are documented. Before a hedge
entry is posted, a SuiteScript could check that a matching Hedge Strategy exists and meets criteria (ensuring it's “documented”).

NetSuite’s permissioning can segregate duties: treasury staff can enter hedges, while finance staff do the valuation and accounting entries. Reports
can show “what has been hedged vs what remains exposed” by comparing market exposures to active hedge contracts. This unified data model
(orders, forecasts in ERP; hedges in treasury) allows for rigorous Simulations and Sensitivity Analyses. INnTReaX’s promotions explicitly highlight
scenario modeling and analytical capabilities on NetSuite data (Source: www.suiteapp.com).

Future Hedge Accounting in Cloud ERPs

Traditionally, hedge accounting has been an overhead, often managed in spreadsheets or specialized systems. But with applications like NetSuite,
organizations can move toward “touchless” or near-touchless hedge accounting. For instance, a company might program NetSuite to automatically
create the reversing entry in OCI when a hedged invoice hits revenue. If fully integrated with a TMS, the whole cycle (from forecast to hedge to
settlement to accounting) could be automated. This raises major internal control considerations: Hedge effectiveness tests would also need to be
automated or at least systematized.

From a technical standpoint, we anticipate NetSuite (or partner) analytics packages showing dashboards of hedge performance, similar to risk
management consoles in treasury systems. Also, if cloud ERP vendors build in more risk modules, future versions of NetSuite might offer more native
hedge functionality (Oracle’s on-premise ERP had a Treasury module; someday NetSuite or Oracle Fusion Cloud might assert similar modules).

Finally, the future of hedge accounting standards themselves could matter. If FASB simplifies hedge accounting (a frequent request from industry to
ease the burden), NetSuite implementations might become simpler. Conversely, if new rules require more types of hedges (e.g. held-to-maturity debt
hedges, as FASB is discussing (Source: www.fasb.org), companies might have to designate additional relationships and NetSuite configurations
accordingly.

Conclusion

ASC 815 (Derivatives and Hedging) provides a comprehensive but complex framework for reflecting risk management in financial statements. Hedge
accounting aligns the P&L impact of derivatives with the timing of the risks they mitigate (Source: www.deloitte.com) (Source: www.fasb.org). It
necessarily involves detailed documentation, strict effectiveness testing, and careful disclosure. NetSuite, as a leading ERP, can support ASC 815 via
its accounting and treasury features, but requires active configuration — especially leveraging Multi-Book Accounting — and often integration with
specialized SuiteApps or TMS. NetSuite’s platform enables a streamlined process: as OneKloudX and InTReaX solutions illustrate, hedge
transactions can be tracked from order to settlement, and ultimately feed into NetSuite’s GL for compliance (Source: onekloudx.com.au) (Source:

www.suiteapp.com).

While ASC 815 is GAAP-focused, companies must often consider IFRS differences. Table 2 highlights how IFRS 9’s more principles-based hedge
tests differ from ASC 815’s bright lines (Source: kpmg.com) (Source: kpmg.com). NetSuite’s multi-ledger setup can run parallel treatments, capturing
differences in bilingual financial statements (e.g., IFRS vs US GAAP AOCI).
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From a strategic viewpoint, the high adoption of derivatives by corporates — over 87% in major indices (Source: www.isda.org) — means that effective
hedge accounting is not optional: it is essential for presenting a true picture of risk-mitigated results. Major companies like Starbucks and Wal-Mart
illustrate how ASC 815 is employed in practice, with detailed notes on fair value adjustments and OCI flows (Source: content.edgar-online.com)

(Source: content.edgar-online.com). Their disclosures demonstrate the type of insights users want — insights that a well-configured NetSuite
environment must be able to supply.

Looking forward, hedge accounting will continue to evolve. FASB’s 2026 project may modify how more complex hedges (like HTM debt) are treated
(Source: www.fash.org), and IFRS’s ongoing amendments could introduce new hedge categories (though those might not immediately affect ASC
815). NetSuite customers should monitor these changes. At the same time, advances in cloud technology and treasury integration suggest hedge
accounting processes will become more automated, reducing error and latency. Ultimately, maintaining high-quality hedge accounting in NetSuite will
hinge on solid internal processes (to ensure proper designation and testing) and leveraging NetSuite’s capabilities (multi-book, treasury connectivity,
analytics). When done well, users of the financial statements — investors, analysts, regulators — will see volatility only where it truly reflects economic
risk, not where it is merely an artifact of rules or accounting timing (Source: www.deloitte.com) (Source: d18rnOp25nwr6d.cloudfront.net).

In conclusion, ASC 815 compliance within NetSuite is entirely feasible but demands attention to detail. Companies must marry finance policy (the
“why” and “how” of hedging) with NetSuite’s technical tools (the “where” in accounts and books). Through extensive disclosure, automated tracking,
and disciplined effectiveness testing, NetSuite can serve as the backbone of a public-company-grade hedge accounting program. All such
implementations should be continually evaluated against authoritative guidance (FASB Accounting Standards Updates, SEC Staff Accounting
Bulletins, etc.) to ensure that every derivative aligns with proper ASC 815 treatment (Source: www.fasb.org) (Source: d18rn0p25nwréd.cloudfront.net).

References: This report's assertions draw on FASB and IASB standards summaries (Source: www.fasb.org) (Source:
d18rnOp25nwr6d.cloudfront.net), major accounting firm guides (Source: www.deloitte.com) (Source: kpmg.com) (Source: kpmg.com), NetSuite

documentation (Source: www.netsuite.com) (Source: netsuitedocumentationl.gitlab.io), expert blogs and case studies (Source: onekloudx.com.au)

(Source: www.suiteapp.com) (Source: netsuite.folio3.com), and real company filings (Source: content.edgar-online.com) (Source: content.edgar-

online.com) (Source: d18rn0Op25nwr6d.cloudfront.net). Each claim above is supported by these authoritative sources.
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