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Executive Summary
This report comprehensively examines NetSuite’s Fixed Assets Management (FAM) capabilities for depreciation setup, methods, and common

pitfalls. NetSuite’s FAM SuiteApp automates fixed asset acquisition, depreciation, revaluation, and retirement (Source: docs.oracle.com),

providing a robust framework for managing asset lifecycles in a cloud ERP environment. We analyze the full depreciation workflow: from initial

configuration of asset categories, depreciation rules, and conventions, through execution of depreciation runs, to financial reporting and reconciliation.

The report compares IFRS vs GAAP requirements, explores the suite’s preconfigured depreciation methods (including straight-line, MACRS, 4-4-5

calendar, and usage-based methods) (Source: docs.oracle.com) (Source: ifrscommunity.com), and details how NetSuite accommodates multi-

currency and multi-book (tax vs accounting) scenarios (Source: docs.oracle.com) (Source: docs.oracle.com).

Critical insights highlight frequently encountered errors: for example, omitting to set an asset type’s “Depreciation Active” flag to true (so an asset

never depreciates) (Source: docs.oracle.com), entering the wrong depreciation start date, or failing to synchronize asset lifetimes and salvage values

across accounting and tax books (Source: www.79consulting.com) (Source: concentrus.com). Expert sources and user community discussions

provide best practices and corrections for these errors (Source: www.79consulting.com) (Source: www.79consulting.com) (Source:

www.79consulting.com). Data from market research underscores the growing importance of fixed-asset software, with the global fixed-asset

management market at roughly $6.0 billion in 2026 (projected to exceed $30.1 billion by 2035) (Source: www.360researchreports.com) and adoption

of cloud-based solutions surging (30%+ growth recently) (Source: straitsresearch.com). Case examples illustrate how companies leverage NetSuite

FAM to ensure compliance (e.g. with IFRS 16 lease accounting) (Source: docs.oracle.com) and improve reporting accuracy.

In summary, NetSuite FAM provides powerful functionality, but success hinges on precise configuration aligned with accounting standards.

Organizations must carefully define depreciation methods, conventions, and accounts and must understand multi-book and regulatory requirements.

When correctly implemented, NetSuite’s automation drastically reduces manual errors; conversely, misconfiguration can lead to significant financial

discrepancies. The report concludes with recommendations for best practices and notes future trends, such as greater automation, AI-driven asset

insights, and evolving accounting standards that will influence fixed-asset management.

Introduction and Background
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Fixed assets – tangible assets like machinery, buildings, and equipment – are critical long-term resources for most organizations. Accounting

standards require systematic depreciation of these assets over their useful lives to match cost to revenue generation (Source: ifrscommunity.com).

Under IFRS (IAS 16), depreciation is defined as “[allocating] the depreciable amount (cost less residual value) of an asset over its useful life” (Source:

ifrscommunity.com). Accepted methods include straight-line, diminishing balance (declining balance), and units-of-production, as long as they reflect

the asset’s actual consumption of economic benefits (Source: ifrscommunity.com) (Source: ifrscommunity.com). Importantly, IFRS explicitly disallows

revenue-based depreciation methods (Source: www.ifrs.org), emphasizing that expense recognition should follow usage patterns, not sales. US

GAAP (ASC 360) is similar in concept but may prescribe certain conventions (e.g. half-year convention for MACRS tax depreciation). A key difference

is that IFRS permits revaluation of assets to fair value, whereas GAAP generally does not. In practice, companies often maintain parallel depreciation

schedules for tax vs accounting purposes (e.g. MACRS vs straight-line) and for multiple reporting standards (local GAAP, IFRS, tax).

With the rise of ERP and cloud software, specialized fixed-asset modules have become standard to handle these complexities. NetSuite, a leading

cloud ERP (now part of Oracle), provides a Fixed Assets Management SuiteApp (often called FAM) to automate the entire asset lifecycle (Source:

docs.oracle.com). Though the NetSuite ERP launched in 1998, the FAM SuiteApp matured in the mid-2010s and has since been widely adopted.

Oracle FAM allows companies to import or create new assets, automatically generate depreciation schedules, handle multi-currency and multi-
book scenarios, and integrate with leases and insurance. The system also supports IFRS 16/ASC 842 lease accounting by treating right-of-use

assets similarly to bought assets (Source: docs.oracle.com).

This report examines the current state of NetSuite’s FAM with respect to depreciation: how to set it up, what methods are available and used,

common errors practitioners make, and how those impact financial reporting. We draw on official Oracle documentation, NetSuite user community

and consulting resources, and financial accounting standards, aiming for a thorough, evidence-based analysis. We include data and trends (e.g. FAM

software market growth (Source: www.360researchreports.com) (Source: straitsresearch.com) and outline implications of evolving standards (like

IFRS 16 lease rules). The goal is to provide a resource for CFOs, accountants, implementers, and auditors to understand both the capabilities of

NetSuite FAM and the best practices/errata around depreciation management.

NetSuite Fixed Assets Management SuiteApp Overview
NetSuite’s Fixed Assets Management SuiteApp automates fixed asset tracking from acquisition through disposal. As Oracle notes, the SuiteApp

“provides automated management of fixed assets acquisition, depreciation, revaluation, and retirement, as well as maintenance schedules and

insurance” (Source: docs.oracle.com). Asset records can be created manually or generated from related transactions (e.g.purchase orders,

expense reports, or inventory transfers), and even mid-life assets (previously acquired) can be imported to capture historical depreciation (Source:

docs.oracle.com). Once assets exist in NetSuite, depreciation schedules can be computed and posted to the General Ledger based on predefined

rules and methods.

Key features of the FAM SuiteApp include:

Automated Depreciation: NetSuite auto-depreciates assets by schedule, posting journal entries for each period (Source: docs.oracle.com). It

can run depreciation in batch (e.g. for all July 2024 in one go) according to each asset’s start date, life, and chosen method (Source:

docs.oracle.com).

Predefined and Custom Methods: The system ships with many “preconfigured depreciation methods” (discussed below) and allows creation of

custom formulas (Source: docs.oracle.com) (Source: theledgerlabs.com).

Multi-Book Accounting: A multi-book add-on lets each asset be linked to multiple accounting books (e.g. local GAAP, IFRS, tax), automatically

converting values to each book’s currency (Source: docs.oracle.com). Each book can follow its own depreciation method and schedule in parallel.

Leases and Revaluations: A Lease module supports IFRS 16/ASC 842 compliance, handling right-of-use assets (Source: docs.oracle.com).

Revaluation entries can be managed for IFRS “revaluation model” users.

Integration: Asset creation can be part of business workflows; for example, approved vendor bills can automatically propose asset records.

Depreciation expense and accumulated depreciation accounts integrate with General Ledger for reporting and budgets.

Overall, NetSuite FAM targets both operational ease and regulatory compliance. It is delivered as a managed SuiteApp bundle, meaning Oracle

periodically updates it automatically (Source: docs.oracle.com). The default settings are geared for common scenarios, but extensive configuration is

available to tailor the process to a company’s needs. In the following sections, we dissect how depreciation in this system is set up, how the available

methods behave, and what errors can occur.

Depreciation Accounting Principles
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Before detailing NetSuite’s mechanisms, we summarize the accounting principles behind depreciation. Under IAS 16 / IFRS, entities allocate an

asset’s cost (less useful salvage) systematically over its useful life (Source: ifrscommunity.com). The choice of method must reflect the pattern of

economic benefits consumption. Permitted methods include:

Straight-Line: Spreads depreciable cost evenly (cost minus residual value) across useful life (Source: ifrscommunity.com).

Diminishing/Declining Balance: Applies a constant percentage (e.g. double declining) each period, so expense is front-loaded.

Units-of-Production (Usage-Based): Depreciates based on actual usage (hours, miles, production units) (Source: docs.oracle.com).

(Sum-of-digits and other systematic forms are also allowed, as long as rational (Source: ifrscommunity.com).)

IFRS’s acceptability of these methods was recently reaffirmed: an IASB clarification (effective 2016) explicitly notes that only methods reflecting

consumption of benefits are appropriate, and specifically disallows revenue-based depreciation methods (Source: www.ifrs.org). U.S. GAAP similarly

emphasizes cost recovery over asset life, with broad method options and specific guidance for tax depreciation (MACRS).

Residual (Salvage) Value: Under both IFRS and GAAP, an estimate of an asset’s scrap value is made; depreciation is calculated on cost minus
salvage. For example, IFRS states depreciation allocates “cost less residual value” (Source: ifrscommunity.com). NetSuite allows entry of either a

residual amount or as a percent of cost. If set incorrectly, salvage can cause errors in schedules.

Depreciation Conventions: Standards may require partial-period depreciation rules. Common conventions include:

Full-Month vs Mid-Month: If an asset is placed in service partway through a month, some policies take either the full month or prorate. In

NetSuite, a Mid-Month convention can be chosen: if the start date is in the first half of the month, depreciation begins that same month; if in the

second half, it is deferred to the following month (Source: docs.oracle.com).

Half-Year (Annual): For annual depreciation schedules, many use a half-year convention (treating mid-point as acquisition). NetSuite allows

selection of Half-Year or None for annual methods.

Impairment and Revaluation: Assets may be impaired or revalued (under IFRS’s revaluation model). NetSuite FAM supports revaluation entries,

adjusting asset values and recalculating depreciation prospects.

In practice, companies often track two (or more) parallel depreciation sets: e.g. one for IFRS/GAAP financial reporting, another for income tax

purposes. NetSuite’s Alternate Depreciation feature allows each asset to carry multiple methods and lives (e.g. one column for corporate reporting,

another for tax) (Source: docs.oracle.com). For instance, a UK company might use the statutory straight-line life for book reporting and the Capital

Allowance method for tax, both tracked in one asset record (Source: docs.oracle.com).

Adherence to these accounting principles during configuration is critical. The ability of NetSuite to match them makes it a powerful tool, but only if

properly set up. Advanced features like NetSuite’s lease accounting have made it easier to comply with complex recent standards (IFRS 16/ASC 842

require virtually all leases on the balance sheet from 2019 onward (Source: docs.oracle.com). The Fixed Assets SuiteApp includes a Lease module

that automates lease record creation, payment schedules, and journals (Source: docs.oracle.com), ensuring compliance with these new rules.

Depreciation Setup in NetSuite

Fixed Assets System Preferences

Before creating individual assets, certain system-wide preferences in NetSuite determine how depreciation is handled. These are accessed under

Fixed Assets > Setup > System Setup. Key settings include:

Depreciation Schedule “Precompute”: Enables automatic generation of depreciation schedules for newly entered assets. By default, NetSuite

runs a weekly script (typically Sundays) that populates schedules for any assets lacking one (Source: docs.oracle.com). This ensures that assets

created via CSV import or manually will have their full-life schedule ready without manual intervention.

Asset Setup Subtab: Preferences here govern asset record creation and editing (Source: docs.oracle.com). For example, enabling “Run Server
Scripts on CSV Import” is important when importing mid-life assets, as NetSuite scripts update values post-import (Source: docs.oracle.com).

Another option is “Allow Asset Value Editing”, which, when checked, allows administrators to modify asset costs and values after creation;

otherwise, asset values become fixed once the asset exists (Source: docs.oracle.com). The related “Allow Negative Asset Cost” preference

(enabled only if value editing is on) permits negative values, though negative costs should be used cautiously (Source: docs.oracle.com) (Source:

docs.oracle.com).
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Asset Management Subtab: Here you define global depreciation behavior (Source: docs.oracle.com) (Source: docs.oracle.com). Notably,

“Summarize Journals By” lets you control journal entry grouping: you can consolidate depreciation entries to the Parent asset, to a Sub-

Category, or by Asset Type (Source: docs.oracle.com). Changing this preference triggers new forecast values (the schedule is re-created from

each asset’s last depreciation date) (Source: docs.oracle.com). Other subtab options include restricting proposal rejections and automatic asset

proposals from transactions.

One critical preference under Asset Management is “Use Lease Term as Asset Life” (Source: docs.oracle.com): if checked, any asset generated

from a lease will use the lease contract term as its life. Failure to enable this can cause leased assets to depreciate incorrectly. Another is “Include in
Depreciation” (on Asset Types, discussed below) to activate an asset type for depreciation.

Mass deployment organizations often add multiple roles or users here. The FAM Setup guide warns that poor FAM setup (incorrect grouping or

missing preferences) can break the automated process, so administrators should carefully review this panel (Source: docs.oracle.com) (Source:

docs.oracle.com).

Asset Types and Asset Records

NetSuite uses Asset Types to define defaults and rules for groups of assets. Each asset record must be assigned an Asset Type. The setup path is

Fixed Assets > Setup > Asset Types > New. An Asset Type will include defaults for many fields when new assets of that type are created (Source:

docs.oracle.com). Crucial fields on an Asset Type are:

Accounting Method (Default Depreciation Method): The default formula (straight-line, MACRS, etc.) used for new assets of this type (Source:

docs.oracle.com).

Residual (Salvage) Percentage: By default, the percentage of cost an asset will have as salvage at end-of-life (Source: docs.oracle.com).

NetSuite will calculate a residual value as cost × (residual %) unless an explicit residual amount is given at the asset level.

Depreciation Rules: Options include “Depreciation Active” (True/False) (Source: docs.oracle.com). If set to False, any asset of this type is

excluded from depreciation – a common user mistake is leaving it False by oversight (Source: docs.oracle.com). Other rules include: “On Project

Completion” (for project-related assets, only start depr. when project closes) (Source: docs.oracle.com), or “Operating Lease” (use lease term as

life) as noted above.

Depreciation Period: Whether assets of this type depreciate monthly or annually (NetSuite will not prorate beyond the chosen period setting).

Conventions: If annual, a Half‐Year convention can be selected; if monthly, Mid-Month or None can be selected. The Mid-Month option works as

explained earlier (Source: docs.oracle.com).

Accounts: General Ledger accounts for Accumulated Depreciation and Depreciation Expense (charge) are set here. Writing-off assets also has

designated accounts.

For example, if you buy a machine for $100,000 with an estimated 10% salvage, you would set Residual % = 10%. If depreciation is straight line over

5 years, each year’s expense (ignoring conventions) is $(100,000 – 10,000)/5 = $18,000. NetSuite allows these values to be captured on the Asset

Type, simplifying data entry for each asset.

On the Other Methods (or Alternate Depreciation) subtab of an Asset Type, you can attach additional default methods for other books (e.g. tax)

(Source: docs.oracle.com). This is how NetSuite links a separate depreciation method per accounting book. For example, a UK asset type could

default to straight-line for “United States Note: This while IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation

IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation

IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation

IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation IFRSfoundation

IFRSfoundation IFRSfoundation, and for tax book default a capital‐allowance style method (Source: docs.oracle.com). Alternate methods are

automatically computed during depreciation but do not post to GL – they are for informational tracking (Source: docs.oracle.com).

Asset Record Fields

Once Asset Types exist, users create individual Asset records (Fixed Assets > Transactions > Asset Management or via CSV). Key fields on each

asset include:

Description, Acquisition Date, Acquisition Value: Self-explanatory. Acquisition Value becomes the Original Cost of the asset.

NetSuite FAM Depreciation: Setup, Methods & Common Errors

Page 4 of 13

https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/article_1118051157.html#:~:text=regardless%20of%20transaction%20status%20,AL
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/article_1118051157.html#:~:text=Summarize%20Journals%20By%20%20,any%20of%20the%20following%20options
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/article_1118051157.html#:~:text=Summarize%20Journals%20By%20%20,any%20of%20the%20following%20options
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/article_1118051157.html#:~:text=Summarize%20Journals%20By%20%20,any%20of%20the%20following%20options
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/article_1118051157.html#:~:text=regardless%20of%20transaction%20status%20,AL
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164861799775.html#:~:text=4,see%20FAM%20Lease%20Setup%20Subtab
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/chapter_3891643944.html#:~:text=Is%20there%20a%20limit%20to,that%20the%20module%20can%20handle
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=Before%20creating%20an%20asset%20record%2C,in%20reports%20and%20during%20processing
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=,recorded%20in%20the%20accounting%20system
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=,recorded%20in%20the%20accounting%20system
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=,from%20the%20following%20options
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=,from%20the%20following%20options
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=,when%20the%20project%20is%20completed
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=%2A%20Mid,July
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=On%20the%20Other%20Methods%20subtab%2C,asset%20depreciation%20but%20don%27t%20generate
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_164862669287.html?source=post_page---------------------------#:~:text=On%20the%20Other%20Methods%20subtab%2C,asset%20depreciation%20but%20don%27t%20generate
https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/netsuite-fixed-assets-depreciation-setup-methods


Depreciation Start Date: The date depreciation begins. For physical assets, this is often date placed in service. NetSuite will calculate pro-rated

depreciation from this date, respecting conventions. Entering the wrong start date is a common error (leading to budgets being off by a month, as

noted by consultants) (Source: www.79consulting.com).

Asset Life (AL) or Average Life: The useful life of the asset, in years (if period = years) or in periods (if monthly). This must align with chosen

method (e.g. a 5-year life for straight-line, or a MACRS life for US tax).

Residual Value or Percentage: As above, the anticipated end-of-life value. It can be a fixed amount or percent. If set to zero, NetSuite uses zero

salvage.

Asset Type, Category, and Book(s): You must link an asset to its type and subsidiary. If multi-book is enabled, you also “link” the asset to a

specific accounting book for depreciation. Each asset can exist in multiple books if needed.

Location/Department (Class, Location, Department): These optional fields are for reporting segmentation. They do not affect depreciation

calculations but can be used to filter journals and reports.

After creation, the asset will have a Depreciation Schedule (viewable via the “Depreciation” subtab or reports). This tab shows year-by-year (or

period-by-period) details of ending book values and depreciation amounts. NetSuite computes this schedule based on the method and fields above,

once the asset record is saved (or after the nightly Precompute script).

When asset details change (e.g. lifetime or cost adjustment), NetSuite can recompute schedules. For example, the Asset Type’s depreciation rule

has options to determine how existing depreciation is handled upon a change (Source: docs.oracle.com). Selecting “Current Period” will recalc

depreciation to date and post differences immediately; “Remaining Life” only affects future periods. Understanding these choices is important: in

practice, adjusting lives mid-course requires either depreciating to date or accepting some restatement of past depreciation.

Finally, NetSuite allows grouping assets via Parent/Child hierarchy. If a parent asset has children, you can roll up depreciation from children to

parent in journal entries (controlled by the Summarize Journals By preference (Source: docs.oracle.com). This is useful for consolidated reporting

(e.g. an equipment assembly with sub-components).

In summary, careful definition of Asset Types and asset attributes is crucial. These settings determine how depreciation flows through NetSuite. The

asset record provides the specific inputs (cost, date, life) that the system uses to apply the chosen formula.

Depreciation Methods and Formulas in NetSuite
NetSuite’s FAM comes with a broad set of standard depreciation methods out-of-the-box (Source: docs.oracle.com) (Source: docs.oracle.com). These

cover the most common global practices and provide templates for custom methods if needed. Preconfigured methods include:

Straight-Line: The default method, allocates (Cost – Salvage) evenly. It does not have a special name in the list but is denoted simply “Straight

Line” (Source: docs.oracle.com). This aligns with IFRS and general GAAP practice. e.g., an asset with NB (original cost) of $100,000, residual

$10,000, and 5-year life gives annual depreciation $(100k–10k)/5=$18,000 (Source: ifrscommunity.com). (Because this method is foundational

and well known, NetSuite provides it out of the box.)

Diminishing Balance 150%, 200%, 250% (MACRS): Named “150DB”, “200DB”, “250DB” in NetSuite (Source: docs.oracle.com). These

correspond to MACRS (Modified Accelerated Cost Recovery System) rates used for U.S. tax. For 150% and 200%, NetSuite’s algorithms switch
to straight-line partway through, in accordance with IRS rules (Source: docs.oracle.com). For example, the 150DB method calculates depreciation

as the greater of two formulas: $(NB!-!RV)\times(1.5/AL)$ or $(NB!-!RV)/(AL-CP+1)$, switching around one-third of the way through the asset’s

life (Source: docs.oracle.com). The 200DB is similar but uses 2.0× factor for faster initial depreciation (Source: docs.oracle.com) (Source:

docs.oracle.com). Companies using MACRS often depend on these prebuilt templates to match IRS depreciation tables.

Reducing Balance (Fixed %): NetSuite includes fixed-percentage declining balance options, e.g. “25% Reducing Balance” (Source:

docs.oracle.com). This simply depreciates at 25% of remaining NBV each year, not switching to straight-line. Such a method may be used in tax

jurisdictions with flat-rate declines or for specialized assets. The formula effectively is NBV × 25% each period.

Sum of Years’ Digits (SYD): Called “Sum of Years Digits” (Source: docs.oracle.com). This accelerated method applies a fraction whose

numerator is the remaining life and denominator is the sum of digits (for a 5-year life, the fractions each year are 5/15, 4/15, 3/15, 2/15, 1/15). It

accelerates depreciation early on. IFRS supports SYD as it is a rational pattern method.

Asset Usage (Units-of-Activity): Also labeled “Asset Usage (Asset Activity) Depreciation” (Source: docs.oracle.com). This is the units-of-
production method. NetSuite allows entering an expected total activity for an asset’s life (e.g. 50,000 miles on a truck). At acquisition, it

computes a per-unit rate $(\text{Cost} - \text{Salvage})/\text{Total Units}$. As activity (e.g. miles driven) is recorded periodically, depreciation
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expense = per-unit rate × units used in period (Source: docs.oracle.com). For example, a vehicle with $17,000 net cost (after $2,000 salvage) and

a 50,000-mile life has $0.30 per mile depreciation (Source: docs.oracle.com). Such usage-based methods are IFRS/GAAP-compliant if usage

truly drives value, and NetSuite’s built-in logic covers all calculations (Source: docs.oracle.com).

4-4-5 Calendar Depreciation: A specialized method for entities using 4-4-5 week accounting calendars (common in retail/wholesale). NetSuite’s

“4–4–5 Calendar Depreciation Method” computes depreciation daily and pro-rates it by actual days in period using a 4-4-5 week scheme

(Source: docs.oracle.com). The formula is 12*((CC–RV)/AL)*(DP/FY) , where FY (year days) reflect 4w,4w,5w months (Source:

docs.oracle.com). A detailed example shows month durations of 28, 28, 35 days, etc (Source: docs.oracle.com). NetSuite warns that one should

disable any “pro rata 30-day” convention when using 4-4-5, since the uneven months otherwise distort the result (Source: docs.oracle.com). This

method is a good example of NetSuite supporting industry-specific practices.

Capital Allowance Year 1 / Year N: These capture UK‐style tax relief. “Capital Allowance Year 1” applies a first-year allowance (e.g. 100% or

18/8 first year), while “Year N” covers subsequent years (Source: docs.oracle.com). These use special formulas based on IRS rules (though UK-

specific details are customizable). Companies with UK tax books can use these to track tax depreciation under capital allowance schemes.

Fixed Declining: A version of declining balance with a constant factor (not explicitly listed in preconfigured list excerpt, but available under Other
Methods or custom methods).

Straight Line Remaining: Depreciates the remaining depreciable amount on a straight-line basis, often used when rewriting remaining life

without affecting already-posted depreciation (Source: docs.oracle.com).

Zero Depreciation: Effectively keeps NBV constant (all depreciation goes to zero), used for special cases.

These standard methods cover most needs. NetSuite also supports custom formulas (e.g. summing digits, half-year convention manually) if a

business has a unique requirement. When creating a method (Fixed Assets > Setup > Depreciation Methods > New), you can pick any of the above

as a template or define a new one (Source: theledgerlabs.com).

The formulas behind these methods catalog exactly how NetSuite calculates each period’s depreciation factor. For instance, the Double Declining
Balance (“200DB”) uses the formula ((NB–RV)*(2/AL)~((NB–RV)/(AL-CP+1)  (Source: docs.oracle.com), meaning it takes 200% of straight-line

initially, then switches to straight-line when that gives a higher charge. IFRS does not mandate any particular depreciation method, only that it reflect

usage. NetSuite’s flexibility allows compliance: a company can choose the method that aligns with its policy (and regulatory requirements).

Table 1 below summarizes key built-in methods and their formulas or logic.

NetSuite FAM Depreciation: Setup, Methods & Common Errors

Page 6 of 13

https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app#:~:text=Usage,depreciation%20rate%20is%20calculated%20as
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app#:~:text=machine,depreciation%20rate%20is%20calculated%20as
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app#:~:text=Usage,depreciation%20rate%20is%20calculated%20as
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/bridgehead_4302913229.html#:~:text=The%204,the%20base%20period%27s%20end%20date
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/bridgehead_4302913229.html#:~:text=Formula%3A%2012%2A%28%28CC
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/bridgehead_4302913229.html#:~:text=Period%20%20,210
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/bridgehead_4302913229.html#:~:text=Note%3A
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_N2137654.html?source=himalayas.app
https://theledgerlabs.com/netsuite-fixed-asset-management/#:~:text=Step%205%3A%20Configuring%20Depreciation%20Methods
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/bridgehead_N2139600.html#:~:text=%28%28NB
https://houseblend.io/?utm_source=pdf
https://houseblend.io/articles/netsuite-fixed-assets-depreciation-setup-methods


DEPRECIATION
METHOD

TYPE / USE CASE DESCRIPTION / FORMULA

Straight Line Standard reporting method
(Cost – Salvage) / Useful Life . Even depo each period

(Source: ifrscommunity.com).

150% Declining
Balance

U.S. MACRS (accelerated) (Source:

docs.oracle.com)

Higher of ((NB–RV)*(1.5/AL)  or ((NB–RV)/(AL–CP+1) , switching

~1/3 life. (Source: docs.oracle.com)

200% Declining
Balance

U.S. MACRS (doubled) (Source:

docs.oracle.com)

Similar to 150DB but with 2/AL  factor, switches to SL when it

overtakes. (Source: docs.oracle.com)

250% Declining
Balance

Nonstandard accelerated (rare) Faster triple-rate depreciation, transitions to SL; used if needed.

25% Reducing
Balance

Fixed % decline Depreciates 25% of remaining NBV each year (formula: NBV×25% ).

Sum of Years’ Digits

(SYD)

Accelerated (front-loaded) (Source:

ifrscommunity.com)

Uses fraction ( remaining life / sum-of-digits ). e.g. 5yr:

5/15,4/15,...

Asset Usage (Units)
Usage-based (units-of-production) (Source:

docs.oracle.com)

Rate = (Cost–Salvage)/Total Expected Usage . Period

Depreciation = Rate×units used (Source: docs.oracle.com)

4-4-5 Calendar
Calendar pro-rata with 4-4-5 week months

(Source: docs.oracle.com)

Formula: 12*((CC–RV)/AL)*(DP/FY) , prorated by actual days

(28,28,35,28,28,35,…). (Source: docs.oracle.com)

Capital Allowance
Year 1

UK tax first-year allowance (Source:

docs.oracle.com)

Applies 1st-year tax relief (e.g. 100% or 18/8) to reduce NBV

immediately.

Capital Allowance
Year N

UK tax subsequent years (Source:

docs.oracle.com)

Applies standard capital allowance rate (e.g. 18%) on remaining NBV

annually.

Fixed Declining Generic declining balance
Declines by fixed % (set rate) each year, never switches to straight-

line.

Straight Line
Remaining

SL on remaining balance (after revision) Depreciates on SL basis from current NBV over remaining life.

Zero Depreciation No depreciation (hold NBV) NBV remains constant; expense always zero.

Table 1: NetSuite Preconfigured Depreciation Methods, Types, and Formulas (Source: docs.oracle.com) (Source: docs.oracle.com) (Source:
docs.oracle.com) (Source: docs.oracle.com) (Source: docs.oracle.com). “NB” = Net Book value at period start, “RV” = Residual (salvage), “AL” =
Asset Life, “CP” = Consumption Period or prior periods. “DP/FY” = Days in Period / Days in full year (see example below).

The 4-4-5 method deserves a brief numerical illustration. NetSuite defines a 4-4-5 fiscal year as repeating blocks of 28, 28, and 35 days. For

example, in 2015 the first period was Jan 1–Jan 28 (28 days), second was Jan 29–Feb 25 (28), third Feb 26–Apr 1 (35), etc (Source:

docs.oracle.com). If a $120,000 asset (0 salvage) with 10-year life uses 4-4-5, annual dep = 12*(120k/10)*1  = $144,000/year prorated by actual

days each month. NetSuite’s schedule would allocate slightly varying monthly amounts to exactly exhaust the asset over 120 periods of mixed length

(Source: docs.oracle.com). Thus, calendar irregularities are precisely handled by the built-in method.
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Beyond these, NetSuite allows user-defined methods for any special needs (e.g. manufacturer-specific formulas). Nearly any depreciation scheme

that can be formulated mathematically may be set up, subject to NetSuite’s formula constraints. The existence of preconfigured methods saves effort:

a consultant notes that once these are enabled (step of FAM setup), each new asset type simply selects one as the default (Source:

theledgerlabs.com). This aligns with best practice: configure methods first, then assets.

Multi-Book Accounting and IFRS/GAAP Considerations
Global companies often report under multiple accounting standards simultaneously (e.g. IFRS and local GAAP, or tax vs corporate). NetSuite’s Multi-
Book Accounting for FAM addresses this need (Source: docs.oracle.com). With the multi-book add-on, each fixed asset record can hold multiple
parallel sets of values – one per accounting book. For each book, a separate base currency and set of GL accounts apply. For example, a

corporation can track Asset Original Cost, Current Cost, Accum Depreciation etc. in both its corporate (e.g. USD, GAAP) book and a tax (e.g. USD,

tax) book (Source: docs.oracle.com). NetSuite automatically converts any non-base currency transaction into each book’s base currency at

acquisition. Thereafter, depreciation in each book is computed on the historical-currency basis for that book’s value (Source: docs.oracle.com).

Key points in multi-book FAM:

Parallel Currencies: Each book has its own base currency. Depreciation calculations for an asset use the base-currency amount recorded when

the asset was acquired in that subsidiary (Source: docs.oracle.com). For instance, if subsidiary A’s base is USD and B’s base is EUR, an asset

bought in GBP 100 at GBP→USD 1.5 would show USD 150 in A’s book. Both books then depreciate their local-currency value.

Independent Methods: Each book can use a different depreciation method and life (for example, straight-line in one book and MACRS in

another). NetSuite ties a specific depreciation method to each book-entry via the asset’s “Accounting Book”.

Journals: When depreciation runs, NetSuite generates separate journal batches for each book. As a result, the G/L will have distinct entries

(possibly in different currencies) for each book’s depreciation.

Regulatory Example – IFRS vs Tax: A common scenario is IFRS vs tax. IFRS may allow a revaluation model (to fair market value), whereas tax

is purely cost-based. NetSuite permits a “Revaluation” of accumulated depreciation in an IFRS book while keeping the tax book entirely at cost.

The IFRS book can then switch to straight-line on revalued basis, per IAS 16 flexibility (Source: blog.odecloud.com).

Lease Accounting under IFRS 16 (and ASC 842) fundamentally relies on depreciation: a right-of-use lease asset must be amortized. NetSuite’s FAM

includes a Lease Accounting feature (Source: docs.oracle.com). Leases are recorded as fixed assets and depreciated, plus interest expense is

calculated on the lease liability. This allows companies to meet the 2019 effective date for capitalizing virtually all leases. Leases can either use the

alternate depreciation formula “on the fly” or rely on the same methods used for ordinary assets; enabling the “Use Lease Term as Asset Life” setting

(Source: docs.oracle.com) ensures that the asset life equals the lease term, in compliance with IFRS16/ASC842 requirements.

From a future perspective, multi-book is significant. As one consultant notes, NetSuite FAM fully supports the IAS 16 revaluation model (an IFRS

option) by treating revaluations as regular asset adjustments (Source: blog.odecloud.com). Thus, companies operating under IFRS can use NetSuite

to implement cost and revaluation models side by side (e.g. IFRS book vs local GAAP book) (Source: blog.odecloud.com). The system’s flexibility

means a change in accounting standards (e.g. an amendment to IAS 16) can typically be addressed by creating or selecting the appropriate methods

and re-running depreciation.

Oracle acknowledges that in complex, global deployments, organizations must pay special attention to multi-book effects. In particular, one must run
depreciation using NetSuite’s built-in processes rather than custom journal entries, because “custom journals don’t work with Multi-book

accounting” (Source: docs.oracle.com). This means a common pitfall is attempting to manually adjust depreciation in a multi-book environment –

Oracle’s documentation warns that only the automated Asset Depreciation routine will properly hit all books (Source: docs.oracle.com). In essence,

multi-book forces each book’s processes to be handled algorithmically to avoid discrepancies.

Running Depreciation and Processes
Once assets are configured, actual depreciation must be processed. NetSuite provides both automated and manual steps:

Generate Depreciation Values (Precompute): As mentioned, the system automatically forecasts full-life schedules for new assets using the

“Precompute Depreciation Values” script (Source: docs.oracle.com). This creates a depreciation schedule record for every asset. If you wish to

trigger it manually (for example, after importing many assets), a “Precompute Depreciation Values” button is available on the Fixed Assets Setup

page (Source: docs.oracle.com). Once a schedule exists, NetSuite will update it if underlying data changes (e.g. altering salvage or asset life).
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Asset Depreciation Transaction: Each accounting period, the business must execute the depreciation process to post actual depreciation. This

is done via Fixed Assets > Transactions > Asset Depreciation. On that page, you select the period-end date and which asset types (or all assets)

to include (Source: docs.oracle.com). NetSuite then automatically determines exactly which assets need depreciation (checking the asset’s

start date, last depreciation run, life, and chosen method) (Source: docs.oracle.com). It calculates the depreciation amount for the period and

posts a batch of GL journal entries for all selected assets. The postings are usually a debit to Depreciation Expense (P&L) and credit to

Accumulated Depreciation (Balance Sheet). The process works for each book if multi-book is used. Importantly, as noted, NetSuite only creates
one journal entry per group (parent, subcategory, or asset type, per the summary preference (Source: docs.oracle.com), not separate entries

per individual asset. This batching simplifies the GL and speeds up processing.

Schedule Review: After running depreciation, the Depreciation History tab on each asset will show the updated periods, and the Transaction ID

of the journal entry that was posted. Reconciling the Fixed Asset Register to the general ledger is done via saved searches or reports. Oracle

provides a “Fixed Assets Depreciation Schedule” report and a “Fixed Asset Register” search that list depreciable values. One should compare the

sum of accumulated depreciation (debit Bal Sheet) plus net book values (NBV) of assets to the asset summary on the Balance Sheet (Source:

www.79consulting.com). Discrepancies often signal setup issues (as in the 79Consulting “challenge” of register vs BS mismatch (Source:

www.79consulting.com).

Adjustments: If an asset’s details change after depreciation has been posted (e.g. corrected original cost, surrendered asset, altered lifetime),

adjustments are handled carefully. NetSuite allows Deleting/Reversing Depreciation if done within the same open period: one can void the

journal and remove entries (Source: concentrus.com). For periods already closed, adjustments are treated via “adjustment” entries. For example,

if a wrong lifetime was used, one can revise the life and run future depreciation differently; or if the asset was fully depreciated incorrectly, manual

corrections (or depreciation schedule reset) are needed (Source: concentrus.com) (Source: www.79consulting.com). Entering these adjustments

correctly is critical to not corrupt the schedule or the GL.

Reporting and Analytics: Oracle NetSuite provides standard reports (Asset Register, Depreciation Schedule, Depreciation Forecast) and KPIs

(e.g. fixed asset turnover ratios). Companies often build saved searches to analyze depreciation. For example, an audit-ready process might

require an Asset Depreciation Detail report and an Asset Reconciliation report to verify that all assets have depreciation up to date and that

totals match the GL’s accumulated depreciation balances.

In sum, the execution of depreciation in NetSuite is straightforward if setup is correct. The system automates what was once laborious (calculating

prorations, posting each asset’s journal, etc.). However, it relies on administrators understanding how to control the schedules. For example, when

closing a FY, one should ensure all depreciation runs are complete, possibly locking asset changes to prevent out-of-period postings. The Oracle

guidance warns that running Depreciation out of order or twice in one period can create errors. Practitioners should record each depreciation run

(date, period covered) and reconcile at month-end to prevent omissions or duplicates.

Common Mistakes and Pitfalls
Despite the automation, many organizations encounter setup and usage errors in NetSuite FAM. We summarize frequent mistakes, supported by

user discussions and expert notes:

1. Asset Type Not Set to Depreciate – If the Asset Type’s Depreciation Active option is False, assets of that type will never be included in

depreciation runs (Source: docs.oracle.com). This is an easy oversight. The effect is that assets sit on the register at original cost indefinitely.

Practitioners should verify this flag is True for all types needing depreciation. (Conversely, if a non-depreciable type is incorrectly included, it can

be excluded by setting False.)

2. Incorrect Depreciation Start Date – Entering the wrong start date on an asset (e.g. off by a month) causes its schedule to shift. NetSuite then

creates depreciation beginning too early or late. As one consultant notes, “mistakenly entered wrong Depreciation Start Date after journals

created” is a common issue (Source: www.79consulting.com). The fix often involves deleting the scheduled entries created and then re-running

depreciation from the correct start date. However, this can be disruptive if not caught early.

3. Wrong Asset Lifetime – If the asset’s life (useful life) is entered too short or too long, depreciation expense is distorted. For instance, a 60-month

life entered instead of 36 months will under-depreciate monthly. Users sometimes don’t realize that editing the life after running depreciation

doesn’t automatically adjust past entries unless they choose a revision option. The 79Consulting blog highlights this: specialists ease “correcting

the asset lifetime” after depreciation has started (Source: www.79consulting.com), typically by editing the asset and performing an adjustment

calculation. Frequent asset lifetime corrections indicate initial setup wasn’t reviewed carefully.
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4. Overstated Asset Values: A known issue arises when vendor credits (reducing the asset’s cost) come after asset creation. If an asset was

created from a purchase, then a subsequent vendor credit is applied, the net asset cost on the BS should drop. However, NetSuite’s asset record

still shows the original higher cost, causing the fixed asset register and balance sheet to be out of alignment. The advice (per 79Consulting) is

either to manually edit the asset’s Net Book Value to match the credited amount or to post a zero-impact adjusting entry and adjust saved

searches (Source: www.79consulting.com). This is a subtle mistake: the system doesn’t auto-adjust asset cost when credits post to GL.

5. Conventions and Proration – Misunderstanding the depreciation rule can skew results. For example, if using 4-4-5 Calendar, one must disable
the 30-day pro-rata convention; otherwise, depreciation days differ from the 4-4-5 actual days (Source: docs.oracle.com). Similarly, the Mid-

Month rule (if enabled) will shift depreciation to the next month if the start date is in the latter half (Source: docs.oracle.com). Failing to apply the

right convention for your country’s fiscal calendar can lead to small but accumulating mismatches.

6. Leaving Depreciation Schedules Blank – NetSuite requires a schedule to run depreciation. Sometimes a new asset is created via CSV or API,

and the scheduled task to “Precompute” hasn’t run yet. If users attempt a depreciation run on that asset’s period before the schedule exists, the

asset will be skipped. Administrators should ensure that either the weekly script has run or manually trigger “Precompute” so all assets have

schedules (Source: docs.oracle.com). (A community FAQ notes that assets won’t depreciate if they lack an associated schedule record.)

7. Not Running Depreciation Timely – A less obvious mistake: NetSuite will not automatically run depreciation when the period arrives.

Administrators must actively run the “Asset Depreciation” process each month (or year) for the desired assets. Forgetting this step simply causes

depreciation to lag behind. It’s akin to not posting period-end accruals; assets will still appear to have previous balances. Users should schedule a

monthly reminder.

8. Multi-Book Missteps – As noted, custom journals are disallowed in multi-book (Source: docs.oracle.com). Another pitfall: assuming depreciation

is one-size-fits-all. For example, an organization might have set an accounting (IFRS) life of 10 years but forgot to set a shorter tax life in the

alternate method for the tax book. Then the tax book would incorrectly depreciate too slowly. Each book’s method must be explicitly set up per

asset type.

9. Not Using Approved Methods – IFRS forbids certain methods (e.g. revenue-based) (Source: www.ifrs.org). While NetSuite English interface

generally prevents nonsensical formulas, a risk is that an administrator might try to manually force an unacceptable approach. Always use the

built-in, allowed formulas. (For example, do not attempt to make a “book value by revenue” formula.)

10. Residual Value Errors – Setting residual too high or forgetting it can overstate net book value. If residual value is nonzero, depreciation will

never reduce NBV below that level. In one scenario, a user forgot to clear the default 10% salvage on an asset, so NBV plateaued and

depreciation ceased early. Diligence: check each asset’s salvage value.

11. Data Migration and Import Issues – When bringing legacy assets into NetSuite, mapping their historical depreciation is complex. A common

error is to import and mark them with full current depreciation, but then run NetSuite depreciation and double-depreciate them. The correct

approach is to import with asset history up to date, then set the last depreciation run date accordingly. NetSuite’s documentation advises careful

use of CSV imports for “mid-life” assets with proper run dates (Source: docs.oracle.com).

12. Repairs Classified Wrongly – Not directly NetSuite specific, but note: if a component of a parent asset is treated as an asset vs repair expense,

the parent’s depreciation could be wrong. This is an accounting question often impacting systems. The system can handle parent/child but the

hierarchical set-up must match the underlying accounting policy.

Each of these mistakes has been documented by users or consultants (Source: www.79consulting.com) (Source: www.79consulting.com) (Source:

concentrus.com) (Source: docs.oracle.com). The consequences range from minor reporting discrepancies to material misstatements. Thorough

design reviews, controlled testing (in sandbox), and reconciliations (FAM vs GL) are the best defenses. For instance, periodic checks of the Fixed

Asset Balance Sheet vs asset register totals can catch if assets were skipped or mis-scaled. The consulting advice is unanimous: test FAM
configuration on sample assets and periods before going live, and involve accounting and audit teams in validating rules.

Case Examples and Illustrations
To illustrate how these concepts play out in practice, consider two hypothetical scenarios informed by common user experiences:

Case 1: Manufacturing Company with GAAP/Tax Books. A mid-size manufacturer uses NetSuite globally. Under U.S. GAAP, they apply straight-

line depreciation to all equipment, but for tax they use MACRS. In NetSuite, they enable Multi-Book with two books: GAAP and Tax. Their asset type

“Machinery” has default method “Straight Line” in GAAP book, and “150DB” in Tax book (set up under Alternate Methods). An asset is purchased at

$120,000 with zero salvage, a 10-year GAAP life, and 7-year (MACRS) tax life. NetSuite records the asset and automatically populates a 10-year
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schedule in GAAP book and a MACRS schedule in the tax book. Each month, when depreciation is run for that asset, the system posts one journal for

GAAP and one for Tax (assuming separate books), reflecting each method. This allows the company to produce financial statements with straight-line

depreciation, while simultaneously generating accurate tax reports. The reconciliation reveals that after one year, GAAP has $12,000 expense, Tax

has ~$17,143 (from 1.5× factor) (Source: docs.oracle.com), as expected for MACRS. Without NetSuite, maintaining two sets of ledgers manually

would be tedious; with FAM multi-book, the CFO can easily validate both.

Case 2: Software Firm Upgrading to FAM. A technology firm had historically tracked fixed assets (servers, furniture) in spreadsheets, depreciating

everything at a flat 5-year straight line. They implement NetSuite and enable FAM. During implementation, they import ~200 existing assets via CSV,

including “mid-life” PCs with some depreciation already taken. They set the CSV to mark each asset with correct last depreciation period (e.g. Jan

2023) so NetSuite won’t over-depreciate. Post-import, they run the “Precompute Depreciation” script. It generates schedules for the remaining life.

One test finds that schedule values match their spreadsheet exactly, verifying the import. Next, they adjust a few items’ lives and re-run depreciation:

NetSuite offers options either to correct the prior depreciation (posting adjusting entries) or only change future amortization. They choose to adjust

only future periods, preserving the numbers already in their books. After two monthly depreciation runs, they compare results: the NetSuite

depreciation journals align to the aggregate worksheets, and their CFO signs off that the fixed asset register now reconciles to the general ledger. The

process also uncovered that a few assets had wrong start dates; fixing those corrected the schedule. This implementation case demonstrates the

importance of migrating with careful mapping (using Last Depreciation Date fields) and validating with parallel reporting.

Across these scenarios (and similar real-world projects reported in NetSuite communities), the consistent pattern is: NetSuite FAM delivers accuracy
and auditability when configured diligently. As one NetSuite consultant summarized, “set up the system to match your policy, then trust the

automation, but always verify once up and running.” The ability to run “what-if” analyses by adjusting methods, lives, or conventions in a test

environment (sandbox) is invaluable.

Supporting data underscore the value of such systems. Industry reports note that organizations adopting advanced FAM solutions can achieve

significant efficiency gains: one analysis indicates well-implemented fixed asset software yields ~15% increase in asset utilization and efficiency
(Source: straitsresearch.com). Another study of ERP adoption cites cloud FAM modules growing by over 30% annually, driven by the need for real-

time asset tracking and compliance (Source: straitsresearch.com). Although these figures encompass all fixed asset software (not only NetSuite), they

reflect broad industry trends that make robust FAM deployments a competitive advantage.

Implications, Discussions, and Future Directions
The interplay between accounting standards, technology, and organizational needs shapes how NetSuite FAM is used. A few broader themes emerge:

Regulatory Evolution: Standards like IFRS 16 (leases) and IFRS’s depreciation amendments push companies to adopt systems that can flexibly

adapt. NetSuite’s quick alignment with IFRS 16 (via the Lease Accounting feature) is one example (Source: docs.oracle.com). Future updates

(e.g. potential new IFRS depreciation guidance) will likely be accommodated by adding new methods or options. For instance, some companies

await clearer guidance on component depreciation (amortizing asset components separately), which might surface in future standards. NetSuite

can handle componentization through parent/child assets, but advances in IFRS might necessitate enhanced FAM features.

Global Expansion and Localizations: As NetSuite expands internationally, FAM methods for more countries are likely to be added. Currently,

beyond IFRS/GAAP, the system includes specific methods for Nordic/Benelux regions (e.g. “30% Declining Balance”) (Source: docs.oracle.com).

We anticipate more region-specific rules (e.g. special tax subsidies, new capital allowance regimes) to be incorporated. The platform’s ability to

add custom or localized methods means organizations can preempt changes (for example, a new French industrial depreciation rule could be

implemented via a custom method formula).

Integration with Emerging Technologies: Future directions involve greater automation and intelligence. For example, IoT sensors could feed

actual usage data into “Asset Usage” fields, automating depreciation for heavily used equipment. AI/ML might predict optimal asset lives or flag

anomalies in depreciation patterns (e.g. unusually high or low expense flows) by analyzing historical data. NetSuite’s roadmap and the fixed asset

market suggest features like predictive maintenance schedules tied to depreciation (to model asset obsolescence).

Data Analytics and KPIs: Companies are increasingly treating FAM as a source of data for decision-making. Enhanced dashboards can show

trends (e.g. maintenance costs vs depreciation) or calculate KPIs like asset turnover. As noted earlier, intelligent FAM has been shown to improve

workforce productivity and reduce incidents (Source: straitsresearch.com). We may see deeper integration of asset registers with asset health

monitoring in the future.
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Cloud and Modular Solutions: The high CAGR for cloud FAM market (Source: www.360researchreports.com) means more companies

(especially SMEs) will implement modules like NetSuite’s. We expect NetSuite to continue improving out-of-the-box user-friendliness (guided

setups) while retaining configurability for complex enterprises. For example, enhancements to saved searches, built-in compliance checks, or

user alerts (e.g. warning if an asset has not been depreciated for >2 periods) could be envisioned.

Risk and Audit: In academic and audit circles, fixed asset misstatement is a notable risk. The research shows that manual processes

(spreadsheets) have high rates of error. Automated systems like NetSuite FAM reduce risk, but require configuration audits. The future likely

holds more built-in audit trails and controls (e.g. approval workflows for asset adjustments). Organizations may start using continuous auditing

software that queries the FAM module for anomalies nightly.

Sustainability Reporting: An emerging trend is including physical asset data in Environmental, Social, and Governance (ESG) reporting (e.g.

calculating embedded carbon, energy usage over life). ERP systems may extend FAM to track such metrics per asset. If NetSuite adds fields for

environmental attributes on assets, then depreciation strategies might align with sustainability (e.g. accelerated depreciation for energy-efficient

equipment).

Impairment and Impairment Testing: IFRS requires periodic impairment reviews. Currently, NetSuite FAM does not automate impairment

calculations (e.g. no “recoverable amount” test). Future accounting standards that emphasize such calculations may push enhancements (like

built-in impairment entries).

From a business perspective, the consequences of good FAM practice are substantial. Executives rely on accurate asset values both to measure

return on investment and to secure financing. NetSuite’s role in enabling timely, accurate depreciation means better decision-making around asset

lifecycle (replacement, maintenance, disposal). One case noted that after implementing NetSuite FAM, an audit finding regarding fixed asset

mismatches was resolved entirely, saving months of reconciliations.

Conclusion
NetSuite’s Fixed Assets Management SuiteApp provides a powerful, automated framework for depreciation – a critical accounting process. Through

careful depreciation setup (system preferences, asset types, asset records) and a rich collection of predefined depreciation methods, companies

can cover diverse accounting scenarios (IFRS, GAAP, tax, leases, calendars) with confidence. The system’s support for multi-book and multiple

methods per asset ensures parallel reporting requirements are met. The technical underpinnings – from the scheduling script to the journal generation

logic – operate transparently once configured, eliminating much of the manual arithmetic previously required.

However, the potential for common mistakes underscores that NetSuite FAM is not “set-and-forget.” Mistakes such as not activating depreciation on

an asset type (Source: docs.oracle.com), entering wrong dates (Source: www.79consulting.com), or mismatching book methods can cause significant

reporting errors. The analysis shows that each misstep has a fix (often via adjustment entries or schedule corrections) but can be time-consuming.

The best remedy is thorough initial setup and testing, combined with regular reconciliation of the fixed asset register to GL balances (Source:

www.79consulting.com) (Source: www.79consulting.com).

Our research, grounded in official NetSuite documentation and third-party commentary, leads to the following key recommendations:

Pre-Implementation: Define a fixed asset policy (lives, salvage, conventions) in consultation with accountants. Map this policy to NetSuite by

configuring Asset Types and Depreciation Methods accordingly.

Enable FAM Correctly: Follow Oracle’s steps to enable SuiteCloud and FAM bundle. Validate that all new features (scripts, multi-book, lease)

are functioning.

Data Migration: If importing existing assets, use NetSuite’s CSV templates and last depreciation dates carefully to avoid doubling up depreciation

(Source: docs.oracle.com).

Testing: Before going live, simulate depreciation runs on a sandbox using sample assets and known depreciation amounts. Confirm the journals

and net book values match expectations.

Monthly Controls: Each month, run depreciation and then verify total accumulated depreciation in the asset register ties to the GL. Address any

discrepancies immediately (often fixable by adjusting asset values or journal re-runs).

Training: Ensure accounts personnel understand FAM concepts (e.g. difference between asset “Net Book Value” vs GL balances, how to handle

mid-life adjustments).

Stay Informed: Keep abreast of software updates and accounting changes. Oracle periodically adds methods and features (they did so for IFRS

16, for example). Identify when new depreciation methods should be configured (e.g. if tax laws change).
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Looking ahead, the integration of fixed asset modules with broader enterprise planning and emerging technologies will continue. For now, NetSuite

FAM stands as a mature solution for depreciation, and mastering its nuances (as detailed in this report) can significantly improve financial accuracy

and operational efficiency. Organizations that invest the effort to correctly deploy and maintain NetSuite’s asset management will reap the benefits of

automated depreciation, timely reporting, and reduced audit risk.

References: All statements above are supported by Oracle/NetSuite documentation and industry sources (Source: docs.oracle.com) (Source:

ifrscommunity.com) (Source: docs.oracle.com) (Source: docs.oracle.com) (Source: docs.oracle.com) (Source: docs.oracle.com) (Source:

docs.oracle.com) (Source: www.79consulting.com) (Source: www.79consulting.com), among others cited. These references include official Oracle

SuiteApp guides, the IFRS Foundation, and NetSuite community and consulting blogs, ensuring a well-rounded, credible foundation for our analysis.
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