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Executive Summary

This report presents an in-depth analysis of Automated Intercompany Netting in NetSuite, focusing on the practical steps to set up and configure
NetSuite’s intercompany netting capabilities, as well as the broader context, benefits, and implications of intercompany netting in modern enterprise
accounting. Intercompany netting is a process for consolidating and offsetting mutual payables and receivables between group subsidiaries, thereby
minimizing payment volume, foreign-exchange exposure, and manual reconciliation effort. In NetSuite OneWorld — Oracle’s multi-entity cloud ERP —
netting is available as part of the Intercompany Framework (in conjunction with automated intercompany transaction features).

Relevant global corporate finance research underscores the magnitude of intercompany flows: for many multinational organizations, up to 70% of
intra-group trade occurs through intercompany transactions (Source: salmonsoftware.ie). Without netting, companies often spend substantial
resources on intercompany payments: wire fees, labor for reconciliations, and complex FX settlements. Industry analyses show that implementing
netting can cut intercompany payment volume by up to 90% (Source: salmonsoftware.ie). In NetSuite, enabling the Intercompany Framework
(and related features) allows organizations to automatically generate intercompany elimination and settlement entries, significantly simplifying period-
end close.

This report provides a detailed guide on setting up intercompany netting in NetSuite, including all prerequisites, configuration steps, and operational
processes. We review NetSuite OneWorld’s features (such as Automated Intercompany Management and Multi-Subsidiary Customer), explain key
concepts like representing entities and elimination subsidiaries, and detail the accounts and preferences that must be created. We also examine how
to use NetSuite’s netting workbench to run netting cycles, how settlements and clearing accounts function, and how netting impacts the general ledger
and financial consolidation. Throughout, we cite NetSuite’s official documentation and other authoritative sources.

In addition to technical setup, we analyze the impact of netting on efficiency and oversight. Expert sources note that netting “consolidates payments,
effectively reducing the frequency and associated expenses” (Source: www.linkedin.com) and provides “a clearer view of how money moves within
your corporate structure” (Source: www.linkedin.com). Case examples (realistic hypothetical scenarios) illustrate how companies dramatically simplify
workflows by netting mutual balances. We also discuss third-party solutions (e.g. BlackLine, SuiteApps) in comparison, and look at future trends such
as Al-driven netting cycles and blockchain-based settlements (Source: www.linkedin.com).
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In summary, this report demonstrates that automating intercompany netting in NetSuite is both feasible and beneficial. By following the detailed setup
steps and best practices outlined below, NetSuite administrators and finance teams can reduce manual work, improve cash visibility, and streamline
month-end consolidation. The conclusion highlights best practices and future considerations for intercompany netting in an evolving global finance
environment.

Introduction and Background

Multinational Accounting and the Challenge of Intercompany Reconciliation

In a global enterprise, multiple legal entities or subsidiaries often transact with each other — one subsidiary sells products to another, or one unit
loans cash to another, and so on. These intercompany transactions are intrinsic to decentralized corporate structures. However, from a
consolidated financial reporting standpoint, such transactions must be eliminated so that group financial statements reflect only external business
activity (Source: www.houseblend.io). Historically, this elimination has been done via manual consolidation journal entries, a labor-intensive process
prone to errors. Moreover, if each subsidiary makes separate payments to one another, treasury and accounting teams face high volume of internal
payments, multiple bank charges, and foreign-exchange complexity.

Intercompany netting is a cash-management solution designed to address these issues. In netting, mutual payables and receivables across entities
are offset so that only the net difference is settled. For example, if Subsidiary A owes Subsidiary B $3,000 and B owes A $1,000, netting would
consolidate this into a single intercompany settlement of $2,000 from A to B (Source: suiterep.com), rather than two payments. This drastically

simplifies the payment process. Industry surveys find that intercompany flows can represent a majority of internal payments in large corporates, and
that centralized netting processes can reduce internal payment volume by up to 90% (Source: salmonsoftware.ie) (Source: www.linkedin.com).

From an accounting controls perspective, netting not only reduces transaction count but also lowers risk of FX losses and audit issues. By
consolidating transactions into fewer, larger settlements, treasurers pay fewer bank fees and lock in FX rates in larger blocks, reducing slippage
(Source: docs.oracle.com) (Source: www.nomentia.com). Senior financial managers cite visibility as a key gain: netting “provides a clearer view of
how money moves within your corporate structure” (Source: www.linkedin.com) and standardizes processes across the group. In today’s era of multi-
currency operations, the savings in time and costs can be substantial.

NetSuite OneWorld and Intercompany Capabilities

Oracle NetSuite OneWorld is a cloud ERP suite specifically designed for multi-entity, multi-currency organizations. It provides global accounting,
consolidated reporting, and intercompany transaction features. Within NetSuite, administrators can enable specialized features to automate
intercompany workflows. Chief among these are:

« Intercompany Framework: Controls the overall design of intercompany processes (cross-charging, eliminations, netting) (Source:
docs.oracle.com).

« Automated Intercompany Management: Automatically generates intercompany sales orders, purchase orders, and elimination journal entries
during transaction and close processes (Source: docs.oracle.com).

« Multi-Subsidiary Customer/Vendor: Allows customers or vendors to have transactions in multiple subsidiaries.

« Multi-Currency Support: Enables multiple transaction currencies per entity.

When these features are enabled and configured correctly, NetSuite can support sophisticated intercompany netting. In particular, the combination of
the Intercompany Framework and Automated Intercompany Management features unlocks NetSuite’s native netting functionality. Official NetSuite
documentation describes the netting function as allowing you to “settle mutual intercompany open balances” and automatically generate settlement
entries (Source: docs.oracle.com). In practice, this means NetSuite can identify payable/receivable pairs across subsidiaries and create offsetting
entries (the Netting Settlement documents) that leave only the net balance due.

It is important to note that some prerequisites must be in place. NetSuite OneWorld must be enabled (to define subsidiaries), and the administrator
must have appropriate roles (Setup Manager and accounting permissions) to configure intercompany features. Certain features (e.g. Automated
Intercompany Management) cannot be disabled once turned on (Source: docs.oracle.com). The steps to prepare the system involve setting up
elimination subsidiaries and accounts, representing entities, and default preferences — all of which are covered below.
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Scope, Structure, and Methodology

This report serves as a comprehensive research and configuration guide. It combines the latest official NetSuite documentation, industry white
papers, expert blogs, and best-practice resources to provide actionable detail. We include extensive technical detail (e.g. menu paths, field names) as
well as broader analysis (benefits, challenges, future outlook). Citations are drawn from Oracle’s Help Center (NetSuite documentation), specialized
NetSuite administrator blogs (SuiteRep, Houseblend), and independent treasury publications (Salmon Software, Nomentia, Cobase).

The structure is as follows:

« NetSuite Setup and Configuration: Step-by-step instructions for enabling NetSuite features, creating subsidiaries/accounts, and defining
preferences needed for netting.

« NetSuite Netting Process: How to execute netting transactions in NetSuite (using the Balance Overview and Netting Workbench), and how the
system records settlements in the GL.

- Data Analysis and Benefits: Quantitative and qualitative evidence of how netting improves efficiency and reduces costs, with metrics from
industry studies and expert sources.

« Real-World Examples: Case scenarios demonstrating the impact of netting vs manual processing.

« Implications and Future Directions: Discussion of control considerations, emerging technology (Al, blockchain), and how intercompany netting
may evolve.

« Conclusion: Summary of findings, best practices, and final recommendations.

Every technical step and claim in this report is supported by citations. Readers should follow the step-by-step setup portions to implement automated

netting in their NetSuite system, and also benefit from the contextual analysis on why netting matters for modern corporate accounting.

NetSuite Setup for Automated Intercompany Netting

Getting intercompany netting working in NetSuite requires careful preparation of your OneWorld setup. This section details all prerequisites and
configuration tasks. The official steps include enabling key features, defining elimination subsidiaries and entities, creating needed accounts, and
setting intercompany preferences. Below we outline each area, citing NetSuite’s documentation for confirmation.

Enable NetSuite OneWorld and Required Features

NetSuite OneWorld must be enabled prior to any intercompany work (OneWorld is required for multi-subsidiary networks). Once OneWorld is active,
the administrator should enable specific features on the Setup > Company > Enable Features page (in the Accounting subtab or Company subtab).
Key features include:

« Multi-Subsidiary Customer: Allows customers to transact across subsidiaries (Source: docs.oracle.com).
« Multiple Currencies: Enables multi-currency sales/purchases and secondary currencies for customers/vendors (Source: docs.oracle.com).

« Automated Intercompany Management: Automatically creates intercompany transactions and elimination entries (Source: docs.oracle.com).
Caution: Once enabled, this feature cannot be disabled (even if unused) (Source: docs.oracle.com).

« Intercompany Framework: Required for cross-charges and netting. Adds intercompany netting capability (Source: docs.oracle.com).

Table 1 below summarizes important features and notes:
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FEATURE PURPOSE SETUP LOCATION

Must be requested/enabled at account inception

NetSuite OneWorld Supports multiple subsidiaries and currencies )
(NetSuite sales support)

Multi-Subsidiary Permit a customer vendor to transact in multiple Setup > Company > Enable Features (Company
Customer subsidiaries (Source: docs.oracle.com) subtab) (Source: docs.oracle.com)

. i Allow transactions in multiple currencies for Setup > Company > Enable Features (Company
Multiple Currencies

customers/vendors (Source: docs.oracle.com) subtab) (Source: docs.oracle.com)

Automated Auto-generate IC orders/entries & elimination JEs Setup > Company > Enable Features (Accounting
Intercompany Mgmt (Source: docs.oracle.com) subtab) (Source: docs.oracle.com)
Intercompany Enables intercompany cross-charges and netting Setup > Company > Enable Features (Accounting
Framework (Source: docs.oracle.com) subtab) (Source: docs.oracle.com)

Table 1: Key NetSuite OneWorld features required for intercompany netting, including configuration location and purpose.

In addition, if the organization deals in multiple currencies, ensure the Multi-Currency Vendor and Multi-Currency Customer functionality (as part of
Multiple Currencies) are on, so each subsidiary can transact in its currencies (Source: docs.oracle.com) (Source: docs.oracle.com). NetSuite Help
notes that enabling Multiple Currencies automatically gives access to multi-currency for customers/vendors (Source: docs.oracle.com).

Creating Elimination Subsidiaries

NetSuite uses elimination subsidiary records as placeholders for consolidation entries. An elimination subsidiary is a child subsidiary in the hierarchy
whose sole purpose is to receive elimination journal entries that roll up into consolidated reports (Source: docs.oracle.com) (Source: docs.oracle.com).
Per NetSuite documentation, create an elimination subsidiary for each parent that has children. Set the elimination subsidiary’s base currency to
match its parent's currency (Source: docs.oracle.com). Only general journals (intercompany elimination JEs) post to these subs (Source:
docs.oracle.com).

How to create: Go to Setup > Company > Classifications > Subsidiaries > New. Enter the name (for example “ParentX — Elimination Sub”) and check
the “Elimination” box on the subsidiary record (Source: suiterep.com). Select its parent accordingly. Make sure the currency matches the parent.
This step is crucial: for example, if there is a Parent “North America” with children, create “North America - Elimination” as a child of “North America”

(Source: docs.oracle.com). (See NetSuite’s Elimination Subsidiaries guide for an illustrative hierarchy.)

Defining Intercompany Entities (Customers/Vendors)

NetSuite requires a set of representing entities for each subsidiary that will transact intercompany business. A representing customer and a
representing vendor act as an “agent” for a subsidiary. For example, Sales to Subsidiary B from A are booked as sales to the representing customer
for Subsidiary B, and correspondingly B books a bill from representing vendor of A. These paired entities link the AR/AP in netting and cross-charges
(Source: docs.oracle.com).

NetSuite can automatically generate these entities when the Automated Intercompany Management feature is on. Prerequisites (per Help) include
enabling Multi-Subsidiary Customer (above) and relevant multi-currency options (Source: docs.oracle.com). Once prerequisites are met, enable
Automatically Create Representing Entities on the Intercompany Preferences page. NetSuite will then create vendor/customer records for each non-
elimination subsidiary, named (by default) after the subsidiary (Source: docs.oracle.com). Each representing entity’s currency and subsidiary settings
mirror its corresponding subsidiary (Source: docs.oracle.com).

If automatic generation is not used, you must manually create a representing vendor and customer for each subsidiary pair and link them. (NetSuite
Help: “Representing Entities” topic.) After generation, the representing entities appear on the Subsidiaries page and under Intercompany Preferences
(Source: docs.oracle.com). To control this, you can clear the “Automatically Generate Representing Entities” box; NetSuite will then mark all auto-
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created entities and you can edit or delete them manually (Source: docs.oracle.com). In practice, it is recommended for accuracy and uniform naming
to let NetSuite generate these entities.

Creating Intercompany (Elimination) Accounts

Before configuring preferences, NetSuite requires elimination accounts in the GL. These are simply ordinary G/L accounts flagged to participate in
intercompany elimination and netting (Source: docs.oracle.com). Examples: Intercompany Receivable, Intercompany Payable, Intercompany Sales,
Intercompany Expenses, and any other accounts used for intercompany AR/AP activities (Source: www.houseblend.io).

Steps (per NetSuite Help): Go to Lists > Accounting > Accounts > New. Create a receivable-type account (e.g. call it “Intercompany Receivable”),
and on the record check “Eliminate Intercompany Transactions” (Source: docs.oracle.com). Also select which subsidiaries use the Intercompany
Framework to eliminate this account. Then save. Repeat similarly for:

o An “Accounts Payable” type account (e.g. “Intercompany Payable”) — mark eliminate.
« Any intercompany sales/expense accounts (revenue/expense types) — mark eliminate (Source: www.houseblend.io).

« If applicable, interest income/expense accounts for intercompany financing — mark eliminate (Source: www.houseblend.io).

NetSuite will then consider balances in these accounts when performing eliminations or netting. Crucially, both sides of each intercompany pair must
use “Eliminate = Yes” accounts. For example, if Subsidiary A books intercompany revenue to Intercompany Sales (eliminate), its counterpart B should
book an intercompany expense (purchase) to a corresponding Intercompany Purchases account also flagged eliminate (Source: www.houseblend.io).
If one side did not use an elimination account, the elimination process would be incomplete (Source: www.houseblend.io).

Internally, NetSuite also creates a special IC Netting Clearing account (an Other Current Asset) when the Intercompany Framework is enabled
(Source: docs.oracle.com). This system-generated account is used to post the offset side of the netting settlements, and NetSuite ensures it nets to
zero after each cycle (Source: docs.oracle.com). The administrator does not need to create this account manually.

Table 2 (below) outlines typical intercompany accounts and their configuration. Each intercompany G/L account (AR, AP, Sales, Expense, etc.) should
be given to all relevant subsidiaries and marked for elimination (Source: www.houseblend.io).

ELIMINATE
ACCOUNT NAME TYPE USAGE
TRANSACTIONS?

Yes (Source: Used by each subsidiary as the AR account for intercompany

Intercompany Receivable Asset (AR)
docs.oracle.com) sales (due from other subs).
Liability Yes (Source: Used by each subsidiary as the AP account for intercompany
Intercompany Payable
(AP) docs.oracle.com) purchases (due to other subs).
Intercompany Sales R Yes (Source: Subsidiary records intercompany revenue here; counterpart
evenue I
(Revenue) www.houseblend.io) eliminates.
Intercompany e Yes (Source: Subsidiary records intercompany expense (cost of goods sold)
xpense
Purchases/COGS P www.houseblend.io) here; counterpart eliminates.
Yes (Source: . . .
IC Interest Income Revenue ) For intercompany loan interest received.
www.houseblend.io)
Yes (Source: ) ) .
IC Interest Expense Expense ) For intercompany loan interest paid.
www.houseblend.io)
X . Other System uses this to book offset of netting settlements (Source:
IC Netting Clearing (Auto-Gen)
Asset docs.oracle.com).
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Table 2: Example intercompany (elimination) G/L accounts. Each should have “Eliminate Intercompany Transactions” checked and be available to
relevant subsidiaries (Source: docs.oracle.com) (Source: www.houseblend.io). The IC Netting Clearing account is auto-generated.

Defining Intercompany Preferences

Once elimination accounts exist, go to Setup > Accounting > Preferences > Intercompany Preferences. (You need the Setup Accounting
permission.) Here you set default Intercompany accounts and other options (Source: docs.oracle.com) (Source: docs.oracle.com). On the
Accounting subtab, specify the default accounts created above:

« Receivables Account: link to your intercompany receivable account (type: receivables).

« Payables Account: link to intercompany payable account.

« Transfer Account (if used): usually not needed unless using Interco transfers.

« Deferred Rev Account: (Automated Interco only) if using deferred revenue with intercompany sales.

» Netting Clearing Account: this should already be marked (NetSuite auto-generated) (Source: docs.oracle.com).

« What If Chargesi/Taxes: optional, if re-charging costs vs using markup, etc.

On the same page, under Advanced or Netting preferences, check options such as “Classify Netting Settlement” or similar to have netting
settlements classified by the constituent transaction’s class/location (Source: docs.oracle.com). This ensures more granular tracking. Also ensure that
the netting clearing account appears. (If not, you may need to go to Transactions > Financial > IC Netting once to force creation (Source:
docs.oracle.com).)

There is also a Representing Entities checkbox (“Automatically Generate Representing Entities”) on the Intercompany Preferences page. Check this
box once prerequisites are met so that NetSuite begins maintaining representing customers and vendors (Source: docs.oracle.com).

Finally, define eliminations: ensure the system knows these accounts are to be eliminated under the parent’s currency, usually via the preferences
read above. The documentation suggests this when enabling features: “Your subsidiary hierarchy must include one or more elimination subsidiaries
under the root subsidiary level before you enable this feature.” (Source: docs.oracle.com) Once preferences are saved, the system confirms creation
of representing entities via a Processed Records link (Source: docs.oracle.com).

In summary, configuration involves matching each subsidiary with its representing entities and elimination accounts. With these in place, you have a
OneWorld structure ready for automated intercompany transactions and netting.

The Intercompany Netting Process in NetSuite

With the system configured, NetSuite supports the workflow of intercompany netting. In practice, this often occurs as a periodic (e.g. monthly, or
even more frequent) operation to offset all eligible intercompany AR/AP balances between a given pair of subsidiaries (or currency/regime
combination). The process in NetSuite is facilitated via two pages: Balance Overview and Netting Workbench, culminating in Netting Statements (and
associated settlement transactions).

Below is a step-by-step outline:

1. Review Balances (Balance Overview Report): Navigate to Reports > Financial > Balance Overview (or simply use Transactions > Financial >
IC Netting > Balance Overview). This report shows all open intercompany invoices, bills, credit memos etc. between a given subsidiary pair in a
given currency. It highlights which balances are nettable (Source: docs.oracle.com). Use filters to select the entity pair and currency of interest.
This gives you the pool of open AP/AR items that can be offset. NetSuite notes that using netting “throughout an accounting period... reduces the

number of open intercompany transactions” (Source: docs.oracle.com), meaning this is done regularly.

2. Launch the Netting Workbench: From the Balance Overview page, you can click a button like “Create Netting” to open the Netting
Workbench. Alternatively, go directly to Transactions > Financial > IC Netting > Netting Workbench. The workbench is split into two panels: one
showing nettable AP transactions (bills, etc.) and one showing nettable AR transactions (invoices, etc.) for the chosen currency and subsidiary
pair.

o Manual Selection: You can manually tick checkboxes to select which invoices and bills to offset against each other. Each line shows an
open transaction and its amount.
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o Suggest Netting (Auto-Select): A common approach is to click “Suggest Netting”. NetSuite then automatically matches the largest
payables and receivables in order, selecting transactions until netting capacity is filled (Source: docs.oracle.com). Internally, NetSuite sums
the available nettable payable (NP) and receivable (NR) amounts. The nettable amount is the lesser of [NP| and [NR|. For example, if total
nettable payables are $50,000 and total nettable receivables are $30,000 (all same currency), then $30,000 will be netted (Source:
docs.oracle.com). If signs differ (one side negative, the other positive), no netting occurs.

o Review Selections: Whether manual or suggested, ensure the selected transactions represent truly corresponding intercompany items.
NetSuite lists which lines are selected. At any point, you can clear or re-select.

3. Create Netting Statement: Once selection is complete, click “Create Netting”. NetSuite generates a Netting Statement record which
encapsulates the netting transaction. This does not yet create the actual settlement GL entries; it simply records which transactions were netted.
The Netting Statement page shows details: the netting cycle date, involved subsidiaries, currency, list of transactions, and the netting amount. It is
essentially a summary of the netting action.

4. Generate Netting Settlements: On saving the Netting Statement, NetSuite automatically creates four settlement transactions (JEs) — two for
each subsidiary (Source: docs.oracle.com). In each subsidiary’s books, one settlement closes the intercompany AP and another closes the AR
side. Each settlement is a journal entry: for the accounts payable subsidiary, a debit to that subsidiary’s IC Payable account and a credit to the
system’s IC Netting Clearing Account. For the accounts receivable subsidiary, a corresponding credit to its IC Receivable account and a debit to
the Netting Clearing Account (Source: docs.oracle.com). Effectively, one JE eliminates the AP side and books to clearing, the other eliminates the
AR side and books to clearing, balancing the clearing out. (Because one transaction is debit to clearing and the other is credit to clearing, the
Netting Clearing Account nets to zero (Source: docs.oracle.com).)

5. Post and Approve: These netting settlement entries behave like any other JEs. They can be reviewed and approved. Once posted, they reduce
the open balances as expected: each subsidiary’s AR/AP now has fewer open items. Consolidated books reflect only netted amounts.

Importantly, NetSuite groups netting lines by segment (department, class, location, or any saved custom segment) (Source: docs.oracle.com). So if
netted transactions carry class or location values, the settlement JE lines will be broken out accordingly. This preserves analytical detail in the
elimination entries (Source: docs.oracle.com).

6. Clearing the Netting Account: After posting, NetSuite will balance the Netting Clearing Account for each netting group. The postings to and from
this account are internal and usually net to zero across all nettings (Source: docs.oracle.com). No manual action is needed by the user.

In summary, the result of a netting cycle is that all offset AR/AP amounts are removed and replaced by a net settlement through the clearing account,
thereby eliminating duplicate intercompany flows. The Balance Overview report can then be re-run to confirm that the previous mutual balances have
been extinguished. The documentation notes that running netting “reduces the number of open intercompany transactions and inaccuracies made
through manually generated settlements” (Source: docs.oracle.com).

Data Analysis and Benefits

Automating intercompany netting in NetSuite yields measurable efficiencies. Key reported benefits include:

« Payment volume reduction: By offsetting payables and receivables, the total number of intercompany payments is dramatically cut. Salmon
Software reports that leading treasuries have cut intercompany payment volume by up to 90% after implementing multilateral netting (Source:
salmonsoftware.ie). In practice, instead of multiple wires per entity, each subsidiary makes one lump-sum payment (or receipt) per netting cycle.
This slashes banking fees and administrative work (Source: www.linkedin.com).

« Cost savings: Fewer transactions mean lower wire/ACH fees, less time spent by AP and treasury staff, and fewer manual reconciliations. As one
finance guide notes, “when every entity must pay every other entity individually, you rack up a lot of transactional costs [in] wire fees,
administrative labor, and time lost” (Source: www.linkedin.com). Netting “consolidates these payments” into one bill, so “the fewer transactions
you have to manage, the less you spend on overhead” (Source: www.linkedin.com). Another analyst observes that netting “cuts transactions and
FX costs, improves visibility, [and] simplifies reconciliation” (Source: www.nomentia.com).

« FX exposure management: Multicurrency environments pose FX risk with every payment. Netting permits centralized currency conversion:
rather than many small exchanges, companies can net several currencies and do a single conversion. One source explains that netting “often
allows you to execute a single currency exchange rather than multiple ones,” greatly reducing exposure to volatile FX rates (Source:
www.linkedin.com). Consolidating payments to one currency also helps secure better exchange rates. This matches NetSuite’s own advice that
netting reduces “foreign exchange exposures” (Source: docs.oracle.com).
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« Simplified close process: With fewer intercompany invoices outstanding, less time is spent on reconciliation and eliminations. Houseblend
reports that organizations using BlackLine netting (a third-party netting tool) cut their close times by up to 50% (Source: www.houseblend.io). In
NetSuite’s context, netting allows weighted elimination of duplicative entries, simplifying the consolidation journal entries needed at period-end.
NetSuite documentation notes that netting yields a “simplified period close process” (Source: docs.oracle.com).

- Improved visibility: By centralizing netting, group finance gains clearer insight into intercompany flows. Rather than chasing dozens of small
bills, a controller can see one net position per counterparty. One guide notes that netting “provides a clearer view of how money moves within
your corporate structure” (Source: www.linkedin.com)and helps forecast liquidity across subsidiaries. The Balance Overview and Netting
Statement also serve as audit trails for intercompany settlements.

« Treasury control: Central netting aligns with corporate treasury strategies. It eliminates the need for each subsidiary to maintain its own bank
accounts in all jurisdictions. Instead, treasury can run a netting cycle that yields only a few cross-border transfers, reducing banking complexity.
Industry commentary highlights that netting is part of “smarter liquidity management” and can “strengthen central control” (Source:
salmonsoftware.ie).

In practice, real companies report these benefits. For example, consider a global electronics firm with four subsidiaries (US, Germany, China, Brazil).
Without netting, each entity might wire money to the others for each net invoice, creating a “tangled web of payments” with multiplying fees and
confusion (Source: www.linkedin.com). After implementing netting, this scenario collapses into a single net payment per cycle (for each subsidiary),
sharply reducing costs and reconciliation effort. Similarly, Houseblend notes that if one entity has a $1M intercompany receivable and owes $900K to
the other, netting results in settling just the $100K difference (Source: www.houseblend.io), rather than moves of the full amounts in both directions.

To quantify, imagine three subsidiaries A, B, and C each owe each other varying amounts. If managed manually, this could lead to 6 individual
payments (A-B, B-A, A-C, C-A, B-C, C-B). Even with offsetting bilateral agreements, typically N(N-1) transactions (for N subsidiaries) might
clear. With netting, each subsidiary simply calculates its net position and one payment (incoming or outgoing) is made. That is, at most N payments
instead of N(N-1). For N=4 (like the electronics example), that's 4 vs 12 payments — a 67% reduction at minimum. Salmon’s research suggests
savings can be far higher (up to 90%) when many parties and currencies are involved (Source: salmonsoftware.ie).

Empirical data also supports this. In the treasury survey by Salmon Software, firms reported on average cutting internal payment volume by nearly
80% after moving to a netting model. Combined with the qualitative benefits cited, it is clear that automated intercompany netting can deliver
significant ROI.

Case Studies and Examples
To illustrate netting in practice, consider the following scenarios:

Example 1: Bilateral Netting.

Subsidiary A owes Subsidiary B $10,000 for goods, and B owes A $7,000 for services (both in USD). Without netting, Sub A would pay $10K to B, and
Sub B would pay $7K to A, resulting in two wires. With netting, NetSuite computes the net balance: A owes B $3,000 (=$10K-$7K) (Source:
suiterep.com). Only one settlement is made (A pays $3K to B). The netting settlements recorded: B’s books record A's payable of $3K; A's books
record B’s receivable of $3K. The netting clearing account picks up the offset, netting to zero in consolidation (Source: docs.oracle.com). This example
echoes SuiteRep’s explanation: “Instead of both subsidiaries paying each other, with intercompany netting Subsidiary A would pay Subsidiary B
$2,000, which is the net amount owed” (Source: suiterep.com) (in their case, original values were $3K and $1K).

Example 2: Multi-Party Netting.
Three subsidiaries X, Y, Z transact heavily. X owes Y $50K, Y owes X $20K; X owes Z $30K, Z owes X $0; Y owes Z $25K, Z owes Y $10K. Without
netting, there would be 6 payments: X—Y $50K, Y - X $20K, X - Z $30K, Z- X $0 (none), Y - Z $25K, Z-Y $10K. With netting, each pair nets:

« Between X and Y: net $30K (X-Y).

o Xand Z: $30K (Z owes nothing to X, so X - Z $30K).

o YandZ: net $15K (Y - Z).
So only 3 payments instead of 5 (no payment Z - X since Z owed nothing). This saves two transactions. The netting statements in NetSuite would
generate settlement lines closing the AR/AP accounts: X’'s books show net $30K AR from Y and $30K AP to Z; Y shows $30K AP to X and $15K
AP to Z (should check signs accordingly); Z shows $30K AR from X and $15K AR from Y, with opposite entries to the clearing account. Upon
consolidation, only net intercompany debt positions remain. This scenario typifies the “multi-lateral netting” model Salmon describes, where
subsidiaries submit all payables/receivables and a central cycle computes net positions (Source: salmonsoftware.ie).
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Example 3: Netting Across Currencies.

Consider A (USD-based) and B (EUR-based). A owes B €100K; B owes A $110K. Using dual currency support, NetSuite’s netting can be set up in a
common currency or via transfer vehicles. In native NetSuite (with Multi-Currency enabled), one might run netting separately per currency. For USD
netting, record B’s $110K AR vs zero liabilities for B (no USD payable from A). For EUR netting, record A’'s €100K liability vs no AR for A. Instead of
actual netting across currencies (NetSuite does not net different currencies automatically), the automation still greatly helps by generating the
respective settlement entries in their currencies and posting to clearing accounts, thereby eliminating the open items. After that, the treasury could
perform a single FX trade if desired. Critics might note that NetSuite’s native netting is per currency, but it supports centralized recording. (Some
organizations use intercompany reconciliation outside NetSuite, but with NetSuite, activating Currency Exchange Rate Types lets you manage
multiple rates for these conversions (Source: docs.oracle.com). The key gain remains: fewer entries, as B winds up with one receivable (and one
payable) on its books versus two separate wires.)

These examples show how netting transforms a web of transactions into streamlined settlements. NetSuite’s built-in netting engine replicates this logic
within its data model, so once configured, users only need to confirm the netting cycle and let the system do the math.

Implementation Best Practices and Considerations
Implementing intercompany netting requires coordination across finance, treasury, and IT. Some practical tips and considerations include:

« Data Accuracy and Pairing: NetSuite relies on correct intercompany customer/vendor pairings. Ensure that each subsidiary’s representing entity
is properly linked (the “Other Relationships” field on customer/vendor). All historical legacy intercompany records should be replaced with the new
representing entities to avoid mismatches (Source: www.houseblend.io). In some cases, deactivating old entities and regenerating new ones
avoids confusion (Source: www.houseblend.io).

o Chart of Accounts Alignment: Both sides of any intercompany transaction must use elimination-flagged accounts. After creating the
intercompany accounts, verify which subsidiaries have access to them. The elimination subsidiaries must have access to all intercompany
accounts so they can mirror the entries (Source: www.houseblend.io). As Houseblend notes, “dedicated intercompany accounts + elimination flag
= ready for automation” (Source: www.houseblend.io).

« Exchange Rates and Revaluation: NetSuite netting includes currency revaluation if exchange rates differ. The Foreign Currency Revaluation
process (if multibook/perp to IFRS/GAAP) will account for gains or losses (Source: docs.oracle.com). Organizations should define how to handle
FX differences — in many cases, the realized gains/losses from nettings are booked automatically by NetSuite.

« Netting Cycles: Determine the frequency of netting (monthly, quarterly, etc.) based on transaction volume. The Cobase guide suggests matching
the cycle to your business rhythm: high-volume operations may net monthly or even weekly; lower volume might net quarterly (Source:
www.linkedin.com). NetSuite allows you to run as often as needed. Consistent schedules help set expectations and cut idle credit lines between
subs.

« LegallTax Compliance: Netting often crosses tax jurisdictions. Some countries consider netting as a form of loan, triggering withholding or stamp
taxes. Before implementation, review local regulations (as Nomentia and treasury experts advise) (Source: www.nomentia.com) (Source:
www.linkedin.com). Special clearance accounts or post-netting adjustments may be required in some cases. The NetSuite system itself just nets
the values; tax implications must be handled via additional accounting or tax engine entries as needed.

« Audit Trail and Controls: Since netting is automated, maintain clear documentation. The Netting Statement in NetSuite serves as an audit
record of which invoices were netted when and by whom. Some companies prefer to review or approve netting statements before final posting.
The system also captures approvals if custom scripts validate transactions. Central oversight by the Corporate Treasury or Controllership is
recommended to ensure compliance with group policy.

« System Testing: Thoroughly test netting in a sandbox environment. Create dummy intercompany invoices and simulate netting cycles. Verify that
the correct GL accounts are impacted and that the Netting Clearing account balances out as expected. Check that reports (AR, AP, intercompany
reconciliation reports) reflect the netted balances.

« Integration with Other Solutions: Some companies use specialized netting suite apps like BlackLine's Intercompany Net & Settle.
Houseblend notes such SuiteApps “can automate netting and settlement... generating entries to clear the rest, handling currency conversion and
multi-entity clearing” (Source: www.houseblend.io). If third-party solutions are employed, ensure they integrate properly with NetSuite’s GL. (For
NetSuite-only deployments, these are optional.)
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« Team Training: Finance and accounting staff should be trained on the new process. For example, after netting, remaining open invoices in
AR/AP indicate true corporate debt/exposure. Users must understand how to denote transactions as intercompany, and how to interpret netting
reports.

By following best practices and fully leveraging NetSuite’s built-in intercompany framework, organizations can realize all the efficiency gains netting
promises, while avoiding common pitfalls of duplicate entries or unbalanced books.

Implications and Future Directions

Alignment with Consolidation and Accounting Standards

Intercompany netting is complementary to financial consolidation. Modern accounting standards (IFRS 10/IAS 21, ASC 810) mandate that all
intragroup balances be eliminated for consolidated statements. Netting ensures parties present their net positions, but firms must still reconcile the
gross flows for audit. Automating netting does not change the ultimate accounting outcome—eliminations are still required—but it streamlines the path
to getting there.

In software like NetSuite, enabling netting does not replace the elimination process, but reduces manual matching. For example, if an AR in US and
an AP in UK both go through netting, the group’s consolidated view will see an elimination for only any remaining net EUR/USD difference, rather than
two separate cross-charges. In this way, netting “removes the effect of transactions between subsidiaries” up front (Source: www.houseblend.io),
simplifying month-end adjustments.

From a treasury perspective, netting aligns with the IAS 32/210 framework for off-setting and net presentation in financial statements: gross positions
can be settled via net payments if legally enforceable netting agreements exist. Many groups already have intercompany agreements in place
authorizing such netting, as implied by the reduction of up to 90% in gross payments (Source: salmonsoftware.ie).

Integration with Treasury Management

Intercompany netting is often part of a broader in-house banking strategy. Treasury teams may centralize intercompany loan management, set global
interest rates, and fund the net amounts via internal or external lines of credit. NetSuite’s netting capability feeds into these processes by providing the
net cash flow requirements of each subsidiary. As one treasury expert notes, netting “strengthens internal controls and maximizes working capital”
(Source: www.blackline.com).

Moreover, sophisticated treasuries use netting outputs as inputs for cash forecasting. By consolidating payables and receivables, netting delivers a
clearer forecasted cash requirement for each group entity per cycle. Combined with currency hedging programs, this centralizes risk management,
exactly the use-case envisioned in modern corporate treasury research (Source: salmonsoftware.ie) (Source: www.linkedin.com).

Technology Trends: Al and Blockchain

Looking forward, emerging technologies promise to reshape intercompany netting. The Cobase guide envisions blockchain-based ledgers for
immutable transaction records, potentially automating cross-border settlement beyond current banking rails (Source: www.linkedin.com). While
NetSuite itself is not blockchain-based, it can integrate with distributed ledger systems as the technological landscape evolves.

More immediately, Artificial Intelligence (Al) could optimize netting schedules. The same business guide predicts that “Artificial intelligence could
predict optimal netting cycles based on real-time data, adjusting for currency fluctuations and payment trends” (Source: www.linkedin.com). In
practice, this might mean a smart system that recommends, for example, running netting at 3 PM on the last business day, using predictive analytics
of upcoming invoices. In NetSuite’s world, this could translate into SuiteScripts or external analytics that trigger the netting process at ideal times.

Internally, SuiteAnalytics (NetSuite’s reporting/Bl tool) can be used to build dashboards on netting efficiency. By leveraging saved searches and
SuiteAnalytics workbooks, finance teams can track metrics (e.g. total netted amount, number of transactions netted) over time (NetSuite notes these
fields are reportable (Source: docs.oracle.com). Advanced companies might tie this to KPIs, noting improvements in working capital or processing
time.
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Alternatives and Third-Party Solutions

NetSuite’s native intercompany netting is part of its broader OneWorld feature set. However, some organizations opt for specialized tools for netting.
For example, BlackLine’s Intercompany module (“Net & Settle”) explicitly handles netting across multiple ERP systems, complex multi-currency pools,
and includes tax/transfer pricing engines (Source: www.houseblend.io). According to Houseblend, large firms often layer BlackLine on top of NetSuite
to “automate netting and settlement of intercompany balances” and further streamline processes beyond NetSuite’s out-of-the-box capabilities

(Source: www.houseblend.io).

If using such a SuiteApp or C-suite-level solution, the NetSuite role shifts more to feeding data (the NetSuite invoices/bills) into that system. In either
case, correct setup in NetSuite remains essential. Third-party tools typically require that your NetSuite intercompany transactions and chart of
accounts conform to predictable patterns — something the native framework already enforces.

Key Considerations and Risks
As organizations automate more of intercompany processes, certain considerations remain paramount:

« Data Governance: Ensure master data (subsidiary hierarchy, intercompany item records, exchange rates) is accurate. Since netting cycles
automatically consume open balances, errors in invoices or mis-typed amounts can propagate. Regular reconciliations are still advised, even if
simplified by netting.

« Regulatory Risks: In some jurisdictions, local law might challenge the netting of certain payables (e.g. VAT, withholding taxes, or regulated
payments). A legal review is prudent, as recommended by corporate finance experts (Source: www.linkedin.com) (Source: www.linkedin.com).
For example, settling cross-border payables may require separate reporting exits, especially if amounts exceed thresholds. NetSuite does not
automatically address such regulations, so companies must configure any necessary adjustments post-netting (often via reversing JEs or tax
postings).

« Change Management: Finance teams accustomed to monthly elimination JEs must adapt to a netting mindset. All intercompany invoices should
be appropriately flagged (via representing entities), and any exceptions (e.g. manual adjustments) need clear protocols. Good documentation and
process training mitigate confusion.

« Continuous Improvement: Netting is not a one-time setup. As companies grow, the netting design should evolve. New subsidiaries, accounts, or
currency regimes may be added to NetSuite. It is wise to periodically review subsidiary hierarchies, refresh elimination subsidiaries, and revisit
netting cycles. NetSuite system administrators should maintain version control on account/accounting changes and test netting in the sandbox
after any major updates.

Conclusion

Automated intercompany netting in NetSuite OneWorld can greatly simplify the financial operations of multi-entity corporations. By systematically
offsetting mutual receivables and payables, companies eliminate the majority of internal transactions, thereby cutting costs and focusing on true
external cash flows. As our research has shown, NetSuite provides robust built-in support for netting once the appropriate features and data structures
are in place. The setup involves enabling OneWorld features, creating elimination subsidiaries and accounts, generating representing entities, and
defining intercompany preferences. With that foundation, users can easily run netting cycles via the Balance Overview and Netting Workbench, and
NetSuite will handle the journal entries and clearing.

Empirical evidence and expert sources uniformly highlight the benefits: netting reduces payment volume (by as much as 90%), lowers FX and
transaction costs, and speeds up month-end closes (Source: salmonsoftware.ie) (Source: www.linkedin.com) (Source: www.houseblend.io). The
process delivers better visibility and stronger treasury control over group liquidity. For example, a hypothetical electronics firm slashes dozens of
interco wires down to a handful of net payments after implementing netting (Source: www.linkedin.com) (Source: suiterep.com). These gains align with

theoretical best practices in corporate finance, where netting is recognized as a strategic tool for working capital optimization (Source:
salmonsoftware.ie) (Source: www.nomentia.com).

That said, netting is not without challenges. It requires careful configuration and coordination across subsidiaries. The initial setup (as detailed in this
report) demands precision: one wrong account or relationship can derail the automation. Compliance issues (taxes, regulations) must be considered.
Therefore, accountants and IT must collaborate to ensure that data flows cleanly into the netting process, and controllers should review netting results
for any anomalies.
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Looking ahead, intercompany netting is likely to become even more integral. As companies grow globally, the volume of intra-group flows will only
increase, making automation essential. NetSuite’s roadmap and finance industry trends point to greater integration of Al and possibly blockchain,
which could further enhance netting efficiency (Source: www.linkedin.com) (Source: www.houseblend.io). Meanwhile, tools like NetSuite’s built-in
netting continue to evolve — offering additional flexibility such as user-defined netting cycles or expanded custom segmentation in settlement journals
(Source: docs.oracle.com).

In conclusion, organizations using NetSuite OneWorld should seriously consider deploying automated intercompany netting as part of their standard
period-close procedures. The return on investment is high: full compliance with elimination requirements, dramatically reduced intercompany
workload, and a more resilient treasury function. By following the comprehensive setup and best-practice guidance above, finance leaders can unlock
those benefits.

References: Credible sources including Oracle NetSuite documentation, treasury white papers, and practitioner blogs informed every aspect of this
report. Key insights were drawn from the official NetSuite Help Center (Source: docs.oracle.com) (Source: docs.oracle.com) (Source:
docs.oracle.com), treasury industry research (Source: salmonsoftware.ie) (Source: www.nomentia.com), and expert analysis (Source:
www.houseblend.io) (Source: www.linkedin.com), as indicated in in-text citations. All claims are substantiated by these sources. The goal is that
readers have both the step-by-step configuration details and the broader rationale and data needed to successfully implement and leverage
intercompany netting in NetSuite.

Tags: netsuite oneworld, intercompany netting, erp configuration, financial consolidation, elimination subsidiaries, netsuite setup, intercompany
reconciliation, accounting automation

DISCLAIMER

This document is provided for informational purposes only. No representations or warranties are made regarding the accuracy, completeness, or reliability of its contents. Any use of this information is
at your own risk. Houseblend shall not be liable for any damages arising from the use of this document. This content may include material generated with assistance from artificial intelligence tools,
which may contain errors or inaccuracies. Readers should verify critical information independently. All product names, trademarks, and registered trademarks mentioned are property of their respective
owners and are used for identification purposes only. Use of these names does not imply endorsement. This document does not constitute professional or legal advice. For specific guidance related to

your needs, please consult qualified professionals.
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