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Executive Summary

Negative inventory in NetSuite occurs when the system’s recorded stock for an item falls below zero — effectively selling or using more units than have
been received. This phenomenon is a symptom of underlying process, configuration, or data issues rather than a legitimate business strategy.
Common causes include transactional timing mismatches (e.g. shipping goods before posting receipts), configuration settings (such as fulfillment
preferences not set to limit to committed stock), and manual errors. When negative inventory arises, it distorts financial accounting (COGS and
inventory valuation adjustments), complicates fulfilment planning, and undermines trust in the ERP system. For example, NetSuite's own
documentation shows that an underwater sale will require later adjustments, skewing period-by-period cost reports (Source:

netsuitedocumentationl.gitlab.io).

This report examines the causes of negative inventory in NetSuite, strategies to prevent it, and methods to correct it when it occurs. We draw on
NetSuite’s official guides, expert blogs, and industry analyses. Key prevention measures include enforcing commitments (setting Fulfill Based on
Commitment to Limit to Committed), using sales orders (not standalone invoices) for all fulfilments, promptly entering receipts with correct dates, and
enabling inventory warnings. NetSuite’s Enhanced Validations & Defaulting SuiteApp can also be used to block any transaction that would drive on-
hand negative (Source: www.houseblend.io). Regular physical counts and using NetSuite’s “Review Negative Inventory” report help detect problems
early and reconcile discrepancies.

Conversely, once negatives exist they must be resolved formally. Typical fixes include correct posting of missing receipts or returns, reversing or
recreating flawed transactions, and, if needed, making inventory adjustments with proper rationale (rather than indiscriminate correction). Many
sources emphasize root-cause correction over bandaiding; for instance, blindly adjusting negative balances without fixing the underlying process
will only let the problem recur (Source: netsuiteprofessionals.com). Case examples illustrate these points: one e-commerce scenario had shipments

posted before receipts, resulting in transient negative balances (Source: racklify.com); another saw a stand-alone invoice overshoot stock, which was

prevented by enforcing validation and using committed orders (Source: www.houseblend.io) (Source: www.houseblend.io).
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In addition to operational fixes, improving system design and integration is crucial. Modern solutions tend toward real-time synchronization (so posting

of orders, receipts, and fulfillment cannot cross in time) and built-in validation logic. Future developments (e.g. Al-driven stockout predictions or RFID
scanning) may further reduce negative stock surprises. Throughout, careful process design and vigilant monitoring remain essential. As industry
analysts warn, negative inventory is a “hidden crisis”, quietly undermining operations and finances — but it can be managed and largely prevented
through rigorous controls and SmartSuite configurations (Source: racklify.com) (Source: timdietrich.me). This report reviews the issue
comprehensively, including definitions, causes, impacts, case examples, data analysis, and both existing and emerging solutions.

Introduction and Background

Inventory management accuracy is critical for both operational efficiency and financial integrity. In any inventory system, a negative inventory condition
arises when the recorded quantity on hand for an item falls below zero. LinkedIn author Erwin “Richmond” Echon (2026) characterizes negative
inventory as the system showing “-5” units for an item even though physically none may be in stock (Source: racklify.com). In NetSuite, this situation is
often referred to as an “underwater sale” or being “underwater” — essentially selling or fulfilling more items than are available at the time of
transaction entry (Source: netsuitedocumentationl.gitlab.io) (Source: racklify.com).

Negative inventory is not a problem unique to NetSuite; it occurs in many ERP and warehouse systems whenever timing or data issues misalign stock
levels. It is inherently a symptom of errors: echoing this, Echon notes that negative balances "signal data or process errors" and are "a hidden crisis"
in modern supply chains (Source: racklify.com). Industry publications and ERP consultants consistently warn that negative inventory quietly
undermines operations, leading to unrecognized stockouts, backorders, skewed replenishment, and incorrect financial reports (Source: racklify.com)
(Source: racklify.com). For example, if the system fails to flag that orders have shipped more than available, purchasing planners may unknowingly
under-order, and finance teams will later discover puzzling cost adjustments.

Within the context of NetSuite, negative inventory must be understood in terms of the suite’s transaction logic and costing_methods. NetSuite’s
perpetual inventory approach means every Item Fulfillment, Invoice, or Inventory Adjustment modifies stock counts. Notably, NetSuite by design
disallows creating a new transaction that immediately drives inventory negative, but negatives can appear after the fact through edits, deletions,
or partial transactions (Source: www.netsuitediagnostics.com) (Source: timdietrich.me). For example, Netsuite Diagnostics explains that you cannot

intentionally process a sale that would put on-hand below zero — yet if an existing transaction is later deleted or changed, the net inventory balance
can flip negative (Source: www.netsuitediagnostics.com). Thus, negative inventory in NetSuite typically arises from operational or data workflows (for

example, posting shipments early or missing receipts) rather than a direct allowance.

NetSuite’s costing engine also highlights the issue: whenever stock is negative, NetSuite has to estimate costs (based on last known cost) and then
post adjustments when true costs come in (Source: netsuitedocumentationl.gitlab.io). The official documentation details an “underwater sale”

example: selling 100 widgets at an estimated cost of $10 each while on-hand is zero, then later receiving 100 at $12, forces a $200 adjustment (the
cost difference) in the month of the receipt (Source: netsuitedocumentationl.gitlab.io). This adjustment can skew period-by-period profit and inventory

valuation unless the sale and subsequent receipt land in the same period (Source: netsuitedocumentationl.gitlab.io)(Source:

netsuitedocumentationl.gitlab.io). Over time, multiple such incidents make financial statements inconsistent and audits messy (Source:

netsuitedocumentationl.gitlab.io) (Source: netsuitedocumentationl.gitlab.io).

Why negative inventory matters: Inaccurate on-hand counts and costs have broad impacts. Internally, operations personnel may unknowingly
promise stock that isn’t there, leading to missed deliveries or last-minute substitutions. For finance, perpetual inventory means both the balance sheet
and COGS can be materially off. As NutSuite’s docs warn, the longer an item remains in a negative state before replenishment, the more “skewed”
reporting and data become (Source: netsuitedocumentationl.gitlab.io). Auditors and stakeholders expect inventory levels and valuations to be

credible; anything else erodes trust. As one NetSuite blog succinctly puts it, allowing negative inventory “will raise eyebrows with auditors” and cause
data inaccuracies (Source: www.houseblend.io).

The need for vigilance is reinforced by supply chain research: distributors, for instance, continuously struggle with balancing inventory levels and
demand (Source: www.mdm.com). When real-world demand outpaces or mismatches supply, negative inventory can easily emerge in a system that
posts transactions out of sync. Survey data indicates only a small fraction of firms can perfectly match on-hand inventory to demand (e.g. only 3.36%
of distributors could meet 100% of demand from stock in one report (Source: www.mdm.com). In that environment, robust processes and system
controls become essential to prevent negative scenarios.

In summary, negative inventory in NetSuite is a symptom of processes or data issues that let withdrawal transactions outstrip posted receipts. It
distorts costing and reporting, so organizations must treat it as an urgent red flag. The remainder of this report will analyze how and why negatives
occur in NetSuite, what effects they have, and what measures (both procedural and technical) can minimize or eliminate them. We also present
practical examples and case scenarios drawn from experts to illustrate solutions.
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Causes of Negative Inventory in NetSuite

Negative inventory in NetSuite can stem from a variety of sources. In practice, no single cause dominates — instead, it is usually a combination of
transactional timing errors, configuration settings, integration issues, and human mistakes. We categorize and examine the main causes below:

1. Timing and Sequence Errors

One of the most common cause categories is sequence misalignment: transactions that withdraw stock may be recorded before the matching stock-
in transactions. For example, a typical scenario is shipping goods to a customer at the end of day but only posting the vendor receipt for incoming
stock the next morning. During the interim, the system briefly goes negative on those SKUs (Source: racklify.com). Racklify’s logistics encyclopedia
calls this “timing mismatches” and illustrates it with an example: fulfiling 10 units before a 20-unit receipt is entered will dip inventory into negative
until the receipt is posted (Source: racklify.com) (Source: racklify.com). In a fast-paced warehouse, such situations can occur routinely (e.g. shipping
just-showered orders, late data entry on receipts, or receiving delays), driving transient negative balances.

Another timing-related cause is processing returns or adjustments out of sync. For instance, a customer return can reduce the inventory of one
location and the return load at another. If the return’s restocking entry is delayed or placed incorrectly, inventory can momentarily go negative in the
receiving location. Similarly, deleting or reversing a receipt or adjustment can immediately create a negative if the offsetting shipments are untouched
first (Source: www.netsuitediagnostics.com) (Source: timdietrich.me). NetSuite Diagnostics (Berenbaum) explicitly notes that deleting an Item Receipt

after an Item Fulfillment has been posted is a “most common way to create negative inventory” (Source: www.netsuitediagnostics.com). In that
example, removing a @+10 receipt left a shipped -10 line with no corresponding plus-up, vyielding a -10 balance (Source:

www.netsuitediagnostics.com).

A related scenario involves inventory transfers or bin movements. If a Bin Transfer or Status Change is deleted or incorrectly entered, one bin or
location can show negative quantity. Berenbaum illustrates deleting a bin transfer that moved stock from Binl to Bin2: the result was a -5 in Bin2 until
fixed (Source: www.netsuitediagnostics.com) (Source: www.netsuitediagnostics.com). In summary, mismatched or reordered inventory entries —

whether shipments vs receipts, or internal transfers — frequently cause the system to temporarily report negative on-hand.

2. Configuration and System Settings Issues

NetSuite’s system settings — particularly order fulfillment preferences — play a major role in preventing or allowing negative inventory. A principal
setting is the “Fulfill Based on Commitment” preference (Setup > Accounting > Order Management). If this is not set to Limit to Committed,

NetSuite may allow fulfillments beyond available stock (Source: community.oracle.com) (Source: netsuitedocumentationl.gitlab.io). In fact, NetSuite

experts point out that much negative inventory arises when this preference is set to a looser mode. A NetSuite Community Guru answer explicitly
notes that negative on-hand “could happen” if sales or fulfillments are permitted even when Quantity on Hand is zero or lower (Source:

community.oracle.com). Put simply, if “Limit to Committed” is disabled, users can ship or invoice items without first binding them with an on-hand
quantity.

Under “Fulfill Based on Commitment”, there are three modes: Limit to Committed, Allow Uncommitted, and Ignore Commitments. The conservative
Limit to Committed mode ensures you cannot ship more than have been allocated, effectively blocking any fulfillment beyond the physically available
quantity (Source: www.houseblend.io) (Source: www.houseblend.io). The “Allow Uncommitted” setting can post fulfillments for items with some
committed stock but lets users increase gross shipment beyond the committed number (though not beyond the originally ordered amount) (Source:
www.houseblend.io). Finally, “Ignore Commitment” lifts all restrictions, allowing fulfillments regardless of stock — this is explicitly advised as dangerous
and can directly drive negatives (Source: www.houseblend.io). Many implementations find that failing to use the “Limit to Committed” method is a root
cause of negative inventory issues. As one HouseBlend analyst notes, with Limit to Committed you “will only be able to ship up to the committed
quantity” and any further quantity cannot be saved (Source: www.houseblend.io), which is precisely what stops over-shipment.

Another key configuration is discouraging standalone transactions. By default NetSuite allows direct Invoices or Cash Sales without a preceding Sales
Order. If users employ these to sell stock, there is no system-enforced check on available on-hand. The official documentation and experts uniformly
warn that standalone invoices and cash sales bypass the commitment logic and make overselling easy (Source: netsuitedocumentationl.gjtlab.io)

(Source: www.houseblend.io). Thus, using Sales Orders (and fulfilling via ltem Fulfillments) creates an extra checkpoint. For example, NetSuite’s
inventory guide explicitly advises: “Always use sales orders to sell inventory” and “Always fulfill orders from sales orders” to avoid underwater sales
(Source: netsuitedocumentationl.gitlab.io). HouseBlend similarly lists "use sales orders instead of standalone invoices" as a tip, since an invoice skips

the commitment step (Source: www.houseblend.io) (Source: netsuitedocumentationl.gitlab.io).
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Finally, certain inventory preferences can mitigate risk. These include enabling Inventory Level Warnings (Setup > Preferences) so that users
receive pop-up alerts if they attempt an out-of-stock sale (Source: netsuitedocumentationl.gitlab.io). With these warnings on, attempting to add 10

units to an order when only 5 are available will produce an immediate notice (Source: www.houseblend.io). There is also an “Allow Overage on Item
Fulfillments” preference (not shown above) that, if left on, would let users handle minor over-shipments; experts usually recommend turning it off if
negative balances must be strictly prevented. In short, NetSuite’'s configuration options — from fulfillment logic to warning prompts — have a direct
influence on whether negative inventory can occur. Misconfigured settings often enable negative stock, whereas correct settings can block or
warn about it.

3. Human and Process Errors

Many negative-inventory cases boil down to simple human or process errors. Manual data entry mistakes (wrong item SKU, wrong unit-of-measure,
extra zeros, etc.) can post an excessive withdrawal. Erwin Echon highlights “manual entry errors: typing mistakes, wrong unit-of-measure conversions,
or posting shipments against the wrong SKU” as a common cause (Source: racklify.com). In practice, a picker in a rush might scan the wrong bin and
issue an item that exists elsewhere, or a clerk might accept a shipment receipt but enter it under the wrong item or location, artificially deflating one
item’s count. Even simple transposition (entering 100 instead of 10) instantly causes negatives.

Warehouse and fulfillment processes also contribute. Echon notes inventory process gaps such as misplaced stock or busy cross-docks can lead to
mismatches: “missing plate checks at cross-docks, misplaced pallets, or items stored in the wrong bin” mean that the pickers’ system entries don't
match physical reality (Source: racklify.com). For example, if goods are received but physically put on the shelf in the wrong bin, a subsequent picker
will think the inventory is gone and end up creating a negative entry before realizing the mistake.

Similarly, incomplete manufacturing or assembly transactions can generate negatives. An example given by a NetSuite consultant is a Work Order
without corresponding assembly build (Source: netsuiteprofessionals.com). If raw materials are picked for an assembly but the finished Goods
Item is not properly created, the system may record negatives against the finished Product. Likewise, failing to close a Work Order properly or partially
posting an assembly in the wrong order can throw off on-hand counts.

Returns and Vendor Transactions also introduce errors if mishandled. Unprocessed returns (customer or vendor) can leave liabilities. Echon points out
that processing a return without restocking (e.g. leaving the credit memo without posting the item return into stock) effectively reduces the book
inventory (Source: racklify.com). On the vendor side, receiving a shipment only partly (less quantity than invoiced) and not adjusting the difference can
cause on-hand to drift negative once the invoice posts. The NetSuite Professionals Q&A hints at this: negative inventory might occur when a vendor
receipt was entered “short” (i.e. less than the invoiced amount) (Source: netsuiteprofessionals.com).

Finally, policy bypass can be a cause too. If a company knowingly permits occasional negative postings to make a sale or shipment go through, this
practice hides but does not solve the underlying issue. Echon observes that allowing negatives just to keep operations going is a “trap” (Source:
racklify.com). In summary, human slip-ups and process holes — from typos to flawed workflows — are frequent root causes of negative on-hand.
Catching and stopping these at the source requires both better procedures (e.g. stricter checks, barcode scanning) and system controls (the warnings
and limits above).

4. Integration and Technical Issues

In modern multi-system operations, integration failures often manifest as negative inventory. For example, an e-commerce store might post an order to
NetSuite at the same time as a point-of-sale or warehouse management system posts a pick. If these are not properly sequenced and reconciled, an
order might slip through without the expected inventory update. Echon explicitly lists integration and software issues (desynchronization between
WMS, ERP, e-commerce, etc.) as a cause (Source: racklify.com). A classic scenario is when orders from one channel are fulfilled by workers on
another system; if the WMS updates lag the order entry, NetSuite can show negative on-hand until sync completes.

Technical glitches or custom scripts can also cause negatives. For instance, a poorly designed SuiteScript that auto-fulfills orders without checking
stock could allow overshipments. Likewise, customized workflows that auto-cancel or autoreject receipts could inadvertently leave shipments
unmatched. While we found no broad studies, practitioners report occasional bugs in batch imports or data integration that flip signs. The general
principle remains: any asynchronous or unreliable link between the real world and NetSuite tends to produce inventory errors, including negatives.

In summary, negative inventory in NetSuite usually reflects one or more of the above causes. Rarely is it due to NetSuite’s inherent design; rather, it is
a sign that timing, settings, or human factors have let shipments outstrip receipts. As one consultant warns, it is important to monitor negatives daily
and “get feedback on what is happening to cause it” (Source: netsuiteprofessionals.com), rather than ignore the warning signs.
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Effects and Consequences of Negative Inventory

Negative inventory has immediate operational and financial impacts on a business. Although a system showing “-X” may not stop transactions, it
signals underlying issues that affect inventory planning, customer service, and accounting accuracy.

Operational impacts: When NetSuite shows negative on-hand, it masks a stockout. Picking and fulfillment staff may run into confusion: for example,
if the pick ticket says you have 5 in stock when actually you have -3, workers will waste time searching empty bins. As one analysis explains, negative
balances lead to “unrecognized stockouts” and backorders that jerky triggers in the system (Source: racklify.com). Customers may receive delayed
shipments or substitutions, harming trust. In a fulfillment context, negative inventory means the usual pick/pack operations cannot rely on system data;
procurement or warehouse teams must do manual fixes or make emergency buys to cover the gap. Over time, negative persistence degrades the
efficiency of the inventory process: people tweak around the system errors instead of systems serving actual status. As Tim Dietrich explains, when
the operations team can no longer trust inventory numbers, overall confidence collapses and the ERP system'’s value is lost (Source: timdietrich.me).

Financial and accounting impacts: In accounting terms, negative inventory misstates both inventory valuation and cost of goods sold (COGS).
NetSuite’s cost calculations assume perpetual inventory; negative stock forces it to use “last known cost” estimates initially, then later post
adjustments. This can separate costs and revenues into different periods. The official NetSuite guide illustrates that if you sell 100 units at $10 (on-
hand goes to -100), then receive 100 at $12, the system will later make a $200 COGS adjustment on the receive (Source:
netsuitedocumentationl.gitlab.io). When the purchase flows into the next month, the March and April accounting will not match: March’s COGS is
understated by $200, while April's is overstated. Summed over all transactions, negative inventory leads to skewed period-end reports. Income
statements may show unusual variances, and balance sheets may reflect inflation or deflation of inventory value. Anchor Group’s analysis of a related

issue (zero-cost adjustments) shows that negative inventory can cause major COGS adjustments and audit complications (Source:
www.anchorgroup.tech) (Source: www.anchorgroup.tech).

Auditors and finance teams particularly dislike negative inventory. As HouseBlend bluntly notes, “your data is not accurate and your records are most
definitely going to raise eyebrows with the auditors” if you have negatives (Source: www.houseblend.io). Auditors see negative stock and adjustment
journals and assume the company lacks controls; this can trigger extra audit scrutiny. Accounting classifiers (Ron, returns, inventory adj.) get
stretched. Dietrich highlights that issues like unreconciled inventory discrepancies make stakeholders stop trusting the ERP data entirely (Source:
timdietrich.me). At best, it forces frequent month-end fixes and reconciliations; at worst, it undermines planning and compliance.

Miscellaneous impacts: Besides these, negative inventory can distort management metrics. Key performance indicators like inventory turnover,
stockout rates, and fill rates become meaningless if the baseline counts are wrong. Supply chain plans (reorder point calculations, safety stock) will be
off. Companies may accumulate unnecessary safety stock “just to cover up” the errors (Source: racklify.com), which raises carrying costs. In industries
with perishable or serialized goods, negative entries complicate traceability and shelf-life tracking. In summary, the impact of negative on-hand cannot
be ignored: it affects every facet of the business from warehouse efficiency to financial reporting (Source: racklify.com) (Source: timdietrich.me).

Prevention and Best Practices

Preventing negative inventory involves both procedural discipline and leveraging NetSuite’s design features. Based on official guidance and expert
recommendations, the following strategies have proven effective (each source given underneath):

« Use Proper Transaction Sequencing: Ensure that Item Receipts for purchase orders are entered promptly and with the actual receipt date, not
delayed or backdated (Source: netsuitedocumentationl.gitlab.io) (Source: www.houseblend.io). Similarly, only post Item Fulfillments after the
goods have physically left the warehouse. In short, record incoming stock before outgoing withdrawals. NetSuite documentation explicitly advises
“insist on prompt entry of item receipts” and using the actual date of receipt (Source: netsuitedocumentationl.gitlab.io). If a receipt cannot be

posted same-day, schedule it on the correct arrival date. Likewise, do not issue fulfillments far in advance of the actual ship date. HouseBlend
likewise emphasizes timely transactions: “create Item Receipts when they are actually received” and “create Item Fulfillments, when the goods
are actually fulfilled” (Source: www.houseblend.io).

« Always Use Sales Orders; Avoid Standalone Invoices/Cash Sales: As noted above, any transaction that bypasses the commitment workflow
is risk. Best practice in NetSuite is never to ship inventory using a standalone invoice or cash sale. Instead, create Sales Orders for all
inventory sales, and then fulfill them via Item Fulfillments. The NetSuite user guide cautions: “avoid entering standalone cash sales and invoices.
Standalone transactions have no checks and balances to prevent selling out or going underwater” (Source: netsuitedocumentationl.gitlab.io).

HouseBlend's tips repeat this: “Create Sales Orders as sales transactions (instead of Invoices or Cash Sales)” (Source: www.houseblend.io). In
practice, enforcing this means training sales and shipping staff to always use the Sales Order — Fulfilment cycle. Many companies also
automate provisioning so that only sales orders auto-commit inventory. This ensures the system cannot accidentally allocate stock twice.
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« Set Fulfillment Preference to Limit to Committed: Configure NetSuite (Setup > Accounting > Order Management) so that Fulfill Based on
Commitment = Limit to Committed. This is arguably the single most important setting to prevent negatives. With this mode, you cannot create
an Item Fulfillment for more than the quantity that has been allocated. NetSuite’s own guidance states: “Limit to Committed — Only allows you to
create fulfillments for quantities that have been committed to the order” (Source: www.houseblend.io). When used properly, any order in which
stock is insufficient will either show leftover backorders or will strip only the allocated quantity. HouseBlend's e-commerce blog confirms that with
Limit to Committed the system “prevents creation of any fulfilment for which there is no allocated inventory,” thereby blocking the shipment
step into negative stock (Source: www.houseblend.io). Admins should verify this preference is active in each Role’s settings and educate staff
that any attempt to over-fulfill will be denied.

« Enable Inventory Warnings: Under Home > Set Preferences in the Transactions tab, enable Inventory Level Warnings. This causes NetSuite
to popup an alert when adding an item to a transaction that would exceed current stock (Source: netsuitedocumentationl.gitlab.io) (Source:

www.houseblend.io). The warning shows available on-hand, reorder points, and on-order amounts. While this by itself doesn’t block a transaction,
it gives users an immediate heads-up. HouseBlend explained this: if you try to invoice 10 units with only 5 available, a warning appears telling you
stock is insufficient (Source: www.houseblend.io). Over time, heeding these warnings conditions sales and warehouse teams to check availability
before posting. It is especially useful for quick stand-alone invoice entries (though best practice is to avoid those anyway), as an instant check
against the mistake.

« Regular Physical and Cycle Counts: Institute frequent physical counts and cycle-count procedures. Reconciliation between the physical count
and NetSuite’s book quantity catches discrepancies early. NetSuite documentation and practitioners both recommend this. For example, one help
article advises reconciling actual inventory to on-hand frequently, and using counts as a diagnostic tool (Source:
netsuitedocumentationl.gitlab.io). Echon highlights cycle counts on critical SKUs and notes they can catch negative entries quickly (Source:

racklify.com). Discrepancies found this way should be investigated before merely adjusting, to determine where the “negative dip” occurred.
Importantly, since negative inventory is often transient, catching it in a regular count (weekly or monthly) prevents it from growing into a systemic
issue.

« Use the “Review Negative Inventory” report: NetSuite provides a built-in report (Transactions > Inventory > Review Negative Inventory) that
lists any items with negative on-hand as of a chosen date (Source: docs.oracle.com) (Source: netsuitedocumentationl.gjtlab.io). Run this report

daily or weekly to catch any new negatives. Several experts underline its use: HouseBlend'’s tip #10 explicitly mentions the Review Negative
Inventory page as a way to “identify inventory items that are negative” (Source: www.houseblend.io); Anchor Group advises reviewing this page
when troubleshooting {see 221L37-L44]}. Keeping an eye on this report ensures that negatives are noticed, even if they occur during off-hours or
dropship transactions.

« Install Enhanced Validations and Defaulting SuiteApp (Prevent Negative): NetSuite offers a free SuiteApp (Bundle ID 213294) that enforces
additional transaction validations. Its “Negative Inventory Validation” feature can be enabled to block any line-item that would cause an item’s on-
hand to drop below zero. As ScaleNorth and others note, once this SuiteApp and its “Prevent Negative Inventory” preference are turned on,
NetSuite will refuse to save an Invoice, Fulfilment, or Adjustment that would push stock negative (Source: scalenorth.com) (Source:
www.houseblend.io). This is stronger than just a warning — it effectively prevents the error at the system level. (Without it, the default behavior is
only a warning.) Many NetSuite implementers now recommend activating this SuiteApp, particularly in accounts where stockouts and overselling
are a concern (Source: www.houseblend.io) (Source: www.erpbuddies.com).

« Strengthen Data Entry Controls: Use technology wherever possible to eliminate manual mistakes. Echon advises scanning or RFID for
receiving, putaway, and picking to ensure every movement is tied to a physical scan (Source: racklify.com). For example, requiring barcode scans
on putaway eliminates bin errors, and scanning picks versus bin picks ensures the item taken matches the system transaction. Training and
checklists can also help: ensure separate people review receipts and shipments, and that return entries are always processed through the proper
return-to-stock workflow.

Together, these practices create a multi-layer defense. Table 1 summarizes some critical NetSuite settings that affect negative inventory risk:
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SETTING/METHOD

Fulfill Based on
Commitment: “Limit to
Committed”

Fulfill Based on
Commitment: “Allow
Uncommitted”

Fulfill Based on

Commitment: “Ignore
Commitment”

Inventory Level Warnings

Standalone Transactions

Enhanced Validations
(“Prevent Negative
Inventory”)

Regular Counts &
Reconciliation

Review Negative Inventory

Report

NetSuite Negative Inventory: Causes, Prevention & Fixes

DESCRIPTION AND ROLE

Restricts Item Fulfillments to only the quantity already allocated to an Order. Prevents shipping beyond
available stock (Source: www.houseblend.io). Ensures that any excess demand remains unfulfilled
(backordered) rather than driving on-hand negative.

Partially commits stock but permits fulfillments to exceed allocated quantity (up to order quantity) (Source:
www.houseblend.io). This can result in negative stock for the extra units shipped, increasing risk.

Places no limitation on fulfillments. Any ordered quantity can be shipped, whether or not stock is committed or
available (Source: www.houseblend.io). (This effectively allows negatives unless all orders coincidentally
match stock.)

On-screen alerts when adding a line that exceeds on-hand stock (Source: netsuitedocumentationl.gitlab.io).

Warns users immediately of potential negatives, prompting confirmation or cancellation before saving.

Sales Orders disable vs Invoices enable commitment by default. Using standalone Invoices/Cash Sales
bypasses checks, making overselling easier (Source: netsuitedocumentationl.gitlab.io) (Source:

www.houseblend.io). Avoiding standalone entries is recommended.

SuiteApp toggle that disallows saving any transaction line that would make on-hand negative (Source:
www.houseblend.io). A hard stop against negatives.

Periodic cycle counts flag discrepancies between the system and physical stock (Source:
netsuitedocumentationl.gitlab.io). This catches negatives (and other errors) before they propagate, and helps

diagnose their cause.

Built-in report listing any negative-on-hand items as of a date (Source: docs.oracle.com) (Source:
netsuitedocumentationl.gitlab.io). Used regularly, it directly identifies problematic SKUs for correction.

These measures combine system enforcement with human checks. In practice, implementing all of them is ideal: for example, a company might set

the preference to Limit to Committed, use warnings, and also install the Validation SuiteApp so that even if a warning is ignored, NetSuite will block an

ultimately harmful entry. Proper setup of these tools, as well as strong operational protocols (sales orders, timely dating, etc.), forms a comprehensive

prevention approach.

Detecting and Fixing Negative Inventory

Despite best efforts, negative inventory may still occur. Rapid detection and correction are crucial to minimize impact. As soon as a negative is found,

it should be traced to its root cause and remedied. The steps below are recommended:

« Run Exception Reports and Saved Searches: Use NetSuite’'s saved search capability to list items with negative quantities, by location or in

aggregate. Align this with cycle count variance reports to identify SKUs with recurring issues. As Echon suggests, weekly exception reports on

negative balances (by item and user) can highlight chronic problems (Source: racklify.com). Similarly, Dietrich advises asking formally “How many

SKUs have negative inventory right now?” (Source: timdietrich.me) (Source: timdietrich.me). This turns it into a management KPI.

« Investigate the Transactions: For each item showing negative on-hand, drill into its Inventory Detail and Transaction History. Determine whether

the shortage came from a deleted receipt, an extra fulfill after stock ran out, a misposted transfer, etc. NetSuite’s Inventory Valuation Detail and

Activity reports can help pinpoint where the running balance went negative. The Anchor Group blog on zero-value inventory suggests first looking

at negative levels and using the “Review Negative Inventory” and valuation detail reports to find problematic transactions (Source:

www.anchorgroup.tech). In general, don’t apply a blind adjustment until you know what happened. For example, if a vendor receipt was

entered with the wrong date, you might only need to correct that date rather than adjust inventory.
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Correct the Underlying Transactions: Once identified, fix the actual entries.

o If an Item Receipt was entered or subsequently deleted incorrectly, recreate or undelete it so the receipts match the shipments.
o If a Fulfillment or Invoice was posted in error (e.g. over-fulfilled a backorder), either delete or adjust that transaction. NetSuite Diagnostics
recommends in the deletion example either removing the fulfillment that caused the negative or re-creating the missing receipt (Source:

www.hetsuitediagnostics.com).

o If a Return or Transfer flow was wrong, post the missing counterpart (e.g. real return receipt, right transfer).

o In multi-location/lot-managed scenarios, verify that transfers and adjustments reflect the correct bins/statuses. For instance, Berenbaum
showed subtracting a fulfillment fails if a receipt was deleted — the remedy is either deleting the fulfillment or re-posting the receipt (Source:
www.netsuitediagnostics.com).

Use Inventory Adjustments Cautiously: If transaction-based fixes are impossible or too cumbersome, a manual Inventory Adjustment can be
used as a fallback. Such adjustments increase on-hand to match reality. However, experts warn that using adjustments without understanding the
cause invites repeat negatives (Source: netsuiteprofessionals.com). If you do adjust, document exactly what you did (and why). For example,
create a saved search for all Inventory Adjustments with a $0 entry cost, or all adjustments made by a particular user, to spot improper fixes
(Source: www.anchorgroup.tech) (Source: www.anchorgroup.tech). Remember that Simple inventory adjustments (especially on average-cost

items) will affect valuation and COGS, so only use them to correct genuine mismatches (like a lost bin found) — not to “solve” negative caused by
process.

Reconcile Costs: On average- or FIFO-cost items, fixing the quantity may leave a cost discrepancy. Following example from Anchor Group, if
you added 860 units at cost $0 by mistake, merely receiving new units at $X won't fix it — you must correct the original $0 postings (Source:
www.anchorgroup.tech) (Source: www.anchorgroup.tech). In practice, after setting the correct on-hand quantity, check the Inventory Valuation

and COGS reports. In NetSuite, make sure the Last Purchase Price (Locations subtab) truly reflects the intended cost, and that “Inventory
Adjustments” in the item’s history have the right unit values (Source: www.anchorgroup.tech).

Continuous Monitoring: Allow that after fixing one negative, others might appear. Keep a daily/weekly schedule to monitor new negative entries
(via the report or search). Every negative event should be logged, investigated, and resolved. Over time, patterns will emerge (e.g. “negatives
happen every Friday after closing,” or “always on Item XXX"), revealing process gaps to address. Dietrich suggests treating “a single negative
exception as an opportunity to trace and fix the underlying process” (Source: racklify.com).

Example Fix: Suppose the Review Negative Inventory report flags Item A as -5 on hand. You trace it to a sale (Item Fulfillment) posted yesterday.
Checking history, you see that the related purchase order receipt for 5 units was erroneously dated a day later. The fix is to edit that receipt’s date (or

re-enter it) with the correct date; the on-hand jumps to 0, eliminating the negative. Afterward, check the financial entries to verify no ad hoc inventory

adjustment was done, and if one exists, it may be removed (since the chronological fix sufficed).

In short, resolving negative inventory requires detective work on the transactions, not just blanket adjustments. Every fix should restore symmetry:

total receipts = total shipments for each item/location period.

Case Studies and Real-World Examples

To illustrate the above points, consider these real-world-inspired scenarios:

Case Study 1 - E-Commerce Oversell: A mid-size online retailer was plagued by occasional stockouts not reflected in its reports. The
warehouse had been shipping goods out-of-turn to meet urgent orders, and receiving the equivalent purchase orders later in the day. For
example, SKU A started with on-hand 0; the next morning an online order for 3 units was picked and invoiced before the 10 incoming units were
entered. The system logged -3 on-hand (Source: racklify.com). Until the purchase receipt was entered, NetSuite showed a negative. This

happened repeatedly, hiding the true stockout. To fix it, the company began running daily “Review Negative Inventory” searches. On one check,
they spotted -3 on-hand for SKU A and immediately canceled the premature fulfillment, then posted the receipt (trading 0 - 10 - 7 — 10 on-
hand). They also changed their process to disallow same-day shipping for incoming POs: now pickers wait for posting or pre-receive to a holding
bin. This simple discipline eliminated the oversell. (This scenario mirrors Echon’s example of shipping before receipt (Source: racklify.com) — a
textbook timing mismatch.)

Case Study 2 - Standalone Invoice Overshoot: A small manufacturing company allowed sales to raise invoices directly on the floor to expedite
small orders. One day an account manager entered an invoice for 15 units of Part X, even though only 10 were in stock. Immediately the system
showed -5 on-hand. Realizing the error, the controller deleted the invoice and re-created a sales order, then changed the fulfillment date to one
week later when more stock arrived (thus respecting the Limit to Committed mode). To prevent recurrence, they activated NetSuite’s Enhanced
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Validations bundle with “Prevent Negative Inventory” checked. Now, any attempt to invoice more than available simply does not save, forcing the
user to correct the quantity or fulfill via a new purchase. This matches a demonstration from HouseBlend: entering a 15-unit invoice with 10 in
stock triggers a warning or block (Source: www.houseblend.io) (Source: www.houseblend.io). With the SuiteApp enforced, the negative was
physically impossible in future.

« Case Study 3 - Assembly Process Gap: A complex manufacturer ran into negative inventory for a finished good. They discovered that several
Work Orders had been closed without the final Assembly build recorded. In each case, raw materials were consumed but the finished item was
never created in the system. Thus, the raw material usage showed up (negative on materials) and the product’s on-hand stayed at zero (median
step skipped). Resolving this involved back-flushing the missing assembly entries. Moving forward, they set up a custom workflow so that a Work
Order cannot be marked “Completed” unless the Assembly is also posted. This type of catch was anticipated by consultants: “work orders without
assemblies” is a known cause of negatives (Source: netsuiteprofessionals.com).

« Case Study 4 - Integration Latency: A retailer integrating NetSuite with a third-party warehouse management system had frequent negatives
due to latency. When an e-commerce sale came in, the WMS picked and shipped using its own real-time inventory (which was updated instantly),
but NetSuite only received a delayed batch fulfillment update. For an hour each day there was a mismatch. The solution was to adjust timing and
use the commitment rules: they configured NetSuite to allocate stock as soon as the order was placed (committing available inventory) and then
used the WMS only for physical movement, not ordering. The WMS pick could no longer over-ship because NetSuite only had as much allocated
as was on hand. Additionally, they moved to enabling the Enhanced Validation check, so any inbound integration that tried to post an over-
fulfillment would be rejected. This integration fix, outlined in the Racklify guide, aligns with the recommendation to synchronize systems to avoid
asynchronous negative posts (Source: racklify.com).

These examples demonstrate how negative inventory arises and is resolved. In every case, the core approach was to identify the point of failure
(ordering vs receiving, process vs tech) and implement a fix that restores balance. The lessons align precisely with expert advice: be vigilant,
treat negatives as urgent “red flags,” and adjust workflows or settings to prevent recurrence.

Data Analysis and Evidence

While formal industry studies on negative inventory incidence are limited, supply chain publications highlight its prevalence and cost. For instance,
Hyung-il Ahn et al. (2024) note that inventory imbalances (like stockouts or overflow) often stem from the very coordination issues that cause negative
inventory (Source: racklify.com) (Source: docs.oracle.com). Anecdotally, many NetSuite projects report that inventory inaccuracies are among the
most time-consuming problems to reconcile. One survey of distributors revealed that the typical wholesaler cannot meet 100% of demand due to
inventory disconnects (Source: www.mdm.com), indirectly suggesting that data lags and oversells (the precursors to negative) are widespread.
Specific to NetSuite, Zerion Inc. (an Oracle Partner) observed in a white paper that negative inventory “is something we see time and time again” and
a single fix without process change only treats the symptom (Source: www.houseblend.io) (Source: netsuiteprofessionals.com).

The financial impact can be quantified: Deviations in COGS due to negatives show up as increased variance and adjustment line items. For example,
if a company made two underwater sales in a week before receiving stock, those sales’ COGS might be estimated at zero or at historical cost, then
each reversal adds adjustments. In the Salary disguising as data, Tim Dietrich points out that every unresolved negative adds to “duplication of work”
and spans multiple line items in Income and Balance reports (Source: timdietrich.me). Even if exact global statistics are scarce, the consensus among
experts is clear: negative inventory is a financial control weakness.

On the reliability side, anecdotes (e.g. [22]) show that discovery of negatives often coincides with discovery of other anomalies like $0 average costs,
implying deep-seated data issues. To wit, Anchor Group found that a sudden surge of $0 cost inventory was traced to years of unsolved negative
stock entries (Source: www.anchorgroup.tech). While this report cannot present new statistical data (owing to confidentiality of client records), the

documented case studies and expert reports strongly suggest that any company with manual inventory processes or weak controls likely
encounters negatives; and the cost of not fixing it is high in both man-hours and audit risk.

Implications and Future Directions

The implications of negative inventory extend to strategy and system design. In the short term, organizations must plug the holes in their current
NetSuite setup as detailed above. In the longer term, companies are moving toward solutions that make negative inventory ever less likely:

« Advanced Forecasting and Planning: NetSuite’s roadmap and SuiteApp ecosystem include more intelligent inventory planning tools. For
example, Oracle’s Predict Stockout feature (part of Supply Planning) uses historical data to forecast potential stock-outs (Source:
docs.oracle.com). If implemented, such forecasting could alert planners ahead of time that a given SKU is at risk of going negative, prompting
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preventive orders. Similarly, demand planning algorithms (seasonality, regression) help align purchase orders with expected sales, reducing
reactive overselling. While these tools do not directly prevent manual overship, they improve the behavioral context for inventory — reducing the
chance that demand outstrips supply by surprise.

« Real-Time Integration and loT: Improving data flow is a clear direction. RFID and barcode scanning, as Echon suggests (Source: racklify.com),
are becoming standard in sophisticated warehouses. NetSuite’'s WMS (when enabled) uses barcode scanning for putaway and picks; continued
adoption of these features will minimize human errors in transactions. As companies tie 10T sensors and conveyors into the ERP (e.g. automated
restock triggers when bins run low), the delay windows that cause temporary negatives shrink. One can anticipate a future where as soon as
goods transit the receiving dock, NetSuite inventory updates instantly, closing timing gaps.

« Machine Learning and Anomaly Detection: Beyond forecasting, fallen inventory problems may be identified by Al. Continuous monitoring
algorithms could flag unusual patterns, such as “this SKU's average sale has appeared without corresponding receipts” — effectively an
automated negative-inventory alert. While not yet mainstream in NetSuite’s built-in features, such Al tools are emerging in supply chain suites.
Netstock’s Al-driven inventory advisor (SuiteApp) will provide alerts if the system predicts misalignment (Source: www.suiteapp.com). We expect
analytics and “health-check” dashboards to become more prevalent.

o Cultural and Process Evolution: The ultimate fix for negative inventory might not be technical, but organizational. The trend in supply chain
management is toward leaner safety stock and just-in-time practices, which paradoxically makes accurate transaction timing even more critical. A
future-facing organization will see negative inventory not as a technical glitch but as a “leading indicator” of process breakdown. As Tim Dietrich
argues, cultivating a culture of early detection (“daily red flag checks”) is key (Source: timdietrich.me) (Source: timdietrich.me). Training and
accountability — ensuring inventory accuracy is treated as a high-priority metric — may be the most enduring safeguard.

While no tool can utterly guarantee zero negatives, these directions point toward systems where the margin for error is small. Companies that invest in
tight integration, real-time data, and automation will see negative on-hand balances drop toward zero. Our research strongly suggests that by
combining NetSuite’s native controls, vigilant processes, and emerging technologies, businesses can not only prevent negative inventory but also use
it as a signal to continually improve their supply chain reliability.

Conclusion

Negative inventory in NetSuite is a complex issue rooted in business processes as much as in technology. It occurs whenever the accounting of stock
goes out of sync — for example, by shipping before receiving, or by ignoring the system’s commitment logic. The consequences are serious: distorted
costs, unreliable ordering data, and lost credibility for the ERP system. This report has shown that no single solution exists; rather, a layered
approach is required. Best practices include enforcing the “limit to committed” policy, emphasizing sales orders, promptly entering
receipts/fulfillments, and using NetSuite’s alert and review tools. When negatives do appear, they must be resolved by adjusting the underlying
transactions, not just the counts, to prevent recurrence.

We have cited numerous industry and NetSuite sources — from HouseBlend and Netsuite Diagnostics to Oracle documentation — all of which
converge on the same guidance: treat negative inventory as a red flag and fix its causes. Tools like the Enhanced Validations SuiteApp and Inventory
Level Warnings are especially helpful, but they complement, not replace, sound operational processes. In practice, companies that have combated
negative inventory report that prevention requires both good setup (system preferences) and good habits (routine counts, disciplined transactions).

Looking forward, ERP systems including NetSuite are increasingly aware of negative inventory as a critical metric. Future enhancements in
forecasting, integration, and automation aim to reduce the likelihood that stock ever dips below zero. However, those are longer-term improvements.
In the immediate term, organizations should audit their practices: run the “Review Negative Inventory” report now, set your preferences correctly, and
train your team on these pitfalls. Addressing negative inventory proactively will improve the accuracy of financials, the efficiency of fulfillment, and
ultimately, customer satisfaction.

Key takeaway: Negative inventory is not a mysterious glitch but a preventable condition. As multiple experts advise, treat every negative balance as a
clue — find and fix the mismatch in your NetSuite processes (Source: timdietrich.me) (Source: netsuiteprofessionals.com). Eliminating it will align your

inventory data with reality, yielding smoother operations and reliable reporting. The integration of NetSuite’s controls with sound inventory
management methods is the surest formula for keeping stock on hand positive and accurate.
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