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PART I

Item 1. Business
Overview
NetSuite Inc. ("NetSuite" or the "Company" is the industry's leading provider of cloud-based financials/ Enterprise
Resource Planning (“ERP”) software suites. In addition to financials/ERP software suites, we offer a broad suite of
applications, including accounting, Customer Relationship Management (“CRM”), Professional Services Automation
(“PSA”) and Ecommerce that enable companies to manage most of their core business operations in our single
integrated suite. Our "real-time dashboard" technology provides an easy-to-use view into up-to-date, role-specific
business information. We also offer customer support and professional services related to implementing and
supporting our suite of applications. We deliver our suite over the Internet as a subscription service using the
software-as-a-service ("SaaS") model.
Our revenue has grown from $17.7 million during the year ended December 31, 2004 to $236.3 million during the
year ended December 31, 2011. For the years ended December 31, 2011, 2010 and 2009 the percentage of our revenue
generated outside of United States was 27%, 26% and 24%, respectively.
Industry Background
The 1990s saw the widespread adoption among large enterprises of packaged business management software
applications that automated a variety of departmental functions, such as accounting, finance, order and inventory
management, human resources, professional services, sales and customer support. These sophisticated applications
required significant cash outlays for the initial purchase and for ongoing maintenance and support. In addition, these
applications were internally managed and maintained, requiring large staffs to support complex information
technology infrastructures. Most importantly, the applications generally were provided by multiple vendors, with each
application providing only a departmental view of the enterprise. To gain an enterprise-wide view, organizations
attempted to tie together their various incompatible packaged applications through long, complex and costly
integration efforts. Many of these attempts failed, in whole or in part, often after significant delay and expense. As a
consequence, many large enterprises have transitioned from multiple point products to comprehensive, integrated
business management suites, such as those offered by Oracle Corporation ("Oracle") and SAP AG ("SAP"), as their
core business management platforms.
Medium-sized businesses and departments of large enterprises have application software requirements that are similar,
in many respects, to large enterprises because their core business processes are substantially similar to those of large
enterprises. These requirements include the integration of back-office activities, such as managing payroll and
tracking inventory; front-office activities, including order management and customer support; and, increasingly,
sophisticated Ecommerce capabilities.
Medium-sized businesses are generally less capable than large enterprises of performing the costly, complex and
time-consuming integration of multiple point products from one or more vendors. As a result, medium-sized
businesses can frequently derive greater benefits from a comprehensive business suite. Suites designed for, and
broadly adopted by, large enterprises to provide a comprehensive, integrated platform for managing these core
business processes, however, generally are not well suited to medium-sized businesses due to the complexity and cost
of such applications.
Medium-sized businesses have begun to benefit from the development of the cloud computing delivery model. Cloud
computing uses the Internet to deliver software applications from a centrally hosted computing facility to end users
through a web browser. Cloud computing eliminates the costs associated with installing and maintaining applications
within the customer's information technology infrastructure. Cloud applications are generally licensed for a monthly,
quarterly or annual subscription fee, as opposed to on-premise enterprise applications that typically require the
payment of a much larger, upfront license fee. As a result, cloud applications require substantially less initial and
ongoing investment in software, hardware and implementation services and lower ongoing support and maintenance,
making them substantially more cost effective to run for medium-sized businesses.
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To date, the cloud computing software model has been applied to a variety of types of business software applications,
including CRM, security, accounting, human resources management, messaging and others, and it has been adopted
by a wide variety of businesses.
While cloud applications have enabled medium-sized businesses to benefit from enterprise-class capabilities, most are
still point products that require extensive, costly and time-consuming integration to work with other applications.
Medium-sized businesses generally have been unable to purchase a comprehensive business management application
suite at an affordable cost that enables them to run their businesses using a single system of record, provides real-time
views of their operations and can be readily customized and rapidly implemented. We believe NetSuite was the first
company to provide a cloud integrated suite of business management applications that addresses the needs of
medium-sized businesses in the comprehensive manner that Oracle and SAP address the similar needs of large
enterprises.
Our Solution
Our comprehensive business management application suite provides an integrated solution for running the core
functions of a business. All elements of our application suite share the same customer and transaction data, enabling
seamless, cross-departmental business process automation and real-time monitoring of core business metrics.
Businesses can deploy our solution as a business management suite, or deploy specific applications such as
financials/ERP, CRM, PSA or Ecommerce that can be integrated with existing application investments. In addition,
our financials/ERP, CRM, PSA and Ecommerce capabilities provide users with real-time visibility and appropriate
application functionality through dashboards tailored to their particular job function and access rights.

2
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Because our offering is delivered as a cloud-based solution via the Internet, it is available wherever a user has Internet
access, whether on a personal computer or a mobile device. The key advantages of our application suite for our
customers are:
One Integrated Solution for Running a Business. Our integrated business application suite provides the functionality
required to automate the core operations of medium-sized businesses, as well as divisions of large companies. This
unified approach to managing a business enables companies to create cross-functional business processes; extend
access to appropriate customers, partners, suppliers or other relevant constituencies; and efficiently share and
disseminate information in real time. Our suite is designed to be easy to use, while also providing in depth
functionality to meet the needs of our most sophisticated customers. Our customers can use our application suite to
manage mission-critical business processes, including complex financials/ERP (finance, accounting, inventory and
payroll), CRM (sales, order management, marketing and customer support), PSA (projects, resources, time, expense
and billing) and Ecommerce (hosting, online stores and website analytics) functions. We also have tailored our
offering to meet the specific needs of customers in the wholesale/distribution, services and software industries, to
better serve those customers' distinct business requirements and accelerate the implementation of our offerings for
customers in those industries.
Role-Based Application Functionality and Real-Time Business Intelligence. Users access our suite through a
role-based user interface, or dashboard, that delivers specific application functionality and information appropriate for
each user's job responsibilities in a format familiar to them. For example, the dashboard for a salesperson would
deliver functionality for managing contacts, leads and forecasts, while the dashboard for a warehouse manager would
deliver capabilities appropriate for managing shipping, receiving and returns. These dashboards also incorporate
sophisticated business intelligence tools that enable users to track key performance indicators, analyze operational
data to identify trends, issues and opportunities and make decisions that can improve the performance of their
business, all in real time.
Cloud Delivery Model. We deliver our suite over the Internet as a subscription service via the cloud, eliminating the
need for customers to buy and maintain on-premise hardware and software. Our suite is designed to achieve levels of
reliability, scalability and security for our customers that have typically only been available to large enterprises with
substantial information technology resources. Our architecture enables us to maintain very high levels of availability,
scale easily as our customers grow and provide a safe and secure environment for their business-critical data and
applications.
Flexible Deployment. As larger organizations increasingly choose cloud computing software to take advantage of the
resulting cost savings and business efficiencies, our solution can also be rapidly deployed as a standalone
financials/ERP solution rather than as a business management suite. This flexible deployment allows businesses to use
our cloud-based financials/ERP capabilities within line of business and integrate it with their existing CRM, PSA and
Ecommerce investments, or grow into the suite over time. Additionally, global enterprises with entrenched
enterprise-class financials/ERP investments at their corporate headquarters can deploy NetSuite OneWorld using a
“two-tier” approach. In this case, NetSuite OneWorld is deployed across subsidiaries, divisions or countries allowing the
organization to standardize its previously heterogeneous on-premise financials/ERP investments on a cloud-based
solution with all the cost savings and rapid deployment options the cloud enables.

Low Total Cost of Ownership. Our suite incorporates the functionality of multiple applications, thereby eliminating
the costs associated with attempting to integrate disparate applications, whether managed on-premise or delivered
on-demand. Our on-demand delivery model and our application's ease of use and configurability significantly reduce
implementation costs for hardware, software and services and the need for dedicated information technology
personnel. Customers typically subscribe to our application suite for a quarterly or annual fee based on the number of
users and the solutions they elect to deploy. Our subscription fees are generally significantly less than typical upfront
costs to purchase perpetual licenses, and our on-demand delivery system eliminates ongoing maintenance and upgrade
charges.
Rapid Implementation. Because we offer a relatively comprehensive application suite that incorporates the
functionality of multiple applications, we generally significantly reduce the time and risk associated with
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implementing and integrating multiple point products. Our cloud delivery model enables remote implementations and
eliminates many of the steps associated with on-premise installations, such as purchasing and setting up hardware. In
addition to our industry-specific offerings, our professional services organization is organized along customers'
industries; therefore, knowledge gained through an implementation with one customer may be applied to other
customers within that industry, speeding implementations. Customers can implement our offerings themselves, engage
our professional services organization or utilize the services of our partners.
Ease of Customization and Configuration. We enable users to customize our application suite to the particular needs
of their businesses. Our application suite can be configured by end users without software programming expertise. In
contrast to traditional on-premise applications, as new versions of our application suite become available, each
customer's customizations and configurations are maintained with little or no additional effort or expense required.
Our Business Strategy
Our goal is to enhance our position as a leading provider of cloud-based financials/ERP software suites for
medium-sized businesses. The key elements of our strategy include:
Expanding Our Leadership in Cloud-Based, Integrated Business Suites. We believe we were the first software vendor
to integrate front-office, back-office and Ecommerce management capabilities into a single cloud-based software
suite. We intend to improve our position in the cloud-based applications market by continuing to provide high-quality
offerings that encompass the enterprise-class functionality and ease-of-use our customers require. We also intend to
leverage our position as our customers' primary business management platform to add new and enhanced functionality
that will help them run their businesses more efficiently and expand our presence within their organizations.
Further Penetrate Global Enterprises. We believe there is a substantial opportunity to increase the presence of
cloud-based financials/ERP solutions within global enterprises through a “two-tier” deployment model. Under a “two-tier”
approach, a global business retains its existing investment in enterprise-class on-premise financials/ERP applications
at headquarters, but selects a different solution that is more cost effective to deploy and manage throughout its
subsidiaries. We believe NetSuite OneWorld "OneWorld" provides an ideal
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solution for this approach to global financials/ERP deployment, given that it provides multi-subsidiary, multi-currency
and multi-tax intelligence in real-time with local control for in-country operations, while being deployed as a cloud
application for fast and cost-effective delivery.
Tailoring Our Offering to Customers' Specific Industries. While we provide a general purpose suite applicable to all
businesses, we believe that tailoring our application to customers' specific industries has been and will continue to be
important to our growth. We currently offer industry-specific editions of our service for wholesale/distribution,
manufacturing, services, Ecommerce, media/publishing and software companies. We will continue to enhance the
capabilities of our application by further tailoring the functionality for these and other industries.
Growing Our Customer Base and Expanding Use of Our Service Within Existing Accounts. We intend to broaden our
offerings and expand our direct and indirect sales efforts to grow our customer base. In addition, we seek to increase
ongoing subscription revenue from our existing customers by broadening their use of our suite, thereby increasing the
number of users and modules deployed.
Fostering the Continued Development of the NetSuite Partner Network. We provide tools and programs to foster the
development of a network of value-added resellers, or VARs, systems integrators and independent software vendors.
In addition to programs that enable our partners to resell our suite, our SuiteCloud Platform allows these partners to
extend our platform by developing products of their own, including industry-specific versions of our application suite.
We intend to continue to enhance our platform and establish distribution models to bring these new solutions to
market.
Addressing the Multinational Business Requirements of our Clients. Medium-sized businesses are increasingly
seeking global business opportunities, in large part by leveraging the Internet. We believe that there is significant
opportunity to address the needs of medium-sized businesses with multinational business operations, and we currently
offer a localized version of our suite in a number of countries and languages. We will continue to extend our
application offerings to support the requirements of multinational medium-sized businesses.
Our Offerings
Our main offering is NetSuite, which is designed to provide the core business management capabilities that most of
our customers require. NetSuite, OneWorld and NetSuite CRM+ are designed for use by most types of businesses.
NetSuite OpenAir ("OpenAir") is designed for use specifically by professional services businesses. In addition, we
offer industry-specific configurations for use by wholesale/distribution, services and software companies. We also sell
additional cloud-based application modules that customers can purchase to obtain additional functionality required for
their specific business needs.
NetSuite. NetSuite is targeted at medium-sized businesses and divisions of large companies and provides a single
platform for financials/ERP, CRM, PSA and Ecommerce capabilities. It contains a broad array of features that enable
users to do their individual jobs more effectively. In addition, because all users are transacting business on the same
database system, NetSuite can easily automate processes across departments. For example, when a sales representative
enters an order, upon approval it automatically appears on the warehouse manager's dashboard as an item to be
shipped and, once the item has been shipped, it automatically appears on the finance manager's dashboard as an item
to be billed. Each customer can automate its key business functions across all departments, including sales, marketing,
service, finance, inventory, order fulfillment, purchasing and employee management. As with all of our offerings,
users access the application and data through a role-based user interface, or dashboard, tailored to deliver specific
functionality and information appropriate for their position.
NetSuite OneWorld. OneWorld is targeted at global businesses and divisions of large companies operating in
multinational and multi-subsidiary environments. OneWorld allows users to utilize our single platform for
financials/ERP, CRM, PSA and Ecommerce capabilities in multi-currency environments across multiple subsidiaries
and legal entities. OneWorld provides the ability to manage multiple companies or legal entities, with potentially
different currencies, taxation rules, and reporting requirements, within a single NetSuite account. OneWorld has
global CRM capabilities that allow for management of multi-currency quotas, forecasts, commission payments, sales
tax calculations and real-time reporting for everyone in a global sales organization from the local sales rep, to the
regional vice president to the head of worldwide sales. Additionally, growing companies typically employ multiple
sales channels for their global sales operations so OneWorld allows for automation of common sales channels
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employed internationally including direct sales, distribution partner networks and Ecommerce. Additionally,
marketing and customer support operations can also be managed globally using OneWorld so processes such as lead
routing and trouble ticket assignment can easily be handled across regions or in-country, with global customer
visibility and real-time measurement of marketing and service operational performance.
NetSuite CRM+. NetSuite CRM+ is targeted at a wide range of companies, including companies larger than our
traditional medium-sized business customers. Medium-sized businesses may use NetSuite CRM+ as an entry point
into the entire suite, while larger enterprises often implement it as an alternative to more limited CRM offerings. This
application provides traditional sales force automation, marketing automation, customer support and service
management functionality. NetSuite CRM+ contrasts with competitive CRM products by also incorporating order
management and many other financials/ERP and Ecommerce capabilities without requiring additional integration.
This provides users with a more comprehensive, real-time view of customer interactions than can be provided by
traditional, stand-alone CRM products, whether on-premise or on-demand. NetSuite CRM+ also offers incentive
management, project tracking, website hosting and analytics and partner relationship management.
NetSuite OpenAir PSA. OpenAir is a Professional Services Automation (PSA) solution that is used by professional
services organizations and is targeted to some of the world’s largest companies with thousands of employees. OpenAir
provides a clear view into the services organization’s performance and profitability with dashboards and reports. With
OpenAir’s project accounting functionality, professional services organizations can efficiently monitor and manage
projects’ revenues, expenses and profitability over the lifetime of the project. This solution provides resource
management functionality to improve resource utilization, and delivers web-based project management that improves
on-time project delivery and drives project success rates. OpenAir provides online and mobile time and expense
management and enables services professionals to improve their productivity by entering their expenses while on the
road. OpenAir can be deployed either as a stand-alone PSA software solution, integrated with NetSuite, or integrated
with an existing enterprise CRM or financials/

Edgar Filing: NETSUITE INC - Form 10-K

9



ERP system.

Add-On Modules. We also offer advanced capabilities that are part of our integrated suite, but are typically sold
separately. These modules allow our customers to specifically augment aspects of our suite to enhance its relevance to
their businesses.
NetSuite Industry Editions. We have configured NetSuite to meet the requirements of selected industries. Our current
editions serve companies in the wholesale/distribution, manufacturing, services, Ecommerce and software industries.
Within each edition, we offer advanced industry specific functionality to complement our core NetSuite offering,
templates of best practices, and dedicated sales and professional services teams with industry-specific expertise.
SuiteCloud Platform. SuiteCloud is our technology platform that allows customers, partners and developers to tailor
and extend our suite to meet specific company, vertical and industry requirements for personalization, business
processes and best practices. It allows partners to rapidly develop and distribute cloud-based products of their own,
including industry-specific versions of our application suite. NetSuite provides partners building on SuiteCloud with a
website – SuiteApp.com – that enables them to market and distribute their value-added solutions to NetSuite. Our
application development and customization environment is designed to continue to operate across version upgrades.

Sales and Marketing
Sales. We generate sales through both direct and indirect approaches, with most selling done over the phone. Our
direct sales team consists of professionals in various locations across the United States, Europe and the Asia-Pacific
region. Within these regions, our direct sales organization focuses on selling to medium-sized businesses and divisions
of large companies. Indirect sales are generated through our relationships with channel partners in North America,
Latin America, Europe and the Asia-Pacific region.
Our sales process typically begins with the generation of a sales lead from a marketing program or customer referral.
After the lead is qualified, our sales personnel conduct focused web-based demonstrations along with initial price
discussions. Members of our professional services team are engaged as needed to offer insight around aspects of the
implementation. Our sales cycle typically ranges from one to six months, but can vary based on the specific
application, the size and complexity of the potential customer's information technology environment and other factors.
Marketing. We tailor our marketing efforts around relevant application categories, customer sizes and customer
industries. As part of our marketing strategy, we have established a number of key programs and initiatives including
online and search engine advertising, email campaigns and web seminars, product launch events, trade show and
industry event sponsorship and participation, marketing support for channel partners, and referral programs.
Service and Support
Professional Services. We have developed repeatable, cost-effective consulting and implementation services to assist
our customers with integrating and importing data from other systems, changing their business processes to take
advantage of the enhanced capabilities enabled by our integrated suite, implementing those new business processes
within their organization and configuring and customizing our application suite for their business processes and
requirements.
Our consulting and implementation methodology leverages the nature of our cloud-based software architecture, the
industry-specific expertise of our professional services employees and the design of our platform to simplify,
streamline and expedite the implementation process. We generally employ a joint staffing model for implementation
projects whereby we involve the customer more actively in the implementation process than traditional software
companies. We believe this better prepares our customers to support the application throughout their use of our
service. In addition, because our service is cloud-based, our professional services employees can remotely configure
our application for most customers based on telephonic consultations. Our consulting and implementation services are
generally offered on a fixed price basis. Our network of partners also provides professional services to our customers.
Client Support. Our technical support organization, with personnel in Canada and Asia, offers support 24 hours a day,
seven days a week. Our system allows for skills-based and time zone-based routing to address general and technical
inquiries across all aspects of our suite. For our direct customers, we offer tiered customer support programs
depending upon the service needs of our customers' deployments. Support contracts typically have a one-year term.
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For customers purchasing through resellers, primary product support is provided by our resellers, with escalation
support provided by us.
Training. We offer a variety of training services through our training resource, NetSuite University, to facilitate the
successful adoption of our suite throughout the customer's organization.
Operations, Technology and Development
Our customers rely on our application suite to run their businesses and, as a result, we need to ensure the availability
of our service. We have developed our infrastructure with the goal of maximizing the availability of our applications,
which are hosted on a highly-scalable network located in secure third-party facilities. We host the NetSuite
applications and serve our customers primarily from our California-based data center facilities, which we operate in
conjunction with SAVVIS Communications Corporation ("SAVVIS"). We also have a Massachusetts-based back-up
data center facility, which we operate in conjunction with SAVVIS. Our OpenAir applications are hosted from a
Massachusetts-based data center, which we also operate in conjunction with SAVVIS. Our QuickArrow applications
are hosted from a Texas-based data center, which we operate in conjunction with Sunguard. Our hosting operations
incorporate industry-standard hardware, the Linux open-source operating system and Oracle databases and application
servers into a flexible, scalable architecture. Elements of our application suite's infrastructure can be replaced or added
with no interruption in service, helping to ensure that the failure of any single device will not cause a broad service
outage.
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Our single-instance, multi-tenant architecture allows us to provide our customers with enterprise-class capabilities,
high quality of service, scalability and security, all at an affordable price. Our architecture enables us to host multiple
smaller customers on a single x86 server while preserving the ability to migrate any customer to its own server
without interruption or alteration when the customers' growth and business needs require it. In addition to the
enhanced flexibility and scalability our architecture provides, it also is designed to work on inexpensive,
industry-standard hardware, thereby providing us a significant cost advantage that is reflected in the pricing we are
able to offer our customers.
Unlike other SaaS companies that deploy major new releases to all customers at once, we roll out all major releases
and many upgrades of our application suite to only a portion of our customer base at any one time. This "phased
release process" is designed to allow us to mitigate the impact of major changes and new releases, ensuring that any
potential issues affect only a portion of our customers before they are addressed.
The combination of our hosting infrastructure, flexible architecture and phased release process enables us to offer a
service-level commitment to our customers of 99.5% uptime per period, excluding designated periods of maintenance.
Under the terms of this commitment, we offer to credit a full month's service fees for any period where we do not
meet this service level.
Product development expenses were $43.5 million, $35.0 million and $28.6 million during the years ended
December 31, 2011, 2010 and 2009, respectively. In developing our service offerings, we rely on customer feedback
and spend significant time with our customers in formal user testing sessions as well as less formal "ride-alongs" and
customer roundtables. We use the NetSuite service to track customer interest in service enhancements and actual work
done on these enhancements. We develop our offerings using Java and the Oracle database on the server and
Asychronus JavaScript and XML on the client with a goal of making our service scalable, high performance, robust
and easy to use. Finally, we expose many of our internal development tools to third party developers via SuiteFlex to
allow extensions to the service that mirror the built-in capabilities we develop internally. Our use of the Oracle
database is pursuant to various software license agreements with Oracle USA, Inc., an affiliate of Oracle. Lawrence J.
Ellison, who beneficially owns a majority of our common stock, is the Chief Executive Officer, a principal
stockholder and a director of Oracle. See Note 19 to our Consolidated Financial Statements for a further description of
this software license agreement.
Customers
Our customers are diverse in size and type across a wide variety of industries, with a focus on medium-sized
businesses and divisions of large companies. In 2011, the top 10 industries in which our customers operated, as
measured by our recognized revenue, were as follows: Distribution & Wholesale; Professional, Consulting and Other
Services; Computer Software; Ecommerce & Retail; Manufacturing; Computer & IT Services; Telecommunications
Services; Financial Services; Healthcare Services; and Education. We had customers in approximately 80 countries in
2011. No single customer accounted for more than 3% of our revenue in 2011, 2010 or 2009.
Competition
We compete with a broad array of financials/ERP, CRM, PSA and Ecommerce companies. Our markets are highly
competitive, fragmented and subject to rapid changes in technology. Many of our potential customers are seeking their
first packaged financials/ERP, CRM, PSA or Ecommerce application and, as such, evaluate a wide range of
alternatives during their purchase process. Although we believe that none of our larger competitors currently offer a
cloud-based comprehensive business management suite, we face significant competition within each of our markets
from companies with broad product suites and greater name recognition and resources than we have, as well as
smaller companies focused on specialized solutions. In addition, some of our larger competitors have announced plans
to launch new products that could compete more closely with our cloud-based application suite. Internationally, we
face competition from local companies as well as larger competitors, each of which has products tailored for those
local markets. To a lesser extent, we compete with internally developed and maintained solutions. Our current
principal competitors include Epicor Software Corporation, Intuit Inc., Microsoft Corporation, SAP AG, The Sage
Group plc and salesforce.com, inc.
We believe the principal competitive factors in our markets include:
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• service breadth and functionality;

• service performance, security and reliability;

• ability to tailor and customize services for a specific company, vertical or industry;

• ease of use;

• speed and ease of deployment, integration and configuration;

• total cost of ownership, including price and implementation and support costs;

• sales and marketing approach; and

• financial resources and reputation of the vendor.

Edgar Filing: NETSUITE INC - Form 10-K

13



We believe that we compete favorably with most of our competitors on the basis of each of the factors listed above,
except that certain of our competitors have greater sales, marketing and financial resources, more extensive
geographic presence and greater name recognition than we do. In addition, although we have extended the number of
applications we have introduced for specific vertical markets, we may be at a disadvantage in certain vertical markets
compared to certain of our competitors. We may face future competition in our markets from other large, established
companies, as well as from emerging companies. In addition, we expect that there is likely to be continued
consolidation in our industry that could lead to increased price competition and other forms of competition.
Intellectual Property
Our success depends upon our ability to protect our core technology and intellectual property. To accomplish this, we
rely on a combination of intellectual property rights, including trade secrets, patents, copyrights and trademarks, as
well as customary contractual protections. We view our trade secrets and know-how as a significant component of our
intellectual property assets, as we have spent years designing and developing our cloud-based, integrated application
suite, which we believe differentiates us from our competitors.
As of December 31, 2011, we had seven U.S. and no foreign issued patents.  We also had various pending U.S. patent
applications.  We do not know whether any of our pending patent applications will result in the issuance of patents or
whether the examination process will require us to narrow our claims.  There can be no assurances that our patents, or
our pending patent applications even if granted, will provide us with protection.
We have a number of registered and unregistered trademarks. We maintain a policy requiring our employees,
consultants and other third parties to enter into confidentiality and proprietary rights agreements and to control access
to software, documentation and other proprietary information.
In addition, we license third-party technologies that are incorporated into some elements of our services. Licenses of
third-party technologies may not continue to be available to us at a reasonable cost, or at all. The steps we have taken
to protect our intellectual property rights may not be adequate. Third parties may infringe or misappropriate our
proprietary rights. Competitors may also independently develop technologies that are substantially equivalent or
superior to the technologies we employ in our services. Failure to protect our proprietary rights adequately could
significantly harm our competitive position and operating results.
The software and technology industries are characterized by the existence of a large number of patents, copyrights,
trademarks and trade secrets and by frequent litigation based on allegations of infringement or other violations of
intellectual property rights. As we face increasing competition, the possibility of intellectual property rights claims
against us grows. Many of our service agreements require us to indemnify our customers for certain third-party
intellectual property infringement claims, which would increase our costs as a result of defending those claims and
might require that we pay damages if there were an adverse ruling in any such claims. We, and certain of our
customers, have in the past received correspondence from third parties alleging that certain of our services, or
customers' use of our services, violate these third parties' patent rights. These types of correspondence and future
claims could harm our relationships with our customers and might deter future customers from subscribing to our
services.
With respect to any intellectual property rights claim against us or our customers, we may have to pay damages or
stop using technology found to be in violation of a third party's rights. We may have to seek a license for the
technology, which may not be available on reasonable terms, significantly increase our operating expenses or require
us to restrict our business activities in one or more respects. The technology also may not be available for license to us
at all. As a result, we may be required to develop alternative non-infringing technology, which could require
significant effort and expense.
Employees
As of December 31, 2011, we had 1,265 employees. We also engage a number of independent contractors and
consultants. None of our employees is represented by a labor union with respect to his or her employment with us. We
have not experienced any work stoppages, and we consider our relations with our employees to be good. Our future
success will depend upon our ability to attract and retain qualified personnel. Competition for qualified personnel
remains intense, and we may not be successful in retaining our key employees or attracting skilled personnel.
Available Information
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You can obtain copies of our Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and other
filings with the Securities and Exchange Commission ("SEC"), and all amendments to these filings, free of charge
from our Web site at http://www.netsuite.com/investors as soon as reasonably practicable following our filing of any
of these reports with the SEC. You can also obtain copies free of charge by contacting our Investor Relations
department at our corporate headquarters. The information found on our website is not a part of this or any other
report we file with or furnish to the SEC.
You can also read and copy any materials we file with the SEC at the SEC's Public Reference Room at 100 F Street,
N.E., Washington, DC 20549. You can obtain additional information about the operation of the Public Reference
Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains a website (http://www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC, including us.
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Executive Officers of the Registrant
Our current executive officers, and their ages and positions as of February 24, 2012, are set forth below:

Name Age Position(s)
Zachary Nelson 50 President, Chief Executive Officer and Director
Evan M. Goldberg 45 Chief Technology Officer and Chairman of the Board
James McGeever 45 Chief Operating Officer
Ronald Gill 46 Chief Financial Officer
James Ramsey 39 Executive Vice President, Worldwide Sales
Douglas P. Solomon 45 Senior Vice President, General Counsel and Secretary

Timothy Dilley 52 Executive Vice President, Worldwide Services and Chief
Customer Officer

Zachary Nelson has served as a director since July 2002 and as our President and Chief Executive Officer since
January 2003. Prior to that, Mr. Nelson served as our President and Chief Operating Officer from July 2002 to January
2003. Previously he served as senior executive at Network Associates, Inc., Oracle Corporation and Sun
Microsystems, Inc. He holds B.S. and M.A. degrees from Stanford University.
Evan M. Goldberg co-founded our company in 1998 and has served as Chairman of our Board of Directors and as our
Chief Technology Officer since January 2003. From October 1998 through January 2003, Mr. Goldberg held various
positions with us, including President and Chief Executive Officer and Chief Technology Officer. Prior to joining us,
Mr. Goldberg founded mBed Software, Inc., a software company focused on multimedia tools for website developers,
where he served as Chief Executive Officer from November 1995 to September 1998. From August 1987 to
November 1995, Mr. Goldberg held various positions in product development at Oracle Corporation, including Vice
President of Development in the New Media Division. Mr. Goldberg holds a B.A. from Harvard College.

James McGeever has served as our Chief Operating Officer since July 2010. Prior to that, Mr. McGeever served as
Chief Financial Officer from June 2000 to July 2010. From January 2000 to June 2000, Mr. McGeever served as our
Director of Finance. Prior to joining us, Mr. McGeever was the controller of Clontech Laboratories, Inc., a privately
held biotechnology company from 1998 to 2000 and the corporate controller at Photon Dynamics, Inc., a capital
equipment maker from 1994 to 1998. Mr. McGeever holds a B.Sc. from the London School of Economics. Mr.
McGeever has qualified as a chartered accountant in the United Kingdom.

Ronald Gill has served as Chief Financial Officer since July 2010. Prior to that, Mr. Gill served as Senior Vice
President, Finance from August 2007 to July 2010. Prior to joining our company in August 2007, Mr. Gill was Vice
President, Finance at Hyperion Solutions Corporation, a provider of performance management software from August
2006 until July 2007. Hyperion Solutions Corporation was acquired by Oracle Corporation in April 2007. From 2004
until May 2006, Mr. Gill was the Chief Controller, Product and Technology Group at SAP. Mr. Gill holds a B.A. from
Baylor University and a Master of International Business Studies degree from the University of South Carolina.
James Ramsey has served as our Senior Vice President, Worldwide Sales and Distribution since February 2009. Mr.
Ramsey served as our Senior Vice President, Worldwide Sales from January 2008 until February 2009. From
September 2003 to December 2007, Mr. Ramsey held several positions with us, including Senior Vice President of the
Americas. Prior to joining NetSuite, Mr. Ramsey worked for Oracle from July 1995 to September 2003. Mr. Ramsey
held various positions in the sales organization at Oracle including Director of Midmarket Sales Canada and Central
U.S., and Director of the West. Mr. Ramsey holds a B.A degree in Psychology from the University of Denver.
Douglas P. Solomon has served as our Senior Vice President, General Counsel and Secretary since July 2008.
Mr. Solomon served as our Vice President, Legal & Corporate Affairs from November 2006 to July 2008 and has
been our Secretary since January 2007. Prior to joining us, Mr. Solomon served in senior legal and management roles
at Openwave Systems Inc., a software company, from April 2000 through March 2006, including Vice President,
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Legal & Corporate Affairs. He holds a B.A. from the University of Michigan and a J.D. from Harvard Law School.
Timothy Dilley has served as our Executive Vice President, Worldwide Services and Chief Customer Officer since
December 2006. Prior to joining us, Mr. Dilley served as Senior Vice President of Global Customer Services at
Informatica Corporation, an enterprise software company, from December 1998 until December 2006. He holds a B.S.
from California State University at Fresno.
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Item 1A. Risk Factors
A description of the risks and uncertainties associated with our business is set forth below. If any of such risks and
uncertainties actually occurs, our business, financial condition or operating results could differ materially from the
plans, projections and other forward-looking statements included in the section titled "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and elsewhere in this report and in our other public filings.
In addition, if any of the following risks and uncertainties, or if any other risks and uncertainties, actually occurs, our
business, financial condition or operating results could be harmed substantially, which could cause the market price of
our stock to decline, perhaps significantly.

Risks Related to Our Business
Continued adverse economic conditions or reduced investments in cloud-based applications and information
technology spending may harm our business.

Our business depends on the overall demand for cloud-based applications and information technology spending and
on the economic health and general willingness of our current and prospective customers to make capital
commitments. If the conditions in the U.S. and global economic environment remain uncertain or continue to be
volatile, or if they deteriorate further, our business, operating results, and financial condition may be materially
adversely affected. Continued weak or volatile economic conditions, or a reduction in spending for cloud-based
applications and information technology even if economic conditions improve, would likely harm our business and
operating results in a number of ways, including longer sales cycles, extended payment terms, lower prices for our
products and services, reduced sales, and lower customer retention rates.

We have a history of losses, and we may not achieve profitability in the future.
We have not been profitable on a generally accepted accounting principles (“GAAP”) basis during any quarterly or
annual period since our formation. We experienced a net loss of $32.0 million for the year ended December 31, 2011.
As of that date, our accumulated deficit was $343.5 million. We expect to make significant future expenditures related
to the development and expansion of our business. As a result of these increased expenditures, we will have to
generate and sustain increased revenue to achieve and maintain future profitability. While historically our revenue has
grown, this growth may not be sustainable and we may not achieve sufficient revenue to achieve or maintain
profitability. We may incur significant losses in the future for a number of reasons, including due to the other risks
described in this Annual Report, and we may encounter unforeseen expenses, difficulties, complications and delays
and other unknown factors. Accordingly, we may not be able to achieve or maintain profitability and we may continue
to incur significant losses for the foreseeable future.
Our customers are medium‑sized businesses and divisions of large companies, which may result in increased costs as
we attempt to reach, acquire and retain customers.
We market and sell our application suite to medium-sized businesses and divisions of large companies. To grow our
revenue quickly, we must add new customers, sell additional services to existing customers and encourage existing
customers to renew their subscriptions. However, selling to and retaining medium-sized businesses can be more
difficult than selling to and retaining large enterprises because medium-sized business customers:
•are more price sensitive;
•are more difficult to reach with broad marketing campaigns;
•have high churn rates in part because of the nature of their businesses;
•often lack the staffing to benefit fully from our application suite’s rich feature set; and

•often require higher sales, marketing and support expenditures by vendors that sell to them per revenue dollargenerated for those vendors.
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If we are unable to cost‑effectively market and sell our service to our target customers, our ability to grow our revenue
quickly and become profitable will be harmed.
Our business depends substantially on customers renewing, upgrading and expanding their subscriptions for our
services. Any decline in our customer renewals, upgrades and expansions would harm our future operating results.
We sell our application suite pursuant to service agreements that are generally one year in length. Our customers have
no obligation to renew their subscriptions after their subscription period expires, and they may not renew their
subscriptions at the same or higher levels. Moreover, under specific circumstances, our customers have the right to
cancel their service agreements before they expire. In addition, in the first year of a subscription, customers often
purchase a higher level of professional services than they do in renewal years. As a result, our ability to grow is
dependent in part on customers purchasing additional subscriptions and modules after the first year of their
subscriptions. We have limited historical data with respect to rates of customer subscription renewals, upgrades and
expansions so we may not accurately predict future trends in customer renewals. Our customers’ renewal rates may
decline or fluctuate because of several factors, including their satisfaction or dissatisfaction with our services, the
prices of our services, the prices of services offered by our competitors or reductions in our customers’ spending levels
due to the macroeconomic environment or other factors. If our customers do not
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renew their subscriptions for our services, renew on less favorable terms, or do not purchase additional functionality
or subscriptions, our revenue may grow more slowly than expected or decline and our profitability and gross margin
may be harmed.
Our services are delivered primarily out of a single data center. Any disruption of service at this facility could
interrupt or delay our ability to deliver our service to our customers.
We host our services, serve our customers and support our operations primarily from California-based data centers,
which we operate in conjunction with SAVVIS. Our OpenAir applications are hosted from a Massachusetts based data
center, which we also operate in conjunction with SAVVIS. Our QuickArrow applications are hosted from a
Texas-based data center, which we operate in conjunction with Sunguard. We do not have sole control over the
operations of these facilities. These facilities are vulnerable to damage or interruption from earthquakes, hurricanes,
floods, fires, cybersecurity attacks, terrorist attacks, power losses, telecommunications failures and similar events. The
occurrence of a natural disaster or an act of terrorism, a decision to close the facilities without adequate notice or other
unanticipated problems could result in lengthy interruptions in our services. In particular, our California-based data
facilities are located in an area known for seismic activity, increasing our susceptibility to the risk that an earthquake
could significantly harm the operations of these facilities. The facilities also could be subject to break‑ins, computer
viruses, sabotage, intentional acts of vandalism and other misconduct.

Our data center facilities providers have no obligations to renew their agreements with us on commercially reasonable
terms, or at all. If we are unable to renew our agreements with the facilities providers on commercially reasonable
terms or if in the future we add additional data center facility providers, we may experience costs or downtime in
connection with the transfer to, or the addition of, new data center facilities.
Any errors, defects, disruptions or other performance problems with our services could harm our reputation and may
damage our customers’ businesses. Interruptions in our services might reduce our revenue, cause us to issue credits to
customers, subject us to potential liability, cause customers to terminate their subscriptions and harm our renewal
rates.
We may become liable to our customers and lose customers if we have defects or disruptions in our service or if we
provide poor service.
Because we deliver our application suite as a service, errors or defects in the software applications underlying our
service, or a failure of our hosting infrastructure, may make our service unavailable to our customers. Since our
customers use our suite to manage critical aspects of their business, any errors, defects, disruptions in service or other
performance problems with our suite, whether in connection with the day‑to‑day operation of our suite, upgrades or
otherwise, could damage our customers’ businesses. If we have any errors, defects, disruptions in service or other
performance problems with our suite, customers could elect not to renew, or delay or withhold payment to us, we
could lose future sales or customers may make warranty claims against us, which could result in an increase in our
provision for doubtful accounts, an increase in collection cycles for accounts receivable or costly litigation.
The market for cloud-based applications may develop more slowly than we expect.
Our success will depend, to a large extent, on the willingness of medium-sized businesses to accept cloud-based
services for applications that they view as critical to the success of their business. Many companies have invested
substantial effort and financial resources to integrate traditional enterprise software into their businesses and may be
reluctant or unwilling to switch to a different application or to migrate these applications to cloud-based services.
Other factors that may affect market acceptance of our application include:
•the security capabilities, reliability and availability of cloud-based services;

•customer concerns with entrusting a third party to store and manage their data, especially confidential or sensitivedata;
•our ability to minimize the time and resources required to implement our suite;
•our ability to maintain high levels of customer satisfaction;
•our ability to implement upgrades and other changes to our software without disrupting our service;
•the level of customization or configuration we offer;
•
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our ability to provide rapid response time during periods of intense activity on customer websites;
and

•the price, performance and availability of competing products and services.

The market for these services may not develop further, or may develop more slowly than we expect, either of which
would harm our business.
If our security measures are breached and unauthorized access is obtained to a customer’s data, we may incur
significant liabilities, our service may be perceived as not being secure and customers may curtail or stop using our
suite.
The services we offer involve the storage of large amounts of our customers’ sensitive and proprietary information. If
our security measures are breached as a result of third‑party action, employee error, malfeasance or otherwise, and
someone obtains unauthorized access to our customers’ data, we could incur significant liability to our customers and
to individuals or businesses whose information was being stored by our customers, our business may suffer and our
reputation will be damaged. Because techniques used to obtain unauthorized access to, or to sabotage, systems change
frequently and generally are not recognized until launched against a target, we may be unable to anticipate these
techniques or to implement adequate

10

Edgar Filing: NETSUITE INC - Form 10-K

21



preventive measures. If an actual or perceived breach of our security occurs, the market perception of the effectiveness
of our security measures could be harmed and we could lose sales and customers. Such an actual or perceived breach
could also cause a significant and rapid decline in our stock price.
We provide service-level commitments to our customers, which could cause us to issue credits for future services if
the stated service levels are not met for a given period and could significantly harm our revenue.
Our customer agreements provide service-level commitments. If we are unable to meet the stated service-level
commitments or suffer extended periods of unavailability for our service, we may be contractually obligated to
provide these customers with credits for future services. Our revenue could be significantly impacted if we suffer
unscheduled downtime that exceeds the allowed downtimes under our agreements with our customers. In light of our
historical experience with meeting our service-level commitments, we do not currently have any liabilities on our
balance sheet for these commitments. Our service-level commitment to all customers is 99.5% uptime per period,
excluding scheduled maintenance. The failure to meet this level of service availability may require us to credit
qualifying customers for the value of an entire month of their subscription fees, not just the value of the subscription
fee for the period of the downtime. As a result, a failure to deliver services for a relatively short duration could cause
us to issue these credits to all qualifying customers. Any extended service outages could harm our reputation, revenue
and operating results.
Assertions by a third party that we infringe its intellectual property, whether successful or not, could subject us to
costly and time‑consuming litigation or expensive licenses.

The software and technology industries are characterized by the existence of a large number of patents, copyrights,
trademarks and trade secrets and by frequent and an increasing amount of litigation based on allegations of
infringement or other violations of intellectual property rights. As we continue to grow, the possibility of intellectual
property rights claims against us may increase. Our technologies may not be able to withstand any third‑party claims or
rights against their use. Additionally, although we have licensed from other parties proprietary technology covered by
patents, we cannot be certain that any such patents will not be challenged, invalidated or circumvented. Furthermore,
many of our service agreements require us to indemnify our customers for certain third‑party intellectual property
infringement claims, which could increase our costs as a result of defending such claims and may require that we pay
damages if there were an adverse ruling related to any such claims. These types of claims could harm our relationships
with our customers, may deter future customers from subscribing to our services or could expose us to litigation for
these claims. Even if we are not a party to any litigation between a customer and a third party, an adverse outcome in
any such litigation could make it more difficult for us to defend our intellectual property in any subsequent litigation
in which we are a named party.

Any intellectual property rights claim against us or our customers, with or without merit, could be time‑consuming,
expensive to litigate or settle and could divert management attention and financial resources. An adverse
determination also could prevent us from offering our suite to our customers and may require that we procure or
develop substitute services that do not infringe.

For any intellectual property rights claim against us or our customers, we may have to pay damages, license fees
and/or stop using technology found to be in violation of a third party’s rights. We may have to seek a license for the
technology. Such license may not be available on reasonable terms, if at all, and may significantly increase our
operating expenses or may require us to restrict our business activities and limit our ability to deliver certain products
and services. As a result, we may also be required to develop alternative non‑infringing technology, which could
require significant effort and expense and/or cause us to alter our product and service offerings which could negatively
affect our business.

Our success depends in large part on our ability to protect and enforce our intellectual property rights.
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We rely on a combination of patent, copyright, service mark, trademark and trade secret laws, as well as
confidentiality procedures and contractual restrictions, to establish and protect our proprietary rights, all of which
provide only limited protection. We cannot assure you that any patents will issue from our currently pending patent
applications in a manner that gives us the protection that we seek, if at all, or that any future patents issued to us will
not be challenged, invalidated or circumvented. We do not have any issued patents and currently have eight patent
applications pending. Any patents that may issue in the future from pending or future patent applications may not
provide sufficiently broad protection or they may not prove to be enforceable in actions against alleged infringers.
Also, we cannot assure you that any future service mark or trademark registrations will be issued for pending or future
applications or that any registered service marks or trademarks will be enforceable or provide adequate protection of
our proprietary rights.

We endeavor to enter into agreements with our employees and contractors and agreements with parties with whom we
do business to limit access to and disclosure of our proprietary information. The steps we have taken, however, may
not prevent unauthorized use or the reverse engineering of our technology. Moreover, others may independently
develop
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technologies that are competitive to ours or infringe our intellectual property. Enforcement of our intellectual property
rights also depends on our successful legal actions against these infringers, but these actions may not be successful,
even when our rights have been infringed.

Furthermore, effective patent, trademark, service mark, copyright and trade secret protection may not be available in
every country in which our services are available. In addition, the legal standards relating to the validity,
enforceability and scope of protection of intellectual property rights in Internet‑related industries are uncertain and still
evolving.

We have experienced rapid growth in recent periods. If we fail to manage our growth effectively, we may be unable to
execute our business plan, maintain high levels of service or address competitive challenges adequately.
We have increased our annual revenue from $17.7 million during the year ended December 31, 2004 to $236.3 million
during the year ended December 31, 2011. We have increased our number of full‑time employees from 296 as of
December 31, 2004 to 1,265 as of December 31, 2011.
Our expansion has placed, and our anticipated growth may continue to place, a significant strain on our managerial,
administrative, operational, financial and other resources. We intend to further expand our overall business, customer
base, headcount and operations. We also intend to continue expanding our operations internationally. Creating a
global organization and managing a geographically dispersed workforce will require substantial management effort
and significant additional investment in our infrastructure. We will be required to continue to improve our operational,
financial and management controls and our reporting procedures and we may not be able to do so effectively. As such,
we may be unable to manage our expenses effectively in the future, which may negatively impact our gross margin or
operating expenses in any particular quarter.
Our quarterly and annual operating results may fluctuate in the future. As a result, we may fail to meet or exceed the
expectations of research analysts or investors, which could cause our stock price to decline.
Our quarterly and annual operating results may fluctuate as a result of a variety of factors, many of which are outside
of our control. A decline in general macroeconomic conditions could adversely affect our customers’ ability or
willingness to purchase our application suite, which could adversely affect our operating results or financial outlook.
Fluctuations in our quarterly operating annual results or financial outlook may also be due to a number of additional
factors, including the risks and uncertainties discussed elsewhere in this report.
Fluctuations in our operating results could cause our stock price to decline rapidly, may lead analysts to change their
long‑term model for valuing our common stock, may impact our ability to retain or attract key personnel, or may cause
other unanticipated issues. If our operating results or financial outlook fall below the expectations of research analysts
or investors, the price of our common stock could decline substantially.
We believe that our revenue and operating results may vary significantly in the future and that period‑to‑period
comparisons of our operating results may not be meaningful. You should not rely on the results of one quarter as an
indication of future performance.
Our limited operating history makes it difficult to evaluate our current business and future prospects, and may increase
the risk of your investment.
Our company has been in existence since 1998, and much of our growth has occurred since 2004, with our revenue
increasing from $17.7 million during the year ended December 31, 2004 to $236.3 million during the year ended
December 31, 2011. Our limited operating history may make it difficult to evaluate our current business and our
future prospects. We have encountered and will continue to encounter risks and difficulties frequently experienced by
growing companies in rapidly changing industries. If we do not address these risks successfully, our business may be
harmed.
The markets in which we compete are intensely competitive, and if we do not compete effectively, our operating
results may be harmed.
The markets for financials/ERP, CRM, PSA and Ecommerce applications are intensely competitive and rapidly
changing with relatively low barriers to entry. With the introduction of new technologies and market entrants, we
expect competition to intensify in the future. In addition, pricing pressures and increased competition generally could

Edgar Filing: NETSUITE INC - Form 10-K

24



result in reduced sales, reduced margin or the failure of our service to achieve or maintain more widespread market
acceptance. Often we compete to sell our application suite against existing systems that our potential customers have
already made significant expenditures to install. Competition in our market is based principally upon service breadth
and functionality; service performance, security and reliability; ability to tailor and customize services for a specific
company, vertical or industry; ease of use of the service; speed and ease of deployment, integration and configuration;
total cost of ownership, including price and implementation and support costs; professional services implementation;
and financial resources of the vendor.
We face competition from both traditional software vendors and SaaS providers. Our principal competitors include
Epicor Software Corporation, Intuit Inc., Microsoft Corporation, SAP, The Sage Group plc and salesforce.com, inc.
Many of our actual and potential competitors enjoy substantial competitive advantages over us, such as greater name
recognition, longer operating histories, more varied products and services and larger marketing budgets, as well as
substantially greater financial,
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technical and other resources. In addition, many of our competitors have established marketing relationships and
access to larger customer bases, and have major distribution agreements with consultants, system integrators and
resellers. If we are not able to compete effectively, our operating results will be harmed.
Our brand name and our business may be harmed by aggressive marketing strategies of our competitors.
Because of the early stage of development of our markets, we believe that building and maintaining brand recognition
and customer goodwill is critical to our success. Our efforts in this area have, on occasion, been complicated by the
marketing efforts of our competitors, which may include incomplete, inaccurate and false statements about our
company and our services that could harm our business. Our ability to respond to our competitors’ misleading
marketing efforts may be limited under certain circumstances by legal prohibitions on permissible public
communications by us as a public company.
Many of our customers are price sensitive, and if the prices we charge for our services are unacceptable to our
customers, our operating results will be harmed.
Many of our customers are price sensitive, and we have limited experience with respect to determining the appropriate
prices for our services. As the market for our services matures, or as new competitors introduce new products or
services that compete with ours, we may be unable to renew our agreements with existing customers or attract new
customers at the same price or based on the same pricing model as previously used. As a result, it is possible that
competitive dynamics in our market may require us to change our pricing model or reduce our prices, which could
harm our revenue, gross margin and operating results.
If we are unable to develop new services or sell our services into new markets, our revenue growth will be harmed and
we may not be able to achieve profitability.
Our ability to attract new customers and increase revenue from existing customers will depend in large part on our
ability to enhance and improve our existing application suite and to introduce new services and sell into new markets.
The success of any enhancement or new service depends on several factors, including the timely completion,
introduction and market acceptance of the enhancement or service. Any new service we develop or acquire may not be
introduced in a timely or cost‑effective manner and may not achieve the broad market acceptance necessary to generate
significant revenue. Any new markets into which we attempt to sell our application, including new vertical markets
and new countries or regions, may not be receptive. If we are unable to successfully develop or acquire new services,
enhance our existing services to meet customer requirements or sell our services into new markets, our revenue will
not grow as expected and we may not be able to achieve profitability.
Because we are a global organization and our long‑term success depends, in part, on our ability to expand the sales of
our services to customers located outside of the United States, our business is susceptible to risks associated with
international sales and operations.
We currently maintain offices outside of the United States and have sales personnel or independent consultants in
several countries. Approximately one quarter of our employees are located in an office in the Philippines. We have
limited experience operating in foreign jurisdictions and are rapidly building our international operations. Managing a
global organization is difficult, time consuming and expensive. Our inexperience in operating our business outside of
the United States increases the risk that any international expansion efforts that we may undertake will not be
successful. In addition, conducting international operations subjects us to new risks that we have not generally faced
in the United States. These risks include:

•localization of our services, including translation into foreign languages and adaptation for local practices andregulatory requirements;
•lack of familiarity with and unexpected changes in foreign regulatory requirements;
•longer accounts receivable payment cycles and difficulties in collecting accounts receivable;
•difficulties in managing and staffing international operations;
•fluctuations in currency exchange rates;

•potentially adverse tax consequences, including the complexities of foreign value added tax systems and restrictionson the repatriation of earnings;
•dependence on certain third parties, including channel partners with whom we do not have extensive experience;
•the burdens of complying with a wide variety of foreign laws and legal standards;
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•increased financial accounting and reporting burdens and complexities;
•political, social and economic instability abroad, terrorist attacks and security concerns in general; and
•reduced or varied protection for intellectual property rights in some countries.

Operating in international markets also requires significant management attention and financial resources. The
investment and additional resources required to establish operations and manage growth in other countries may not
produce desired levels of revenue or profitability.
We rely on third‑party software, including Oracle database software, that may be difficult to replace or could cause
errors or failures of our service that could lead to lost customers or harm to our reputation.
We rely on software licensed from third parties to offer our service, including database software from Oracle. This
software may not continue to be available to us on commercially reasonable terms, or at all. Any loss of the right to
use any of
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this software could result in delays in the provisioning of our service until equivalent technology is either developed
by us, or, if available, is identified, obtained and integrated, which could harm our business. Any errors or defects in
third‑party software could result in errors or a failure of our service which could harm our business.
If we fail to maintain proper and effective internal controls, our ability to produce accurate and timely financial
statements could be impaired and investors’ views of us could be harmed.

Ensuring that we have adequate internal financial and accounting controls and procedures in place so that we can
produce accurate financial statements on a timely basis is a costly and time‑consuming effort that needs to be
re‑evaluated frequently. Our internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements in accordance with
GAAP. Although we have completed the process of documenting, reviewing and improving our internal controls and
procedures for compliance with Section 404 of the Sarbanes‑Oxley Act of 2002, for the fiscal year ended
December 31, 2011, there can be no assurances that control deficiencies will not be identified in the future.

Implementing any additional required changes to our internal controls may distract our officers and employees, entail
substantial costs to modify our existing processes and add personnel and take significant time to complete. These
changes may not, however, be effective in maintaining the adequacy of our internal controls. Any failure to maintain
that adequacy, or as consequent inability to produce accurate financial statements on a timely basis, could increase our
operating costs and harm our business. In addition, investors’ perceptions that our internal controls are inadequate or
that we are unable to produce accurate financial statements on a timely basis may harm our stock price and make it
more difficult for us to effectively market and sell our service to new and existing customers.

Our business is subject to changing regulations regarding corporate governance and public disclosure that will
increase both our costs and the risk of noncompliance.

As a public company, we incur significant legal, accounting and other expenses associated with compliance with
applicable laws, rules, regulations and listing requirements. In addition, the Sarbanes-Oxley Act, the Dodd-Frank Act,
and rules subsequently implemented by the SEC and The New York Stock Exchange, have imposed a variety of
compliance requirements on public companies, including requiring changes in corporate governance practices. In
addition, the SEC and the U.S. Congress may continue to increase the scope of applicable disclosure and corporate
governance-related rules. Our management and other personnel may need to devote a substantial amount of time to
the compliance requirements associated with being a public company. Moreover, these laws, rules and regulations
have increased and may continue to increase the scope, complexity and cost of our corporate governance, reporting
and disclosure practices.

Because we recognize subscription revenue over the term of the applicable agreement, the lack of subscription
renewals or new service agreements may not be reflected immediately in our operating results.

The majority of our quarterly revenue is attributable to service agreements entered into during previous quarters. A
decline in new or renewed service agreements in any one quarter will not be fully reflected in our revenue in that
quarter but will harm our revenue in future quarters. As a result, the effect of significant downturns in sales and
market acceptance of our services in a particular quarter may not be fully reflected in our operating results until future
periods. Our subscription model also makes it difficult for us to rapidly increase our revenue through additional sales
in any period, because revenue from new customers must be recognized over the applicable subscription term.

Material defects or errors in the software we use to deliver our services could harm our reputation, result in significant
costs to us and impair our ability to sell our services.
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The software applications underlying our services are inherently complex and may contain material defects or errors,
particularly when first introduced or when new versions or enhancements are released. We have from time to time
found defects in our service, and new errors in our existing service may be detected in the future. Any defects that
cause interruptions to the availability of our services could result in:
•a reduction in sales or delay in market acceptance of our services;
•sales credits or refunds to our customers;
•loss of existing customers and difficulty in attracting new customers;
•diversion of development resources;
•harm to our reputation; and
•increased warranty and insurance costs.
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After the release of our services, defects or errors may also be identified from time to time by our internal team and by
our customers. The costs incurred in correcting any material defects or errors in our services may be substantial and
could harm our operating results.
Government regulation of the Internet and Ecommerce is evolving, and unfavorable changes or our failure to comply
with regulations could harm our operating results.

As Internet commerce continues to evolve, increasing regulation by federal, state or foreign agencies becomes more
likely. For example, we believe increased regulation is likely in the area of data privacy, and laws and regulations
applying to the solicitation, collection, processing or use of personal or consumer information could affect our
customers’ ability to use and share data, potentially reducing demand for financials/ERP, CRM, PSA and Ecommerce
solutions and restricting our ability to store, process and share our customers’ data. In addition, taxation of services
provided over the Internet or other charges imposed by government agencies or by private organizations for accessing
the Internet may also be imposed. Any regulation imposing greater fees for Internet use or restricting information
exchanged over the Internet could result in a decline in the use of the Internet and the viability of Internet‑based
services, harming our business and operating results.

Privacy concerns and laws or other domestic or foreign regulations may reduce the effectiveness of our application
suite and harm our business.

Our customers can use our service to store personal or identifying information regarding their customers and contacts.
Federal, state and foreign government bodies and agencies, however, have adopted or are considering adopting laws
and regulations regarding the collection, use and disclosure of personal information obtained from consumers and
other individuals. The costs of compliance with, and other burdens imposed by, such laws and regulations that are
applicable to the businesses of our customers may limit the use and adoption of our service and reduce overall demand
for it.

In addition to government activity, privacy advocacy groups and the technology and other industries are considering
various new, additional or different self‑regulatory standards that may place additional burdens on us. If the gathering
of personal information were to be curtailed, financials/ERP, CRM, PSA and Ecommerce solutions would be less
effective, likely reducing demand for our service and harming our business.

Changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations
and harm our operating results.

A change in accounting standards or practices could harm our operating results and may even affect our reporting of
transactions completed before the change is effective. New accounting pronouncements and varying interpretations of
accounting pronouncements have occurred and may occur in the future. Changes to existing rules or the questioning
of current practices may harm our operating results or the way we conduct our business.

Unanticipated changes in our effective tax rate could harm our future operating results.

We are subject to income taxes in the United States and various foreign jurisdictions, and our domestic and
international tax liabilities are subject to the allocation of expenses in differing jurisdictions. Our tax rate is affected
by changes in the mix of earnings and losses in countries with differing statutory tax rates, certain non‑deductible
expenses arising from the requirement to expense stock options and the valuation of deferred tax assets and liabilities,
including our ability to utilize our net operating losses. Increases in our effective tax rate could harm our operating
results.
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We may be unable to integrate acquired businesses and technologies successfully or to achieve the expected benefits
of such acquisitions. We may acquire or invest in additional companies, which may divert our management’s attention,
result in additional dilution to our stockholders and consume resources that are necessary to sustain our business.

We have undertaken acquisitions in the past and may continue to evaluate and consider potential strategic
transactions, including acquisitions and dispositions of businesses, technologies, services, products and other assets in
the future. An acquisition, investment or business relationship may result in unforeseen operating difficulties and
expenditures. In particular, we may encounter difficulties assimilating or integrating the businesses, technologies,
products, personnel or operations of the acquired companies, particularly if the key personnel of the acquired company
choose not to work for us, the company’s software is not easily adapted to work with ours or we have difficulty
retaining the customers of any acquired business due to changes in management or otherwise. Acquisitions may also
disrupt our business, divert our resources and require significant management attention that would otherwise be
available for development of our business. Moreover, the anticipated benefits of
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any acquisition, investment or business relationship may not be realized or we may be exposed to unknown liabilities.

We may in the future seek to acquire or invest in additional businesses, products, technologies or other assets. We also
may enter into relationships with other businesses to expand our service offerings or our ability to provide service in
foreign jurisdictions, which could involve preferred or exclusive licenses, additional channels of distribution, discount
pricing or investments in other companies. Negotiating these transactions can be time‑consuming, difficult and
expensive, and our ability to close these transactions may often be subject to approvals that are beyond our control.
Consequently, these transactions, even if undertaken and announced, may not close. For one or more of those
transactions, we may:
•issue additional equity securities that would dilute our stockholders;
•use cash that we may need in the future to operate our business;
•incur debt on terms unfavorable to us or that we are unable to repay;
•incur large charges or substantial liabilities;

• encounter difficulties retaining key employees of the acquired company or integrating diverse software codes or
business cultures; and

•become subject to adverse tax consequences, substantial depreciation or deferred compensation charges.

Any of these risks could harm our business and operating results.

We rely on our management team and need additional personnel to grow our business, and the loss of one or more key
employees or our inability to attract and retain qualified personnel could harm our business.

Our success and future growth depends to a significant degree on the skills and continued services of our management
team, especially Zachary Nelson, our President and Chief Executive Officer, and Evan M. Goldberg, our Chief
Technology Officer and Chairman of the Board. We do not maintain key man insurance on any members of our
management team, including Messrs. Nelson and Goldberg. Our future success also depends on our ability to attract,
retain and motivate highly skilled technical, managerial, sales, marketing and service and support personnel, including
members of our management team. Competition for sales, marketing and technology development personnel is
particularly intense in the software and technology industries. As a result, we may be unable to successfully attract or
retain qualified personnel. Our inability to attract and retain the necessary personnel could harm our business.

Risks Related to Ownership of our Common Stock
Lawrence J. Ellison or members of his family, and related entities, beneficially own a majority of our outstanding
shares of common stock, which may limit our other stockholders' ability to influence or control certain of our
corporate actions. This concentration of ownership may also reduce the market price of our common stock and impair
a takeover attempt of us.
Entities beneficially owned by Lawrence J. Ellison held an aggregate of approximately 46% of our common stock as
of December 31, 2011. Further, Mr. Ellison, his family members, trusts for their benefit, and related entities together
beneficially owned an aggregate of approximately 53% of our common stock as of that date. Mr. Ellison is able to
exercise control over approval of significant corporate transactions, including a change of control or liquidation. In
addition, if the voting restrictions that apply to NetSuite Restricted Holdings LLC, the investment entity to which
Mr. Ellison has transferred his shares, lapse or are amended, Mr. Ellison will be able to exercise control over
additional corporate matters, including elections of our directors. So long as Mr. Ellison continues to be either an
officer or director of Oracle, these voting restrictions cannot be changed without the approval of an independent
committee of Oracle’s board of directors. Mr. Ellison’s interests and investment objectives may differ from our other
stockholders. Mr. Ellison is also the Chief Executive Officer, a principal stockholder and a director of Oracle. Oracle
supplies us with database software on which we rely to provide our service and is also a potential competitor of ours.
Our Board of Directors adopted resolutions which renounce and provide for a waiver of the corporate opportunity
doctrine as it relates to Mr. Ellison. As a result, Mr. Ellison will have no fiduciary duty to present corporate
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opportunities to us. In addition, Mr. Ellison’s indirect majority interest in us could discourage potential acquirers or
result in a delay or prevention of a change in control of our company or other significant corporate transactions, even
if a transaction of that sort would be beneficial to our other stockholders or in our best interest.
Our failure to raise additional capital or generate the cash flows necessary to expand our operations and invest in our
application services could reduce our ability to compete successfully.
We may need to raise additional funds, and we may not be able to obtain additional debt or equity financing on
favorable terms, if at all. If we raise additional equity financing, our stockholders may experience significant dilution
of their ownership interests and the per share value of our common stock could decline. If we engage in debt
financing, we may be required to accept terms that restrict our ability to incur additional indebtedness and force us to
maintain specified liquidity or other ratios. If we need additional capital and cannot raise it on acceptable terms, we
may not be able to, among other things:
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•develop or enhance our application and services;
•continue to expand our product development, sales and marketing organizations;
•acquire complementary technologies, products or businesses;
•expand operations, in the United States or internationally;
•hire, train and retain employees; or
•respond to competitive pressures or unanticipated working capital requirements.

Future sales of shares by existing stockholders could cause our stock price to decline.
If our existing stockholders sell or otherwise dispose of, or indicate an intention to sell or dispose of, substantial
amounts of our common stock in the public market, the trading price of our common stock could decline. As of
December 31, 2011, we had a total of 68,785,296 shares of our common stock outstanding. Although shares that are
held by NetSuite Restricted Holdings LLC are subject to certain restrictions on disposition and a portion of the
remaining shares are subject to our Insider Trading Compliance Policy during certain periods of each quarter,
substantially all of the shares held by parties other than NetSuite Restricted Holdings LLC, representing 54% of our
outstanding shares as of December 31, 2011, are freely tradable, subject to our quarterly black-out periods that apply
to shares held by our directors, officers, employees and consultants. If a significant number of these shares are sold, or
if it is perceived that they will be sold, in the public market, the trading price of our common stock could decline.
Anti‑takeover provisions contained in our amended and restated certificate of incorporation and amended and restated
bylaws, as well as provisions of Delaware law, could impair a takeover attempt.
Our amended and restated certificate of incorporation, amended and restated bylaws and Delaware law contain
provisions that could have the effect of rendering more difficult or discouraging an acquisition deemed undesirable by
our Board of Directors. Our corporate governance documents include provisions:

•authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other rightssuperior to our common stock;
•limiting the liability of, and providing indemnification to, our directors and officers;

•limiting the ability of our stockholders to call and bring business before special meetings and to take action by writtenconsent in lieu of a meeting;

•requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders andfor nominations of candidates for election to our Board of Directors;
•controlling the procedures for the conduct and scheduling of board and stockholder meetings;

•providing the Board of Directors with the express power to postpone previously scheduled annual meetings and tocancel previously scheduled special meetings;

•limiting the determination of the number of directors on our board and the filling of vacancies or newly created seatson the board to our Board of Directors then in office; and
•providing that directors may be removed by stockholders only for cause.

These provisions, alone or together, could delay hostile takeovers and changes in control or changes in our
management.
As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware
General Corporation law, which prevents some stockholders holding more than 15% of our outstanding common
stock from engaging in certain business combinations without approval of the holders of substantially all of our
outstanding common stock. Under Section 203, our majority stockholder, which is beneficially owned by Lawrence J.
Ellison, and our current stockholders associated with members of Mr. Ellison’s family are not subject to the prohibition
from engaging in such business combinations.
Any provision of our amended and restated certificate of incorporation or bylaws or Delaware law that has the effect
of delaying or deterring a change in control could limit the opportunity for our stockholders to receive a premium for
their shares of our common stock, and could also affect the price that some investors are willing to pay for our
common stock.
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Item 1B. Unresolved Staff Comments
None.

Item 2. Properties
Our corporate headquarters is located in San Mateo, California and comprises approximately 80,000 square feet of
space leased. In December 2011, we extended the San Mateo office lease term seven years from August 2012 to
August 2019. We also have facilities in Denver, Boston, Austin, New York, Chicago, Pennsylvania, Canada,
Australia, the Czech Republic, Hong Kong, Japan, the Philippines, Singapore and the United Kingdom.
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We believe that our existing properties are in good condition and are suitable for the conduct of our business. As our
existing leases expire and as we continue to expand our operations, we believe that suitable space will be available to
us on commercially reasonable terms.

Item 3. Legal Proceedings
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