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Executive Summary

A signed contract amendment forces two separate decisions, and NetSuite Advanced Revenue Management
(ARM) only helps with the second one. The first is an accounting conclusion. Under ASC 606 (the US revenue
standard, codified by the Financial Accounting Standards Board) and IFRS 15 (the international equivalent), a
modification is a change in scope or price approved by the parties (www.ifrs.org). It then lands in one of three
places: a separate contract when distinct goods or services are added at a price reflecting standalone selling
price (SSP) (www.icaew.com); a prospective "termination and new contract” when the remaining goods or
services are distinct (viewpoint.pwc.com); or a cumulative catch-up when they are not (www.icaew.com).

Only then does the system question arise. Oracle documents two merge paths. A combined revenue
arrangement moves elements into a new arrangement while originals remain editable, whereas a
prospective merge locks the originals and generates new elements and plans carrying residual values,
computed from a residual ratio of amount recognized to original base-currency revenue (docs.oracle.com). An
independent review of the module describes the same behavior: originals are locked and residual values carry
forward from the first open period (auditfriendly.co).

The gates matter at close. As of October 2026, the effective date is the first day of the first open period that is
not an adjustment period (docs.oracle.com), and a merge cannot be created if recognition or reclassification
journals were already posted after that date. Revert is available only until recognized revenue, reclassified
deferred revenue, or contract acquisition costs exist on the merged arrangement.

The practical rule is sequencing: sign-off first, then merge type, then preview, then evidence. This report
supplies a decision tree, a matrix mapping each accounting conclusion to an ARM action, a reconciliation
equation, a test plan, and a fictional change order in which $105,000 recognized to date and $30,000 of
unrecognized original value combine with $78,000 of new consideration into $108,000 of remaining
consideration. Prospective merge is not the answer to every amendment. Software that executes a merge
does not make the underlying conclusion compliant, and each contract needs review by a qualified accountant
(www.ifrs.org).
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https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=a%20contract%20modification%20is%20a%20change%20in%20the%20scope%20or%20price%20%28or%20both%29%20of%20a%20contract%20that%20is%20approved%20by%20the%20parties%20to%20the%20contract
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=treat%20the%20modification%20as%20a%20new%2C%20separate%20contract
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html#:~:text=is%20treated%20as%20if%20it%20were%20a%20termination%20of%20the%20existing%20contract%20and%20the%20creation%20of%20a%20new%20contract%20with%20prospective%20accounting
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=there%20will%20a%20be%20a%20catch%2Dup%20adjustment%20for%20cumulative%20revenue%20recognised
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=The%20residual%20ratio%20is%20the%20amount%20recognized%20prior%20to%20the%20prospective%20merge%20divided%20by%20the%20original%20revenue%20amount%20in%20the%20base%20currency
https://auditfriendly.co/software/netsuite-arm#:~:text=creates%20a%20prospective%20merge%20that%20locks%20the%20originals%20and%20carries%20residual%20values%20forward%20from%20the%20first%20open%20period
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html#:~:text=The%20read%2Donly%20Change%20Order%20Effective%20Date%20field%20is%20populated%20with%20the%20first%20day%20of%20the%20first%20open%20period%20that%20isn%27t%20an%20adjustment%20period
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=If%20a%20contract%20modification%20is%20not%20accounted%20for%20as%20a%20separate%20contract
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Introduction and Background

Controllers and NetSuite owners tend to meet contract modifications in an awkward week: an upsell, a partial
cancellation, or a discounted renewal is signed near month-end, and someone must decide whether the
revenue arrangement should be merged, combined, left alone, or rebuilt. The question is rarely "what is a
contract modification”. It is "which action, and what does it lock". This report is written for the SaaS controller,
the revenue accounting manager, the ARM owner, and the systems architect who share that decision.

The scope is deliberately narrow. It is not a general ASC 606 five-step overview and not a comparison of ARM
product tiers. It starts from the signed amendment, works through the performance obligation judgment, and
then maps each conclusion to ARM mechanics documented by Oracle. Where Oracle's pages are silent, the
report says so and recommends a sandbox test rather than guessing.

Four framing points apply throughout:

e« ASC 606 and IFRS 15 share the framework. The TRG staff paper pairs each US paragraph with its
IFRS counterpart, for example ASC 606-10-25-12 with IFRS 15 paragraph 20 (www.ifrs.org).

« Accounting leads, the system follows. The standards call for judgment about distinct goods or
services and SSP. That judgment sits with the preparer and the reviewer. KPMG's handbook
introduction notes that questions keep arising as companies enter new or modified revenue
arrangements (www.kpmg.com).

« Terminology differs by source. Oracle sometimes calls a combined arrangement a "retrospective
merge", and its prospective merge page contrasts the two. This report uses "combined arrangement"
and "prospective merge".

» Facts are dated. Every ARM behavior described here reflects Oracle help pages read on 2026-10-31.
NetSuite ships releases on a fixed cadence, so confirm each gate in your own account and release.

Licensing is a threshold fact. An independent review describes ARM as two features, Advanced Revenue
Management (Essentials) plus a Revenue Allocation add-on for fair value pricing (auditfriendly.co), and states
that Oracle publishes no price for the module (auditfriendly.co). The distinction matters here because some
prospective merge fields, including the residual fair value option, appear only with Revenue Allocation.

Houseblend, a Montréal NetSuite consultancy, implements and administers ARM for scale-ups and mid-market
companies. This report is general information, not accounting or legal advice, and it has not been reviewed by
a licensed accountant. Conclusions on specific contracts require a qualified professional.

From Signed Amendment to Accounting Conclusion

Step 1: Intake and approval

A modification exists once the parties approve a change that creates or alters enforceable rights and
obligations. Deloitte's accounting spotlight, as hosted by IAS Plus, puts it plainly: whenever those rights and
obligations change, a modification is present and the framework applies (iasplus.com). The preparer must then
assess the goods and services and their selling prices (iasplus.com). The Transition Resource Group (TRG)
staff paper, which is staff material rather than the standard itself, adds that approval can be written, oral, or
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https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=Paragraph%20606%2D10%2D25%2D12%20%5B20%5D%20requires%20that%20an%20entity%20account%20for%20a%20contract%20modification%20as%20a%20separate%20contract
https://www.kpmg.com/us/en/frv/reference-library/2024/handbook-revenue-recognition.html#:~:text=Questions%20continue%20to%20arise%20as%20companies%20enter%20into%20new%20or%20modified%20revenue%20arrangements
https://auditfriendly.co/software/netsuite-arm#:~:text=Two%20features%3A%20Advanced%20Revenue%20Management%20%28Essentials%29%20plus%20a%20Revenue%20Allocation%20add%2Don%20for%20fair%20value%20pricing
https://auditfriendly.co/software/netsuite-arm#:~:text=Oracle%20publishes%20no%20price%20for%20the%20module
https://iasplus.com/content/6bf530ea-e00f-4855-8779-1cd2e8c74766#:~:text=whenever%20the%20enforceable%20rights%20and%20obligations%20in%20a%20contract%20with%20a%20customer%20change%2C%20a%20contract%20modification%20is%20present
https://iasplus.com/content/6bf530ea-e00f-4855-8779-1cd2e8c74766#:~:text=the%20entity%20must%20assess%20the%20goods%20and%20services%20and%20their%20selling%20prices
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implied by customary business practices (www.ifrs.org), and that a modification can exist even while the
parties dispute scope or price (www.ifrs.org). ICAEW's question flow starts the same way, with approval, and
says that without it the previous accounting continues (www.icaew.com).

For the ARM owner, the intake package should therefore contain the signed amendment, side letters, approval
evidence, and the order or orders that will become NetSuite sources. If scope is approved but price is not, the
staff paper says the entity estimates the change to the transaction price (www.ifrs.org). An unpriced change
should not trigger a merge until the accounting team has documented that estimate. Baker Tilly stresses that
proper accounting of modifications requires additional judgment and documentation (www.bakertilly.com), and
Cohen & Company points to estimating the change using historical, current, and forecast information
(www.cohencpa.com).

Step 2: The performance obligation decision tree

The standards set out an ordered test. The sequence below paraphrases ASC 606-10-25-10 through 25-13
and IFRS 15 paragraphs 18 to 21, with the TRG staff paper, PwC, and ICAEW as the cited text:

1. Is the change approved? If not, continue the previous accounting (www.icaew.com).

2. Does scope increase through distinct goods or services priced at SSP? Both conditions must be
present for separate-contract treatment (viewpoint.pwc.com). The first is a scope increase from added
distinct goods or services (www.ifrs.org). The second is a price increase that reflects the entity's
standalone selling prices of the additions, adjusted for the circumstances of the contract (www.ifrs.org).
If both hold, the original contract is unaffected (www.icaew.com).

3. If not a separate contract, are the remaining goods or services distinct? If yes, the modification is
treated as a termination and a new contract, and revenue recognized to date is not adjusted
(www.ifrs.org). The remaining consideration is allocated to the remaining performance obligations
(www.ifrs.org). The assessment covers all remaining goods and services at the time of the modification,
not only those the amendment adds (www.revenuehub.org). ICAEW describes the new contract's
consideration as the unrecognized amount under the old contract, adjusted for the change the
modification brings (www.icaew.com).

4. If the remaining goods or services are not distinct, is there one partially satisfied obligation?
Then the change is treated as part of the original contract and revenue is adjusted on a cumulative
catch-up basis (www.ifrs.org). ICAEW describes the non-distinct items as part of a single performance
obligation that is partially satisfied (www.icaew.com).

5. Is it a mix? A change can combine both, leaving completed distinct obligations untouched
(www.ifrs.org).

Three cautions belong in every technical-accounting memo. First, the reasoning of the FASB and the
International Accounting Standards Board (the Boards) is that some modifications should be prospective and
others cumulative catch-up so as to faithfully depict the modified contract (viewpoint.pwc.com). Prospective
treatment applies even when the added goods are not priced at SSP (viewpoint.pwc.com). Second, ICAEW
stresses that deciding whether remaining goods and services are distinct is not the same as identifying
separately identifiable performance obligations (www.icaew.com). Third, where only some remaining goods or
services are distinct, IFRS 15 is not prescriptive about the mechanics (www.icaew.com).
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https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=A%20contract%20modification%20could%20be%20approved%20in%20writing%2C%20by%20oral%20agreement%2C%20or%20implied%20by%20customary%20business%20practices
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=a%20contract%20modification%20might%20exist%20even%20though%20the%20parties%20to%20the%20contract%20have%20a%20dispute%20about%20the%20scope%20or%20price
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=continue%20with%20the%20previous%20accounting
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=an%20entity%20shall%20estimate%20the%20change%20to%20the%20transaction%20price%20arising%20from%20the%20modification
https://www.bakertilly.com/insights/identifying-the-contract-contract-modifications#:~:text=requires%20additional%20judgment%20and%20documentation
https://www.cohencpa.com/insights/articles/how-to-account-for-contract-modifications-in-your#:~:text=The%20contractor%20should%20estimate%20the%20change%20using%20historical%2C%20current%20and%20forecasted%20information
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=continue%20with%20the%20previous%20accounting
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html#:~:text=An%20entity%20shall%20account%20for%20a%20contract%20modification%20as%20a%20separate%20contract%20if%20both%20of%20the%20following%20conditions%20are%20present
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=The%20scope%20of%20the%20contract%20increases%20because%20of%20the%20addition%20of%20promised%20goods%20or%20services%20that%20are%20distinct
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=standalone%20selling%20prices%20of%20the%20additional%20promised
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=The%20accounting%20for%20the%20original%20contract%20is%20unaffected
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=Revenue%20recognized%20to%20date%20on%20the%20original%20contract%20is%20not%20adjusted
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=accounted%20for%20together%20on%20a%20prospective%20basis%20by%20allocating%20the%20remaining%20consideration%20to%20the%20remaining%20performance%20obligations
https://www.revenuehub.org/contract-modifications-part-ii-contract-modification-treatment#:~:text=remaining%20goods%20and%20services%20at%20the%20time%20of%20the%20modification%20%28not%20just%20those%20added%20by%20the%20modification%29
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=not%20yet%20recognised%2C%20as%20adjusted%20for%20the%20change%20in%20consideration%20arising%20as%20a%20result%20of%20the%20modification
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=the%20revenue%20adjustment%20is%20made%20on%20a%20cumulative%20catch%2Dup%20basis
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=the%20goods%20and%20services%20that%20are%20not%20distinct%20form%20part%20of%20a%20single%20performance%20obligation%20that%20is%20partially%20satisfied
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=The%20accounting%20for%20completed%20performance%20obligations%20that%20are%20distinct%20from%20the%20modified%20goods%20or%20services%20is%20not%20adjusted
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html#:~:text=to%20faithfully%20depict%20the%20rights%20and%20obligations%20arising%20from%20a%20modified%20contract%2C%20an%20entity%20should%20account%20for%20some%20modifications%20prospectively%20and%20account%20for%20others%20on%20a%20cumulative%20catch%2Dup%20basis
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html#:~:text=regardless%20of%20whether%20the%20pricing%20of%20the%20additional%20promised%20goods%20or%20services%20reflected%20their%20standalone%20selling%20prices
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=establishing%20whether%20remaining%20goods%20and%20services%20are%20distinct%20is%20not%20the%20same%20as%20establishing%20separately%20identifiable%20performance%20obligations
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=is%20not%20prescriptive%20as%20to%20precisely%20how%20this%20should%20be%20achieved
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Step 3: SaaS-specific judgment

For SaaS, series guidance usually points toward prospective treatment. PwC observes that a promise of SaaS
access is typically a series of distinct goods or services (www.pwc.com), so a SaaS modification is generally

either a separate contract or a termination and new contract under ASC 606-10-25-13(a) (www.pwc.com), and
ICAEW's telecom illustration reaches the same place for a mid-term change (www.icaew.com). "Usually" is not

"always". PwC notes that the additional consideration may fail to reflect SSP when quantities are variable

(www.pwc.com), and that preparers should weigh all facts and circumstances (www.pwc.com).

Some upsell structures sit outside the standard's direct text. PwC's discussion of converting an on-premises
license to SaaS states that the revenue standard does not directly address that scenario (www.pwc.com), and

describes two views that differ on whether a credit is a discount or a refund. Under the first view there is no

further accounting for the license cancellation (www.pwc.com). A rip-and-replace amendment is the kind of
change that should reach technical accounting before anyone selects arrangements in NetSuite.

Public filers use compact versions of the same language. One filer states that a modification meeting both

criteria is accounted for as a separate contract (www.sec.gov), and one that does not is accounted for
prospectively or on a cumulative catch-up basis (www.sec.gov). A subscription company's annual report says
modifications that extend a term or add subscription products are generally treated as a termination of the old

contract and creation of a new one (www.sec.gov). These are policy descriptions, not a template for any other

company.

Step 4: Mapping the conclusion to an ARM action

Table 1 below converts each accounting conclusion into the ARM action Oracle documents and flags what
ARM does not decide. Where the ARM path and Watch-outs columns describe a documentation gap, it is this

report's analysis, not an Oracle statement.

Accounting
conclusion

Separate contract

Termination and
new contract (25-
13(a))

Cumulative
catch-up (25-
13(b))

What the standard says

Added distinct goods or
services at SSP; the
original contract is
unaffected
(www.icaew.com)
(www.cohencpa.com)

Remaining goods or
services are distinct; prior
revenue is not adjusted
(www.ifrs.org)
(viewpoint.pwc.com)

Treated as part of the
original contract; revenue
adjusted up or down
(www.revenuehub.org)
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ARM path

No merge. Let the new order generate its own

arrangement and leave the original untouched.

Prospective merge of entire arrangements,
creating residual-value elements and locking
originals

Not a prospective merge, which leaves
recognized revenue on the locked originals. A
combined arrangement is the nearest
documented structure, because revenue is
reallocated automatically (docs.oracle.com)

Watch-outs

Confirm the new arrangement
is not selected in a later merge
by mistake.

Open-period, posted-journal,
and plan-update gates apply.

Oracle's pages do not map a
combined arrangement to 25-
13(b). Test that the current-
period adjustment equals the
accountant's calculation.
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https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=Because%20a%20promise%20to%20provide%20access%20to%20SaaS%20is%20typically%20a%20series%20of%20distinct%20goods%20or%20services
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=as%20if%20it%20were%20the%20termination%20of%20the%20existing%20contract%20and%20the%20creation%20of%20a%20new%20contract%20in%20accordance%20with%20ASC%20606%2D10%2D25%2D13%28a%29
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=the%20remaining%20telecom%20service%20would%20be%20viewed%20as%20distinct%20and%20would%2C%20therefore%2C%20give%20rise%20to%20the%20termination%20of%20the%20existing%20contract%20and%20the%20creation%20of%20a%20new%20one
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=the%20additional%20consideration%20may%20not%20reflect%20SSP%20in%20situations%20when%20quantities%20are%20variable
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=Management%20should%20consider%20all%20of%20the%20relevant%20facts%20and%20circumstances%20to%20determine%20whether%20the%20additional%20consideration%20reflects%20SSP
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=The%20revenue%20standard%20does%20not%20directly%20address%20the%20accounting%20in%20this%20scenario
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=There%20is%20no%20further%20accounting%20for%20the%20license%20cancellation
https://www.sec.gov/Archives/edgar/data/1019671/000095017023013077/seac-20230131.htm#:~:text=An%20amendment%20or%20contract%20modification%20meeting%20both%20criteria%20is%20accounted%20for%20as%20a%20separate%20contract
https://www.sec.gov/Archives/edgar/data/1019671/000095017023013077/seac-20230131.htm#:~:text=A%20contract%20modification%20not%20meeting%20both%20criteria%20is%20considered%20a%20change%20to%20the%20original%20contract%20and%20is%20accounted%20for%20on%20either%20a%20prospective%20basis%20as%20a%20termination%20of%20the%20existing%20contract%20and%20the%20creation%20of%20a%20new%20contract%20or%20a%20cumulative%20catch%2Dup%20basis
https://www.sec.gov/Archives/edgar/data/1448056/000144805619000020/newr10k3312019.htm#:~:text=These%20modifications%20are%20generally%20accounted%20for%20as%20a%20termination%20of%20the%20old%20contract%20and%20a%20creation%20of%20a%20new%20contract%20because%20the%20additional%20performance%20obligations%20are%20considered%20distinct%20and%20priced%20at%20stand%2Dalone%20selling%20price
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=The%20accounting%20for%20the%20original%20contract%20is%20unaffected
https://www.cohencpa.com/insights/articles/how-to-account-for-contract-modifications-in-your#:~:text=reflects%20the%20standalone%20selling%20price%20for%20the%20separate%20goods%20or%20services%20are%20accounted%20for%20as%20a%20new%20contract
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=Revenue%20recognized%20to%20date%20on%20the%20original%20contract%20is%20not%20adjusted
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html#:~:text=that%20is%2C%20a%20cumulative%20catch%2Dup%20adjustment%20is%20not%20recorded%20on%20the%20modification%20date
https://www.revenuehub.org/contract-modifications-part-ii-contract-modification-treatment#:~:text=to%20reflect%20the%20changes%20of%20the%20modification%20to%20the%20transaction%20price
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498263039.html#:~:text=Revenue%20is%20automatically%20reallocated%20when%20you%20merge

Houseblend

Accounting
conclusion

Combination of
(a) and (b)

Not yet approved
or unpriced

What the standard says

Different treatment for
different obligations

Estimate the price effect
where scope is approved
(www.ifrs.org)

ARM path

No single documented transaction. Design
explicitly, element by element.

Hold. Do not merge until the conclusion is
signed off. Without approval, the previous
accounting continues (www.icaew.com).

Watch-outs

Prospective merge requires
whole arrangements, so a split
design may need a staged
approach agreed with the
reviewer.

The ARM "Approved" filter
relates to arrangement
approval, not contract approval.

Table 1 shows why "use prospective merge" is not a universal answer. Only the second row, and in practice
one flavor of the fourth, leads there. The matrix also exposes the weakest link in many implementations: the

catch-up path has the thinnest vendor documentation, so it deserves the most sandbox testing. A related blog

from RevenueHub describes the prospective method as treating the original contract as terminated and
accounting for it with the modification as a newly created contract (www.revenuehub.org), which is the

accounting a prospective merge implements and no more.

Combined Arrangements Versus Prospective Merges in ARM

What each path does

A combined arrangement represents a single obligation. Elements from multiple sources are merged into one

arrangement, the originals are preserved without the merged elements, and they keep the history and audit

trail. If the plan update frequency is set to Manual, plans must be updated by hand after the merge.

A prospective merge instead uses residual values. NetSuite generates new elements and plans for the

unrecognized remainder, while recognized periods stay on the locked originals (docs.oracle.com). The new

plans start on the effective date, and amounts planned before that date but not yet recognized roll into them.
The locked originals get an effective end date one day before the merge effective date.

Table 2 condenses the documented differences.

Dimension

New arrangement
contains

Original arrangements
Selection

Plans

Start-date rule

Combined arrangement

The original elements

Remain editable

Individual elements allowed

Move to the new arrangement

All elements must share the same effective start
dates (docs.oracle.com)

NetSuite consulting - ERP integration - Finance & operations

Prospective merge

New elements carrying residual values

Locked
Entire arrangements only

Original plans truncated and locked; new plans
for residual amounts

Effective date is system-set to the first day of the
first open period
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https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=an%20entity%20shall%20estimate%20the%20change%20to%20the%20transaction%20price%20arising%20from%20the%20modification
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=continue%20with%20the%20previous%20accounting
https://www.revenuehub.org/contract-modifications-part-ii-contract-modification-treatment#:~:text=the%20entity%20treats%20the%20original%20contract%20as%20terminated%20and%20accounts%20for%20both%20the%20original%20contract%20and%20the%20modifications%20together%20as%20a%20newly%20created%20contract
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=The%20prospective%20merge%20process%20generates%20new%20revenue%20elements%20and%20revenue%20recognition%20plans%20with%20the%20residual%20values
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498263039.html#:~:text=All%20revenue%20elements%20included%20in%20a%20retrospective%20merge%20must%20have%20the%20same%20effective%20start%20dates

Houseblend

Dimension Combined arrangement Prospective merge
Revert Not addressed on the combined arrangement pages Revert Change Order button, with conditions
reviewed

Table 2 needs two readings. The revert row reflects what the pages reviewed document, not a claim that no
other mechanism exists; confirm with Oracle Support for your release. The start-date row reflects a recent
behavior: a Crowe summary of the 2025.1 release describes aligned start dates as a change to retrospective
merging (Www.crowe.com).

The residual ratio in practice

The calculation is simple, and the simplicity is the audit point. Residual amounts equal one minus the residual
ratio, times the original amount, and the ratio uses base-currency amounts that exclude foreign currency
revaluation adjustments (docs.oracle.com). In the new arrangement, the discounted sales amount becomes
the original amount minus the amount recognized before the merge. Quantity, sales amount, and calculated
fair value are scaled by the ratio in the same way.

Two consequences follow. First, fully recognized elements still appear in the new arrangement with a zero
residual, because they are required to support reclassification. Second, a prospective merge can be repeated:
later merges can include a prospective merge arrangement, but elements cannot be added or removed by
editing it. A second amendment therefore starts a new decision, not an edit.

Effective date versus modification date

The effective date is not a field the user enters. The accounting modification date is when the parties approved
the change, and approval can be written, oral, or implied (www.ifrs.org). If an amendment is signed on the 12th
of an open month, ARM's start-of-month convention differs from the contractual date. The difference may be
immaterial, but that is a documented judgment for the technical accounting reviewer, not an assumption to
make silently.

Gates, Preview, and Approval Controls

Hard gates before the merge can be created

Oracle lists conditions that block a prospective merge. Treat them as a pre-flight checklist for the change order
owner:

» Open period. If prior changes have not posted, reopen the prior period and post them first, because a
merge cannot be created once recognition or reclassification journals exist after the effective date
(docs.oracle.com).

» Plans up to date. No selected element may require a plan update (docs.oracle.com). Oracle notes that
this condition does not apply where elements have no existing plans.

e Operating limits. Automatic plan updates run every 3 hours (docs.oracle.com), and Oracle's SuiteScript
merge task documentation states that a merge cannot include more than 10,000 revenue elements at
one time; the help page for the merge Ul states no numeric cap (docs.oracle.com).
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https://www.crowe.com/insights/netsuite-blog/do-more-with-the-netsuite-2025-1-release#:~:text=The%20NetSuite%20platform%20maintains%20consistency%20when%20retrospectively%20merging%20revenue%20arrangements%20by%20maintaining%20aligned%20start%20dates
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=excludes%20any%20foreign%20currency%20revaluation%20adjustments
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf#:~:text=A%20contract%20modification%20could%20be%20approved%20in%20writing%2C%20by%20oral%20agreement%2C%20or%20implied%20by%20customary%20business%20practices
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html#:~:text=You%20can%27t%20create%20a%20prospective%20merge%20if%20revenue%20recognition%20or%20reclassification%20journal%20entries%20have%20already%20been%20posted%20after%20the%20effective%20date
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html#:~:text=You%20can%27t%20create%20a%20prospective%20merge%20if%20any%20of%20the%20revenue%20elements%20in%20the%20revenue%20arrangements%20that%20you%27re%20merging%20requires%20revenue%20recognition%20plan%20updates
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4351787732.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1554472720.html

Houseblend

Unsupported plan types and arrangements

Oracle lists plan types a prospective merge does not support: project revenue plans, subscription revenue
plans when the Create Revenue Elements for Subscription Revisions preference is clear, and plans from
certain custom revenue events, and it adds that field mapping is unsupported in prospective merge
arrangements (docs.oracle.com). That preference is permanent once set (docs.oracle.com), so it is an
architecture decision, not a toggle to flip during close. The field-mapping limit matters if downstream reporting
depends on mapped custom fields.

For subscription businesses, the term "change order" is overloaded. In SuiteBilling, a change order is a billing
record, and it is not itself the accounting conclusion. Keep the billing change order and the ARM merge as
separate objects in the evidence pack.

Preview, approval, and audit trail

The Preview Revenue Arrangement page is read-only and shows transaction total, carve-out, and revenue
amounts before and after, element by element. Oracle says a user can click Merge without previewing, but that
it is not best practice (docs.oracle.com). Make the preview a required control: export it, and have the reviewer
sign it before the merge executes.

Approval routing adds a second control. When it is used, recognition and reclassification journals cannot be
generated until the arrangement is approved (docs.oracle.com). ARM adds revenue manager and revenue

accountant roles, and both default to full permission for revenue recognition processing (docs.oracle.com),

which is the cue to restrict who can run merges.

For audit trail, revenue plans retain previous versions with the date and user name. Auditors who rely on
company-produced information must evaluate whether it is sufficient and appropriate (pcaobus.org), which
includes testing accuracy and completeness or the controls over them (pcaobus.org). PCAOB AS 1105 also
says such information is more reliable when the company's controls over it are effective (pcaobus.org).
Evidence from a knowledgeable independent source is also more reliable than evidence from internal sources
alone (pcaobus.org), so pair system exports with the signed amendment and approvals. The preview, system
notes, and plan version history are evidence, but only if the controls around them operate.

Reclassification, Contract Costs, Currency, and Allocation

Reclassification and the locked originals

Reclassification runs for both the locked original arrangement and the new merged arrangement
(docs.oracle.com). For the original, carve-in and carve-out postings are unwound and billed and recognized
totals must line up. Deferred revenue balances carried to the merged arrangement are reallocated on the new
carve-in and carve-out ratio. Because reclassification journals posted after the effective date block the merge,
the sequence at close is: finish prior-period work, merge, then run recognition followed by reclassification.
Oracle states that these processes should run in that order (docs.oracle.com).

One restriction affects rework: running reclassification in a reopened period requires reverting any prospective
merges first. Reopening a period after a merge is therefore a multi-step event, not a toggle.
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https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=Subscription%20revenue%20plans%20when%20the%20box%20is%20clear%20for%20the%20accounting%20preference%20Create%20Revenue%20Elements%20for%20Subscription%20Revisions
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_0930041219.html#:~:text=After%20you%20set%20this%20preference%2C%20you%20can%27t%20change%20it
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html#:~:text=You%20can%20click%20Merge%20on%20the%20Merge%20Revenue%20Arrangements%20for%20Linked%20Sources%20page%20without%20first%20viewing%20the%20preview%2C%20but%20it%27s%20not%20best%20practice
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1489444938.html#:~:text=revenue%20recognition%20and%20reclassification%20journal%20entries%20can%27t%20be%20generated%20until%20the%20revenue%20arrangement%20is%20approved
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4333739329.html
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105#:~:text=the%20auditor%20should%20evaluate%20whether%20the%20information%20is%20sufficient%20and%20appropriate%20for%20purposes%20of%20the%20audit
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105#:~:text=Test%20the%20accuracy%20and%20completeness%20of%20the%20information%2C%20or%20test%20the%20controls%20over%20the%20accuracy%20and%20completeness%20of%20that%20information
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105#:~:text=more%20reliable%20when%20the%20company
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105#:~:text=Evidence%20obtained%20from%20a%20knowledgeable%20source%20that%20is%20independent%20of%20the%20company%20is%20more%20reliable%20than%20evidence%20obtained%20only%20from%20internal%20company%20sources
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=Reclassification%20is%20run%20for%20both%20the%20original%20revenue%20arrangement%20and%20the%20prospectively%20merged%20revenue%20arrangement
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4339730171.html#:~:text=Always%20run%20these%20processes%20in%20order%3A%20first%20revenue%20recognition%20and%20then%20deferred%20revenue%20reclassification

Houseblend

Contract acquisition costs

With Advanced Cost Amortization enabled, a merge reverses contract cost deferral journals, links them to the
old arrangements, and creates a new deferral on the new arrangement (docs.oracle.com). Allocated
acquisition cost is not reallocated automatically; the Reallocate Cost button does that. Because a merged
arrangement holding contract acquisition costs cannot be reverted, the commission or cost owner should sign
off before the merge, not after. Whether capitalized costs need reassessment because of the amendment is an
accounting question for the reviewer; this report states no rule.

Multi-currency and SSP effects

For foreign-currency arrangements, the exchange rate on each element stays the same after the merge. For
combined arrangements, merging elements at different exchange rates recalculates plan exchange rates so
that all resulting plans share one. Run at least one multi-currency UAT (user acceptance testing) scenario with
a rate change between the order date and the amendment date.

On SSP, the Recalculate Residual Fair Value box appears only when Revenue Allocation is enabled, and fair
values to be recalculated should include the quantity field. If the box is cleared, fair value stays at the original
calculated amount times one minus the residual ratio. In both cases the accountant's SSP analysis defines the
correct allocation; the fair value price list should be made to reproduce it. PwC's blend-and-extend example
shows why. A SaaS vendor with a three-year $900,000-per-year contract modifies it at the end of year two
(www.pwc.com), and whether the added year's price reflects current SSP decides whether the change is a
separate contract (www.pwc.com).

Reconciliation, UAT, and the Close Evidence Pack

The reconciliation equation

The core control total for a prospective-merge conclusion is:

« Original unrecognized balance (original amount minus recognized to date, per element)

« plus new consideration (amendment value, net of any item the accountant excludes)

* equals new remaining consideration (the sum of residual-value elements after allocation)

« adjusted for contract-specific accounting (for example, variable consideration, credits, or cost
treatment documented in the memo).

This mirrors the IFRS 15 description of the new contract's consideration as unrecognized old consideration
adjusted for the modification (www.icaew.com). If the preview total, the sum of new plan lines, and the memo
schedule do not agree, stop. A second check belongs in the pack: lifetime revenue (recognized to date plus
new remaining consideration) should equal original contract value plus new consideration, unless the memo
explains a difference.

UAT cases

Test in a sandbox refreshed from production close to the cutoff, with periods configured as in production.
Minimum cases:
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https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4370936582.html#:~:text=NetSuite%20reverses%20any%20contract%20cost%20deferral%20journal%20entries
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=a%20SaaS%20vendor%20enters%20into%20a%20three%2Dyear%20noncancelable%20SaaS%20contract%20for%20%24900%2C000%20per%20year
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=If%20%24800%2C000%20for%20the%20additional%20year%20of%20services%20reflects%20the%20current%20SSP%2C%20the%20SaaS%20vendor%20accounts%20for%20the%20modification%20as%20a%20separate%20contract
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=not%20yet%20recognised%2C%20as%20adjusted%20for%20the%20change%20in%20consideration%20arising%20as%20a%20result%20of%20the%20modification

Houseblend

« Upsell with discount. Added modules at a discount to SSP; confirm the conclusion (separate contract
versus prospective) and, for the merge case, that allocation matches the memo.

« Partial cancellation. Reduced scope with a credit; confirm the sign of residual amounts and the
reclassification effect on billed versus recognized totals.

« Return or credit. Returns are merged with the original sale so that negative elements link to positive
ones (auditfriendly.co); confirm that link and that the return carries the same exchange rate as the linked
sales order.

o Cumulative catch-up. A combined arrangement with the same start dates; confirm the current-period
adjustment equals the accountant's calculation, which compares cumulative revenue under the new
terms with revenue recognized to date (www.icaew.com).

» Gate failures. A journal already posted after the effective date, a stale plan, an inactive source item, and
mismatched contract acquisition accounts; each should block the merge as expected.

« Revert. One merge with no recognized revenue (revert succeeds) and one with recognized revenue
(revert unavailable).

« Multi-currency. A rate move between orders; confirm element exchange rates and reclassification.

The close evidence pack

An evidence register for each amendment should include:

« Signed amendment and approval record, with date and approver.

« Technical-accounting memo, including distinct and SSP analysis and the conclusion.

« Pre-merge shapshot, including plans and a recognized-to-date schedule by element.

» Preview export, reviewed and signed.

« Post-merge arrangement view, showing locked originals, effective dates, and new plans.
« Reconciliation workbook with the equation above.

« Journal listing for recognition and reclassification in the first period after the merge.

» System notes and plan version exports from the audit-trail locations described earlier.

Rollback and escalation

Rollback is a short window. Prospective merge arrangements include a Revert Change Order button, and it
works only until the new arrangement has recognized revenue, reclassified deferred revenue, or contract
acquisition costs. After that point Oracle's page documents no revert path, so escalate to the revenue
manager, the technical accounting lead, and, where needed, Oracle Support. Corrections after that point follow
company policy and are decided by the accounting team.

Data Analysis and Evidence

The evidence supporting this report is mostly rule text rather than market statistics, so the useful quantitative
check is arithmetic: do published examples reproduce under the stated formulas?

Oracle's $1,200 example. An element of $1,200 recognized evenly over six months, merged prospectively
with a September 1 effective date, leaves $400 (July and August at $200) on the locked element and $800 on
the new element (docs.oracle.com). The residual ratio is $400 divided by $1,200, or one third, and the residual
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https://auditfriendly.co/software/netsuite-arm#:~:text=Returns%20are%20merged%20with%20the%20original%20sale%20so%20negative%20elements%20link%20to%20positive%20ones
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15#:~:text=calculated%20by%20comparing%20the%20amount%20of%20cumulative%20revenue%20that%20would%20have%20been%20recognised%20had%20the%20new%20contract%20terms%20at%20the%20beginning%20of%20the%20contract%20to%20the%20cumulative%20revenue%20recognised%20to%20date
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=The%20following%20is%20an%20example%20of%20an%20original%20actual%20revenue%20recognition%20plan%20and%20the%20impact%20of%20the%20prospective%20merge%20process

Houseblend

is (1 minus one third) times $1,200, or $800. Oracle's new actual plan shows four monthly lines of $200 from
September to December. Oracle's forecast plan spreads the same $800 as $133.33 for five months
(September to January) and $133.34 for the sixth (February); the six printed lines total $799.99, a one-cent
rounding difference against $800. The actual plan (four lines of $200) and the residual calculation ($1,200 x (1
- 1/3) = $800) do reproduce.

PwC's blend-and-extend example. The contract is modified to extend one year and set a blended rate of
$850,000 per year for the remaining two years (www.pwc.com). The implied price of the extension year is
$800,000 ($850,000 less the $50,000 decrease on the original remaining term) (www.pwc.com). If that price
does not reflect current SSP, revenue follows the blended rate: $850,000 in year three rather than $900,000,
and $850,000 in year four rather than $800,000. The two treatments move $50,000 between years three and
four, so the SSP conclusion has to precede the system action.

Documented system limits. Four facts constrain a design: automatic plan updates every 3 hours, a limit of
10,000 revenue elements per merge (documented for the SuiteScript merge task; the merge Ul help states no
cap), one effective date per merge, and a revert that works only before recognition or cost allocation exists.

Evidence quality. There are no public benchmarks of merge failure rates, close-time effects, or adoption of
prospective merge among NetSuite customers, and this report does not infer any. The sources are Oracle's
help pages for system behavior, ICAEW and the IFRS Foundation's TRG staff paper for IFRS 15 mechanics,
PwC for SaaS interpretation, and the PCAOB standard for audit evidence principles. Partner descriptions of
prospective merge, such as a ZoneBilling article about a split into a completed arrangement for revenue
already recognized (zoneandco.com), describe a third-party product built on NetSuite and should not be read
as Oracle documentation.

Case Study: A Worked Change Order (Hypothetical Example)

This section is a Hypothetical Example. The customer, orders, dates, prices, and SSP figures are invented to
show the mechanics; the accounting conclusion is assumed, not derived.

Facts. Northwind Analytics (fictional) bought a 12-month platform subscription for $120,000 ($10,000 per
month, January to December 2026) and a $15,000 onboarding service completed in the first quarter. Both sit
on one arrangement, RA-1. On October 12, 2026, Northwind signs an amendment, SO-2001, that extends the
platform through June 2027 and adds a Forecasting module from October 2026 to June 2027 for a combined
$78,000 ($46,800 and $31,200 on the invoice lines). The SSP analysis concludes the price is below SSP, so
the amendment is not a separate contract, and the reviewer concludes the remaining services are a series of
distinct daily services, which supports a termination and new contract. September is closed, October is open,
and no October recognition journal has posted, so the ARM effective date is October 1, 2026.

Recognized to date and residual. Through September 30, $90,000 of the platform (9 months) and all
$15,000 of onboarding are recognized, for $105,000. The platform residual ratio is $90,000 divided by
$120,000, or 0.75, so its residual is $30,000. Onboarding's ratio is 1.00 and its residual is zero. SO-2001 has
no recognized revenue, so its residual is its full $78,000.
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https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=the%20customer%20immediately%20takes%20advantage%20of%20a%20lower%20price
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf#:~:text=the%20parties%20agreed%20to%20add%20distinct%20services%20for%20additional%20consideration%20that%20reflects%20%24800%2C000%20per%20year
https://zoneandco.com/articles/unleashing-the-power-of-zonebillings-prospective-merge-in-asc606-compliance#:~:text=representing%20the%20revenue%20recognized%20before%20the%20amendment

Houseblend

Updated allocation. The assumed SSP schedule is $10,000 per month for the platform and $5,000 per month
for the module, so fair values are $30,000 for the platform residual, $60,000 for the six-month extension, and
$45,000 for the module, totaling $135,000. The new remaining consideration of $108,000 is allocated in
proportion to those fair values.

Table 3 below shows the bridge, and the control total ties at each step.

Element Original or Recognized Resid Residual Fair Updated New plan
contract through Sep ual before valu allocatio
amount 30, 2026 ratio allocation e n
E1 Platform (RA-1) $120,000 $90,000 0.75 $30,000 $30, = $24,000 $8,000 per month, Oct
000 to Dec 2026
E2 Onboarding (RA- $15,000 $15,000 1.00 $0 $0 $0 Zero-amount element
1) retained for

reclassification

E3 Platform $46,800 $0 0 $46,800 $60,  $48,000 $8,000 per month, Jan

extension (SO-2001) 000 to Jun 2027

E4 Forecasting $31,200 $0 0 $31,200 $45, = $36,000 $4,000 per month, Oct

module (SO-2001) 000 2026 to Jun 2027

Total $213,000 $105,000 $108,000 $135 $108,000 $12,000 per month,
,000 Oct 2026 to Jun 2027

The table reconciles as follows. The original unrecognized balance ($30,000) plus new consideration
($78,000) equals the new remaining consideration ($108,000), and the three allocated amounts ($24,000,
$48,000, $36,000) sum to the same $108,000. Lifetime revenue is $105,000 recognized plus $108,000
remaining, or $213,000, which equals the original $135,000 plus the $78,000 amendment. Allocation moves
value between elements without changing the total: E3 rises $1,200 above its invoice amount, E4 rises $4,800,
and E1 falls $6,000 from its residual, netting to zero.

What to verify in the preview. The preview total should show $108,000, the locked RA-1 should show
$105,000 recognized, and E2 should carry a zero residual. October's ARM revenue is $12,000 ($8,000
platform plus $4,000 module), against $10,000 under the unmodified plan, even though the amendment was
signed on October 12. The controller needs a documented position on that start-of-month convention. Had
October recognition already posted before the merge, Oracle's gate would have blocked the merge until the
sequencing issue was resolved.

Implications and Future Directions

For controllers. The core discipline is writing the conclusion before touching the merge page. A short template
(approval, distinct analysis, SSP analysis, conclusion, ARM action, expected preview totals) keeps the
technical memo and the system action tied together. Because Oracle's constraints are tied to periods, the
amendments most at risk are those signed in the last days of a period, when journals may already be posted.
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For ARM owners and architects. Three design choices carry long-term consequences. The Create Revenue
Elements for Subscription Revisions preference is permanent once set. Unsupported plan types limit where
prospective merge can be used at all. And the effective-date rule means the system date can differ from the
contractual date. Where those constraints conflict with accounting policy, the options are policy alignment, a
documented manual process, or custom development, and the last deserves caution because Oracle
documents locked arrangements and plan truncation as part of the standard process. Integrations that create
orders from a quoting or billing system should flag amendments so they route to the review queue rather than
flowing straight into a merge.

For auditors and reviewers. System evidence has value when controls over its generation are tested,
because the auditor must evaluate whether company-produced information is sufficient and appropriate
(pcaobus.org). A standardized evidence register makes that testing efficient and repeatable across
amendments.

Future directions. Oracle's pages have changed on this topic recently, as the same-start-date rule for
combined arrangements shows. Subscribe to release notes and rerun the UAT suite at each release. The
accounting conclusion remains with the company's own qualified staff and advisers.

Frequently Asked Questions (FAQS)

What is a NetSuite ARM contract modification? In accounting terms, a change in scope or price approved
by the parties (www.ifrs.org). In ARM terms, the change is handled by a combined arrangement or a
prospective merge launched from the Merge Revenue Arrangements for Linked Sources page.

Does ASC 606 prospective treatment mean prospective merge is required in NetSuite? No. Prospective
treatment is an accounting conclusion, and prospective merge is one documented way to implement it.
Confirm that the locked originals and residual values match the memo before choosing it.

What is the difference between a combined arrangement and a prospective merge? A combined
arrangement keeps originals editable and moves elements and plans, whereas a prospective merge locks
originals and creates residual elements.

How does termination of a contract modification show up in ARM? Under a prospective merge, the
originals get an effective end date and are locked, and the new arrangement carries residual values. The
accounting language of "termination and new contract" corresponds in effect, but the label is not a substitute
for the memo.

What about cumulative catch-up versus prospective? Catch-up adjusts revenue previously recognized,
whereas a prospective merge leaves recognized revenue on the locked originals. Oracle does not map
combined arrangements to catch-up treatment, so test the result.

How should change orders in construction-style or milestone contracts be handled? The same test
applies. Baker Tilly notes that a modification must change scope or price (www.bakertilly.com), and its school
example concludes that a $5 million price for an added gym reflects SSP after on-site efficiencies
(www.bakertilly.com). Cohen & Company adds that modifications adding distinct goods or services are
separate contracts only when priced accordingly (www.cohencpa.com).
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What are best practices for revenue arrangement modifications? Write the conclusion first, verify gates,
preview and sign off, run recognition before reclassification, reconcile, and file the evidence pack.

Can a prospective merge be undone? Only before recognized revenue, reclassified deferred revenue, or
contract acquisition costs exist on the merged arrangement (docs.oracle.com).

Conclusion

A contract amendment is two decisions in sequence. The accounting decision, grounded in ASC 606-10-25-10
through 25-13 and IFRS 15 paragraphs 18 to 21, establishes whether the change is a separate contract, a
prospective re-spread of remaining consideration, a cumulative catch-up, or a mix. The system decision then
selects among documented ARM paths, each with different effects on originals, plans, and reclassification. A
combined arrangement keeps originals editable; a prospective merge locks them and carries residual values
forward. Neither is a default.

The gates are specific and dated: a system-set effective date, no posted recognition or reclassification journals
after it, no pending plan updates, supported plan types, and a revert option that closes once recognition or
costs exist. Each is an opportunity for a control: a pre-flight checklist, a signed preview, a reconciliation to the
equation, and an evidence register. The fictional Northwind change order shows how $105,000 recognized,
$30,000 of residual original value, and $78,000 of new consideration become $108,000 of remaining
consideration with a clean plan reconciliation.

Software does not make an accounting conclusion compliant. It executes the conclusion that the accountants
reach, and it does so well only when the conclusion, the configuration, and the calendar line up. Teams that
document each of those three before closing the period tend to be able to explain every number afterward.
Confirm every behavior in your own release, and consult a qualified accountant on any specific contract.

Source links

Links cited in this article, in order of first appearance. Full addresses are provided for readers using extracted text.

[En

. https://lwww.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf

. https:/lwww.icaew.com/technical/corporate-reporting/ifrs/ifrs-fags/modifications-to-revenue-recognition-under-ifrs-15
. https:/Iviewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat US.html
. https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html

. https://auditfriendly.co/software/netsuite-arm

. https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html

. https:/iwww.kpmg.com/us/en/frvireference-library/2024/handbook-revenue-recognition.html

. https://iasplus.com/content/6bf530ea-e00f-4855-8779-1cd2e8c74766

© 00 N o o b~ W N

. https:/iwww.bakertilly.com/insights/identifying-the-contract-contract-modifications

[EnY
o

. https:/lwww.cohencpa.com/insights/articles/how-to-account-for-contract-modifications-in-your

=
[N

. https://lwww.revenuehub.org/contract-modifications-part-ii-contract-modification-treatment

A
N

. https:/lwww.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf

NetSuite consulting - ERP integration - Finance & operations Page 14 of 16


https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html#:~:text=The%20prospective%20merge%20arrangement%20has%20recognized%20revenue%20or%20reclassified%20deferred%20revenue
https://www.ifrs.org/content/dam/ifrs/meetings/2015/january/trg-rev/rev-rec/ap24-contract-modifications.pdf
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-faqs/modifications-to-revenue-recognition-under-ifrs-15
https://viewpoint.pwc.com/dt/us/en/fasb_financial_accou/trg_revenue/trg_revenue_US/contract_asset_treat_US.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498077674.html
https://auditfriendly.co/software/netsuite-arm
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498517451.html
https://www.kpmg.com/us/en/frv/reference-library/2024/handbook-revenue-recognition.html
https://iasplus.com/content/6bf530ea-e00f-4855-8779-1cd2e8c74766
https://www.bakertilly.com/insights/identifying-the-contract-contract-modifications
https://www.cohencpa.com/insights/articles/how-to-account-for-contract-modifications-in-your
https://www.revenuehub.org/contract-modifications-part-ii-contract-modification-treatment
https://www.pwc.com/us/en/industries/tmt/library/assets/pwc-rev-rec-q-and-a-guide-for-software-and-saas.pdf

Houseblend

13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

https://www.sec.gov/Archives/edgar/data/1019671/000095017023013077/seac-20230131.htm
https://www.sec.gov/Archives/edgar/data/1448056/000144805619000020/newr10k3312019.htm
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498263039.html
https://www.crowe.com/insights/netsuite-blog/do-more-with-the-netsuite-2025-1-release
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4351787732.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1554472720.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_0930041219.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1489444938.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4333739329.html
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4339730171.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4370936582.html

https://zoneandco.com/articles/unleashing-the-power-of-zonebillings-prospective-merge-in-asc606-compliance

NetSuite consulting - ERP integration - Finance & operations

Page 15 of 16


https://www.sec.gov/Archives/edgar/data/1019671/000095017023013077/seac-20230131.htm
https://www.sec.gov/Archives/edgar/data/1448056/000144805619000020/newr10k3312019.htm
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1498263039.html
https://www.crowe.com/insights/netsuite-blog/do-more-with-the-netsuite-2025-1-release
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4351787732.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1554472720.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_0930041219.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_1489444938.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4333739329.html
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4339730171.html
https://docs.oracle.com/en/cloud/saas/netsuite/ns-online-help/section_4370936582.html
https://zoneandco.com/articles/unleashing-the-power-of-zonebillings-prospective-merge-in-asc606-compliance

Houseblend

THE PUBLISHER

About Houseblend

Houseblend is a NetSuite consulting firm serving finance and operations teams. We help organizations
implement ERP systems, connect business applications, improve existing configurations and maintain the
systems that support everyday work. Our audience includes finance leaders, controllers, operations managers,
NetSuite administrators and implementation teams.

Implementation and architecture

Houseblend provides NetSuite implementation, architecture and data migration services. We help teams
evaluate how business processes, reporting requirements and existing data should fit together in an ERP
environment. Training supports the people responsible for adopting and operating the resulting system.

Integrations, customization and Al

Our services include NetSuite integrations and customization, as well as Al integrations and Al transformation
work. These engagements connect ERP data and workflows with the broader application landscape. The right
design depends on the organization's systems, controls and operating needs.

Improve and support an existing system

Houseblend offers NetSuite health checks, optimization, managed support and project rescue services. We
also provide expertise for analytics and specialist workflows, including NetSuite Analytics Warehouse,
warehouse management and field service management. Published educational material helps teams
investigate options and prepare informed questions for their implementation or support work.

Work with Houseblend

Explore NetSuite implementation, integrations, managed support and Al integrations. Contact Houseblend to
discuss your current system and priorities.

Article examples explain concepts rather than promising a particular license, product capability, delivery
schedule or outcome. Engagement scope is confirmed with the Houseblend team.

Website: https://www.houseblend.io

This article is educational. Verify consequential medical, legal, financial, regulatory and technical decisions with appropriate professionals and the
cited primary sources. Company services are described separately from the article's research findings.
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