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NetSuite Inc.
2955 Campus Drive
Suite 100
San Mateo, CA 94403-2511
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held May 19, 2009
Dear Stockholders:

You are cordially invited to attend our 2009 Annual Meeting of Stockholders to be held on Tuesday, May 19, 2009 at 9:30 a.m., local time, at
The Westin Hotel, 1 Old Bayshore Highway, Millbrae, California 94030. We are holding the meeting to:

1. Elect one Class II director, Evan Goldberg, to serve for a term of three years and until his successor is duly elected and qualified,
subject to his earlier death, resignation or removal;

2. Ratify the appointment of KPMG LLP as our independent registered public accounting firm for the fiscal year ending December 31,
2009;

3. Approve a stock option exchange program that will permit our eligible employees to exchange certain outstanding stock options for
restricted stock units, except that executive officers will receive options with a lower exercise price rather than restricted stock units;
and

4.  Transact such other business as may properly come before the meeting or at any and all adjournments, continuations or
postponements thereof.
If you owned our common stock at the close of business on March 27, 2009, you may attend and vote at the meeting. A list of stockholders
eligible to vote at the meeting will be available for review during our regular business hours at our headquarters in San Mateo, California for the
ten days prior to the meeting for any purpose related to the meeting. This notice, the Proxy Statement and the Annual Report are first being
mailed to stockholders on or about , 2009.

Your vote is important. Whether or not you plan to attend the meeting, I hope that you will vote as soon as possible. You may vote your shares
via a toll-free telephone number or over the Internet. You may also submit your proxy card or voting instruction card for the meeting by
completing, signing, dating and returning your proxy card or voting instruction card in the envelope provided. Any stockholder of record
attending the meeting may vote in person, even if you have already returned a proxy card or voting instruction card.

Thank you for your ongoing support of NetSuite. We look forward to seeing you at our Annual Meeting.

Sincerely,

Douglas P. Solomon
SVP, General Counsel and Secretary
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, 2009
San Mateo, California

ALL STOCKHOLDERS ARE INVITED TO ATTEND THE MEETING IN PERSON. WHETHER OR NOT YOU EXPECT TO
ATTEND THE MEETING, PLEASE VOTE AS PROMPTLY AS POSSIBLE IN ORDER TO ENSURE YOUR REPRESENTATION
AT THE MEETING. PLEASE NOTE THAT IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER
NOMINEE AND YOU WISH TO VOTE AT THE MEETING, YOU MUST OBTAIN FROM THE RECORD HOLDER A PROXY
ISSUED IN YOUR NAME.
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NetSuite Inc.
2955 Campus Drive
Suite 100
San Mateo, CA 94403-2511
GENERAL INFORMATION

Our board of directors is soliciting proxies for our 2009 Annual Meeting of Stockholders to be held on Tuesday, May 19, 2009 at 9:30 a.m. local
time at The Westin Hotel, 1 Old Bayshore Highway, Millbrae, California 94030. Our principal executive offices are located at 2955 Campus
Drive, Suite 100, San Mateo, CA 94403-2511.

The proxy materials, including this proxy statement, proxy card or voting instruction card and our 2008 Annual Report on Form 10-K are first
being distributed to stockholders and made available on our website at www.netsuite.com under the headings on or about ,
2009. This proxy statement contains important information for you to consider when deciding how to vote on the matters brought before the
meeting. Please read it carefully.

QUESTIONS AND ANSWERS
What is included in these materials and posted on our website?

These materials include:

Our proxy statement for the Annual Meeting including the proxy card for the Annual Meeting; and

Our 2008 Annual Report on Form 10-K, which includes our audited consolidated financial statements for the fiscal year ended
December 31, 2008.
What items will be voted on at the Annual Meeting?

There are three items that will be voted on at the Annual Meeting:

1. The election of one Class II director;

2. The ratification of the appointment of KPMG LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2009; and

3. The approval of a stock option exchange program that will permit our eligible employees to exchange certain outstanding stock
options for restricted stock units, except that executive officers will receive options with a lower exercise price rather than restricted
stock units.

What are our Board of Directors voting recommendations?

Our board recommends that you vote your shares FOR the nominee to the board, FOR the ratification of the appointment of KPMG LLP, and
FOR the approval of the stock option exchange program.
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Who may vote at the Annual Meeting?

If you owned NetSuite s common stock at the close of business on March 27, 2009 (the Record Date ), then you may attend and vote at the
meeting. At the close of business on the Record Date, we had  shares of
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common stock issued and outstanding, all of which are entitled to vote with respect to all matters to be acted upon at the Annual Meeting. Each
stockholder of record is entitled to one vote for each share of common stock held by such stockholder.

What is the difference between holding shares as a stockholder of record and as a beneficial owner of shares held in street name?

Stockholder of Record. If your shares are registered directly in your name with our transfer agent, Wells Fargo, you are considered the
stockholder of record with respect to those shares, and the proxy materials were sent directly to you by NetSuite.

Beneficial Owner of Shares Held in Street Name. If your shares are held in an account at a brokerage firm, bank, broker-dealer, or other
similar organization, then you are the beneficial owner of shares held in street name, and the proxy materials were forwarded to you by that
organization. The organization holding your account is considered the stockholder of record for purposes of voting at the Annual Meeting. As a
beneficial owner, you have the right to direct that organization on how to vote the shares held in your account.

What is the quorum requirement for the Annual Meeting?

A majority of NetSuite s outstanding shares on the Record Date must be present at the meeting in order to hold the meeting and conduct business.
This is called a quorum. Your shares will be counted for purposes of determining if there is a quorum, whether representing votes for, against,
withheld or abstained, or broker non-votes, if you:

Are present and vote in person at the meeting; or

Have voted on the Internet, by telephone or by properly submitting a proxy card or voting instruction form by mail.
As long as the shares held by our majority stockholder, NetSuite Restricted Holdings LL.C, are present in person or by proxy, we will have a
quorum at the meeting.

If I am a stockholder of record of NetSuite s shares, how do I vote?
If you are a stockholder of record, you may vote in person at the Annual Meeting. We will give you a ballot when you arrive.

If you do not wish to vote in person or if you will not be attending the Annual Meeting, you may vote by proxy. You can vote by proxy over the
Internet, by mail or by telephone by following the instructions provided in the proxy materials.

If I am a beneficial owner of shares held in street name, how do I vote?

If you are a beneficial owner of shares held in street name and you wish to vote in person at the Annual Meeting, you must obtain a valid proxy
from the organization that holds your shares.

If you do not wish to vote in person or you will not be attending the Annual Meeting, you may vote by proxy. You may vote by proxy over the
Internet, by mail or by telephone by following the instructions provided in the proxy materials.

What happens if I do not give specific voting instructions?

Stockholders of Record. If you are a stockholder of record and you:

Indicate when voting on the Internet or by telephone that you wish to vote as recommended by our board of directors; or
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If you sign and return a proxy card without giving specific voting instructions, then the proxy holders will vote your shares in the

manner recommended by our board on all matters presented in this proxy statement and as the proxy holders may determine in their

discretion with respect to any other matters properly presented for a vote at the meeting.
Beneficial Owners of Shares Held in Street Name. If you are a beneficial owner of shares held in street name and do not provide the
organization that holds your shares with specific voting instructions, under the rules of various national and regional securities exchanges, the
organization that holds your shares may generally vote on routine matters but cannot vote on non-routine matters. If the organization that holds
your shares does not receive instructions from you on how to vote your shares on a non-routine matter, the organization that holds your shares
will inform our Inspector of Election that it does not have the authority to vote on this matter with respect to your shares. This is generally
referred to as a broker non-vote. When our Inspector of Election tabulates the votes for any particular matter, broker non-votes will be counted
for purposes of determining whether a quorum is present, but will not otherwise be counted. We encourage you to provide voting instructions to
the organization that holds your shares by carefully following the instructions provided in the proxy materials.

Which ballot measures are considered routine or non-routine ?

Both Proposal 1 (election of director) and Proposal 2 (approval of auditors) involve matters that we believe will be considered routine. Proposal
3 (approval of stock option exchange program) involves a matter that we believe will be considered non-routine.

How are abstentions treated?

Abstentions are counted for purposes of determining whether a quorum is present. For the purpose of determining whether the stockholders have
approved a matter, abstentions are treated as represented and entitled to vote and, therefore, have the same effect on the outcome of a matter

being voted on at the Annual Meeting as a vote  AGAINST or WITHHELD except in elections of directors where abstentions have no effect on
the outcome.

What is the voting requirement to approve each of the proposals?

The following table sets forth the voting requirement with respect to each of the proposals:

Proposal 1 Election of director The director must be elected by a plurality of the votes cast, meaning that the
nominee receiving the most FOR votes (among votes properly cast in person or by
proxy) will be elected. Only votes FOR will affect the outcome. Withheld votes or
broker non-votes will not affect the outcome of the vote.

Proposal 2 Ratification of appointment of independent ~ To be approved by our stockholders, a majority of the shares represented and entitled

registered public accounting firm; and Proposal to vote at the Annual Meeting must vote FOR these proposals. Broker non-votes are
3 Approval of stock option exchange program not considered entitled to vote and, thus, will have no effect on the outcome of the
vote.

Can I change my vote after I have voted?

You may revoke your proxy and change your vote at any time before the final vote at the meeting. You may vote again on a later date on the
Internet or by telephone (only your latest Internet or telephone proxy submitted prior to the meeting will be counted), or by signing and returning
a new proxy card with a later date, or by attending the meeting and voting in person. However, your attendance at the Annual Meeting will not
automatically revoke your proxy unless you vote again at the meeting or specifically request in writing that your prior proxy be revoked.
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Is my vote confidential?

Proxy instructions, ballots and voting tabulations that identify individual stockholders are handled in a manner that protects your voting privacy.
Your vote will not be disclosed either within NetSuite or to third parties, except:

As necessary to meet applicable legal requirements;

To allow for the tabulation and certification of votes; or

To facilitate a successful proxy solicitation.
Occasionally, stockholders provide written comments on their proxy cards, which may be forwarded to management and our board of directors.

Who will serve as Inspector of Elections?
The inspector of elections will be a representative from Wells Fargo Shareholder Services.
Where can I find the voting results of the Annual Meeting?

The preliminary voting results will be announced at the Annual Meeting. The final voting results will be tallied by the Inspector of Elections and
published in our Quarterly Report on Form 10-Q for the second quarter of 2009.

Who is paying for the cost of this proxy solicitation?

NetSuite is paying the costs of the solicitation of proxies. We will pay brokerage firms and other persons representing beneficial owners of
shares held in street name certain fees associated with:

Forwarding printed proxy materials by mail to stockholders of record and beneficial owners; and

Obtaining beneficial owners voting instructions.
We may also retain a proxy solicitor and estimate that fees for such solicitor will be approximately $8,500. Our board members, officers and
employees may solicit proxies on our behalf, without additional compensation, personally or by telephone. We may also solicit proxies by email
from stockholders who are our employees or who previously requested to receive proxy materials electronically.

How will our majority stockholder vote its shares on these matters?

NetSuite Restricted Holdings LL.C, or the LL.C, holds 31,964,891 shares of our common stock. As of March 27, 2009, those shares represented
approximately % of our outstanding stock. The LLC is a limited liability company beneficially owned by Lawrence J. Ellison, and was formed
for the limited purpose of holding the NetSuite shares, voting the shares as described below, and funding charitable gifts as and when directed by
Mr. Ellison. The LLC is managed solely by an unrelated third party.

The Operating Agreement for the LLC contains provisions regarding the voting of our shares that are designed to neutralize the voting power of
the shares of our stock held by the LLC, and that require that all the shares held by the LLC that are entitled to be voted at any meeting of our
stockholders will be present and voted at such meeting, except as described below. These provisions require the shares held by the LLC to be
voted on each matter presented in strict proportion (for, against, withheld, and/or abstain) to the votes collectively cast by all of our other voting
stockholders who are present and voting, other than shares beneficially owned by Mr. Ellison or members of his family, shares owned by trusts
created for the benefit of Mr. Ellison s family members, and shares beneficially owned by any person or group that makes (or under applicable
law is required to make) a filing on Schedule 13D with the SEC. These voting provisions apply to all matters brought before our stockholders,

Table of Contents 11



Edgar Filing: NETSUITE INC - Form PRE 14A

except transactions involving a change of control, dissolution, sale of substantially all the assets, or a liquidation of NetSuite, in which case the
shares held by the LLC will be voted as directed by Mr. Ellison.
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How can stockholders submit a proposal for inclusion in our proxy statement for the 2010 Annual Meeting?

To be included in our proxy statement for the 2010 Annual Meeting, stockholder proposals must comply with the requirements of Rule 14a-8
under the Securities Exchange Act of 1934 and be received by our Secretary at our principal executive offices no later than December 14, 2009,
or no later than one hundred twenty (120) calendar days before the one-year anniversary of the date on which we first released our proxy
statement to stockholders in connection with this year s annual meeting of stockholders.

How can stockholders submit proposals to be raised at the 2010 Annual Meeting that will not be included in our proxy statement for the
2010 Annual Meeting?

To be raised at the 2010 Annual Meeting, stockholder proposals must comply with our Restated Bylaws. Under our Restated Bylaws, a
stockholder must give advance notice to our Secretary of any business, including nominations of candidates for election as directors for our
Board, that the stockholder wishes to raise at our Annual Meeting. To be timely, the notice must be delivered to or mailed and received by our
Secretary at our principal executive offices not later than the close of business on the 90th day, nor earlier than the close of business on the 120th
day, prior to the anniversary date of the immediately preceding annual meeting. Since our 2009 Annual Meeting is being held on May 19, 2009,
stockholder proposals must be received by our Secretary at our principal executive offices no earlier than January 19, 2010 and no later than
February 18, 2010, in order to be raised at our 2010 Annual Meeting.

What if the date of the 2010 Annual Meeting changes by more than 30 days from the anniversary of this year s Annual Meeting?

Under Rule 14a-8 of the Securities Exchange Act of 1934, as amended, if the date of the 2010 Annual Meeting changes by more than 30 days
from the anniversary of this year s Annual Meeting, to be included in our proxy statement, stockholder proposals must be received by us within a
reasonable time before our solicitation is made.

Under our Restated Bylaws, if the date of the 2010 Annual Meeting changes by more than 30 days from the anniversary of this year s Annual
Meeting, stockholder proposals to be brought before the 2010 Annual Meeting must be received not later than the close of business on the tenth
(10th) day following the day on which such notice of the date of the meeting was mailed or public disclosure of the date of the meeting was
made, whichever occurs first.

Does a stockholder proposal require specific information?

With respect to a stockholder s nomination of a candidate for our board, the stockholder notice to the Secretary must contain certain information
as set forth in our Restated Bylaws about both the nominee and the stockholder making the nomination. With respect to any other business that
the stockholder proposes, the stockholder notice must contain a brief description of such business and the reasons for conducting such business
at the meeting, as well as certain other information as set forth in our Restated Bylaws. If you wish to bring a stockholder proposal or nominate a
candidate for director, you are advised to review our Restated Bylaws, which contain additional requirements about advance notice of
stockholder proposals and director nominations. Our current Restated Bylaws may be found on our corporate website at www.netsuite.com under
the headings Investors/Corporate Governance.

What happens if we receive a stockholder proposal that is not in compliance with the time frames described above?

If we receive notice of a matter to come before the 2010 Annual Meeting that is not in accordance with the deadlines described above, we will
use our discretion in determining whether or not to bring such matter before the Annual Meeting. If such matter is brought before the Annual
Meeting, then our proxy card for such meeting will confer upon our proxy holders discretionary authority to vote on such matter.
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PROPOSAL 1
ELECTION OF DIRECTORS

Our board of directors currently consists of five directors and is divided into three classes, with the nominees for one class to be elected at each
annual meeting of stockholders, to hold office for a three-year term and until successors of such class have been elected and qualified, subject to
their earlier death, resignation or removal. The term of the Class II director is scheduled to expire on the date of the upcoming Annual Meeting.
We currently only have one Class II director due to the unexpected death on September 28, 2008 of Keith Grinstein, a member of our board of
directors until his death. Based on the recommendation of the nominating and governance committee of the board of directors, the board of
directors nominee for election by the stockholders is the current Class Il member of the board of directors, Evan Goldberg. If elected, the
nominee will serve as director until our annual meeting of stockholders in 2012 and until his successor is elected and qualified, subject to his
earlier death, resignation or removal.

The name and certain information about the nominee for election as a director and the continuing directors in each of the other two classes of our
board of directors are set forth below. There are no family relationships among any of our directors or executive officers.

It is intended that the proxy will be voted, unless otherwise indicated, for the election of the nominee as Class II director to the board of
directors. If the nominee, for any reason, should be unable or unwilling to serve at any time prior to the Annual Meeting, the proxies will be
voted for the election of such other person as a substitute nominee as our board of directors may designate in place of the nominee.

The candidate receiving the highest number of affirmative votes of the shares of our common stock entitled to vote at the Annual Meeting will
be elected director to serve until his or her successor has been duly elected and qualified, subject to his or her earlier death, resignation or
removal.

Nominee for Class II Director

The name and age as of March 31, 2009 of the nominee director, his position with us, the year in which he first became a director and certain
biographical information as of March 31, 2009 is set forth below:

Director
Name Age Positions and Offices Held with the Company Since
Evan Goldberg 42 Chief Technology Officer and Chairman of the Board 1998

Evan Goldberg co-founded our company and has been a member of our board of directors since October 1998 and Chairman of our board 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.
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Directors Not Standing for Election

The names and certain biographical information as of March 31, 2009 about the continuing members of our board of directors who are not
standing for election at this year s Annual Meeting are set forth below:

Class and
Year
in Which
Director Term
Name Age Positions and Offices Held with the Company Since Will Expire
William Beane III 47 Director 2007 Class 111 2010
Deborah Farrington 58 Director 2000 Class II1 2010
Zachary Nelson 47  President, Chief Executive Officer and Director 2002 Class12011
Kevin Thompson 43  Director 2006 Class 12011

William Beane III has been a member of our board of directors since January 2007. Since October 1997, Mr. Beane has served as Vice
President and General Manager of the Oakland Athletics, a major league baseball team. Mr. Beane also serves on the board of directors of
Easton-Bell Sports, Inc., a sporting goods manufacturer. He attended the University of California, San Diego.

Deborah Farrington has been a member of our board of directors since May 2000. Since May 1998, Ms. Farrington has served as a General
Partner of StarVest Partners, L.P., a venture capital firm, and, since April 2006, has served as President of StarVest Management, Inc., a
management company. Ms. Farrington also is a member of the board of directors and serves as the chair of the compensation committee of
Collectors Universe, Inc., a company that grades and authenticates collectible assets. She holds an A.B. from Smith College and a M.B.A. from
Harvard Business School.

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. From March 1996 to October 2001,

Mr. Nelson was employed by Network Associates, Inc. (now McAfee, Inc.), an enterprise security software company. While at Network
Associates, Mr. Nelson held positions including Chief Strategy Officer of Network Associates and President and CEO of MyCIO.com, a
subsidiary that provided on-demand software security services. From 1992 to 1996, he held various positions, including Vice President of
Worldwide Marketing, at Oracle Corporation, an enterprise software company. He holds B.S. and M.A. degrees from Stanford University.

Kevin Thompson has been a member of our board of directors since September 2006. Since January 2009, Mr. Thompson has been President,
Chief Operating Officer, Chief Financial Officer and Treasurer of Solarwinds, Inc., a network management software company. From May 2007
to January 2009, Mr. Thompson served as Chief Operating Officer, Chief Financial Officer and Treasurer of SolarWinds. Inc. and from July
2006 through May 2007, Mr. Thompson was Chief Financial Officer and Treasurer of Solarwinds, Inc. Mr. Thompson was Senior Vice
President and Chief Financial Officer at SAS Institute, a business intelligence software company, from September 2004 until November 2005.

Mr. Thompson served as Executive Vice President and Chief Financial Officer of Red Hat Inc., an enterprise software company, from October
2000 until August 2004. He holds a B.B.A. from the University of Oklahoma.

Vote Required and Board of Directors Recommendation

The director must be elected by a plurality of the votes cast, meaning that the nominee receiving the most FOR votes (among votes properly cast
in person or by proxy) will be elected.

RECOMMENDATION
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE

ELECTION OF THE BOARD S ONE NOMINEE IDENTIFIED ABOVE IN PROPOSAL NO. 1
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Our board of directors has an audit committee, a compensation committee and a nominating and governance committee, each of which has the
composition and responsibilities described below. The board of directors has also adopted a written charter for each of the three standing
committees: the audit committee, the compensation committee and the nominating and governance committee. Each committee charter is
available on our corporate website at www.netsuite.com under the headings Investors/Corporate Governance, or in print by contacting Investor
Relations at our principal executive offices.

Audit Committee

Our audit committee is comprised of Deborah Farrington and Kevin Thompson, each of whom is a non-employee member of our board of
directors. Mr. Thompson is the chairperson of our audit committee. Our board of directors has determined that each member of our audit
committee meets the requirements for independence and financial literacy, and that each qualifies as an audit committee financial expert, under
the applicable requirements of the New York Stock Exchange and SEC rules and regulations.

On December 22, 2008, we notified the New York Stock Exchange (the NYSE ) that due to the unexpected death on September 28, 2008 of
Keith Grinstein, a member of our board of directors and our audit committee, we would fail to satisfy Section 303A.07(a) ( Section 303A.07(a) )
of the NYSE Listed Company Manual (the Listed Company Manual ) effective December 22, 2008. Mr. Grinstein s death reduced the number of
directors serving on our audit committee to two members. Section 303A.07(a) requires each NYSE-listed company to have a minimum of three
members on its audit committee. However, the NYSE allows a transition period of one year from the listing of an issuer s securities in connection
with its initial public offering to comply with this rule (the One Year Transition Period ). We were listed on the NYSE in connection with our
initial public offering on December 20, 2007 and fell out of compliance with Section 303A.07(a) on December 22, 2008.

In addition to the One Year Transition Period, the NYSE also provides that if a listed company s noncompliance with the NYSE s corporate
governance standards results from the death or illness of a director, the issuer will not be added to the NYSE s list of issuers that are
noncompliant with the NYSE s quantitative and corporate governance listing standards (the NYSE Noncompliance List ) until six months after
the event rendering the company noncompliant. Therefore, we have until March 30, 2009 to appoint a third member to our audit committee
before we will be placed on the NYSE Noncompliance List. We are in the process of finalizing the selection and appointment of a new audit
committee member in order to comply with NYSE requirements.

The audit committee is responsible for, among other things:

selecting and hiring our independent auditors, and approving the audit and non-audit services to be performed by our independent
auditors;

evaluating the qualifications, performance and independence of our independent auditors;

monitoring the integrity of our financial statements and our compliance with legal and regulatory requirements as they relate to
financial statements or accounting matters;

reviewing the adequacy and effectiveness of our internal control policies and procedures;

discussing the scope and results of the audit with the independent auditors and reviewing with management and the independent
auditors our interim and year-end operating results;

preparing the audit committee report that the SEC requires in our annual proxy statement; and
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reviewing and approving in advance any proposed related party transactions.
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Compensation Committee

Our compensation committee is comprised of Deborah Farrington and Kevin Thompson, each of whom is a non-employee member of our board
of directors. Ms. Farrington is the chairperson of our compensation committee. Keith Grinstein was a member of our compensation committee
until his unexpected death on September 28, 2008. Our board of directors has determined that each member of our compensation committee
meets the requirements for independence under the current requirements of the New York Stock Exchange. The compensation committee is
responsible for, among other things:

reviewing and approving for our executive officers: annual base salaries, annual incentive bonuses, including the specific goals and
amount, equity compensation, employment agreements, severance arrangements and change in control arrangements, and any other
benefits, compensation or arrangements;

reviewing the succession planning for our executive officers;

overseeing compensation goals and bonus and stock compensation criteria for our employees;

reviewing and recommending compensation programs for outside directors;

preparing the compensation discussion and analysis and compensation committee report that the SEC requires in our annual proxy
statement; and

administering, reviewing and making recommendations with respect to our equity compensation plans.
Nominating and Governance Committee

Our nominating and governance committee is comprised of Deborah Farrington and Kevin Thompson, each of whom is a non-employee
member of our board of directors. Ms. Farrington became the chairperson of our nominating and governance committee on October 10, 2008
due to the unexpected death of Keith Grinstein on September 28, 2008. Our board of directors has determined that each member of our
nominating and governance committee satisfies the requirements for independence under the rules of the New York Stock Exchange. The
nominating and governance committee is responsible for, among other things:

assisting our board of directors in identifying prospective director nominees and recommending nominees for each annual meeting of
stockholders to the board of directors;

reviewing developments in corporate governance practices and developing and recommending governance principles applicable to
our board of directors;

overseeing the evaluation of our board of directors and management;

recommending members for each board committee to our board of directors; and
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reviewing and monitoring our code of ethics.
Board Meetings and Attendance

The board held 11 meetings during the year ended December 31, 2008. Each director attended at least 75% of the aggregate number of the
meetings of the board and of the committees on which he or she served during the period for which he or she was a director or committee
member, respectively. The following table sets forth the standing committees of the board, the number of meetings held by each committee in
2008 and the membership of each committee during the year ended December 31, 2008. Messrs. Nelson, Goldberg and Beane are omitted from
the table below as they were not members of any of the standing committees of the board.

Name

Keith Grinstein®®
Deborah Farrington®
Kevin Thompson

Number of Meetings held in 2008
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Chair

7

Compensation
Member
Chair
Member

10

Nominating &
Governance
Chair
Member/Chair
Member

6

19



Edgar Filing: NETSUITE INC - Form PRE 14A

Table of Conten

(1) Mr. Grinstein ceased being a member of our audit and compensation committees and ceased being a member and the Chairperson
of our nominating and governance committee due to his unexpected death on September 28, 2008.

(2) Ms. Farrington was appointed as the Chairperson of the nominating and governance committee on October 10, 2008.
Director Attendance at Annual Stockholder Meetings

Directors are encouraged, but not required, to attend our Annual Stockholder Meeting. Each of our directors attended the 2008 Annual Meeting
of Stockholders.

Corporate Governance
Board Independence and Lead Independent Director

Our board of directors has undertaken a review of the independence of the directors and considered whether any director had a material
relationship with us that could compromise his or her ability to exercise independent judgment in carrying out his or her responsibilities. As a
result of this review, our board of directors determined that William Beane I1I, Deborah Farrington and Kevin Thompson, representing three of
our five directors, are independent directors as defined under the rules of the New York Stock Exchange, constituting a majority of independent
directors of our board of directors as required by the rules of the New York Stock Exchange.

In February 2008, upon the recommendation of the nominating and governance committee, the board appointed Deborah Farrington to be the
lead independent director. The lead independent director is responsible for coordinating the activities of the independent directors, chairing
executive sessions of the independent directors, reviewing and overseeing of the board agenda and leading the board in connection with matters
that require a leader other than the chairman.

Executive Sessions

Executive sessions of independent directors are generally held in connection with each regularly scheduled in person board of directors meeting
and at other times as necessary. The board of directors policy is to hold executive sessions without the presence of management, including the
chief executive officer and other non-independent directors. The audit committee and the compensation committee of the board of directors also
generally meet in executive session at least on a quarterly basis and the nominating and governance committee on at least an annual basis and at
other times as necessary.

Corporate Governance Guidelines and Code of Ethics

We and our board of directors regularly review and evaluate our corporate governance practices. The board of directors has adopted corporate
governance guidelines that address the composition of and policies applicable to the board of directors. Our board of directors has adopted a

code of ethics for our principal executive and senior financial officers. The code applies to our principal executive officer, principal financial
officer, principal accounting officer or controller, or persons performing similar functions. Any substantive amendments to or waivers of the

code of ethics relating to the executive officers or directors of the Company will be disclosed promptly on our website. Our corporate

governance guidelines and our code of ethics are available on our corporate website at www.netsuite.com under the headings Investors/Corporate
Governance or in print by contacting Investor Relations at our principal executive offices.

Whistleblower Procedures

In accordance with the Sarbanes-Oxley Act of 2002, we have established procedures for the receipt, retention and treatment of complaints
regarding accounting, internal accounting controls or auditing matters and

10
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for the confidential, anonymous submission by our employees of concerns regarding accounting or auditing matters. If an employee has a
concern regarding questionable accounting, internal accounting controls or auditing matters, or the reporting of fraudulent financial information,
our employees may report their concern by sending a letter (which may be anonymous at the discretion of the reporting person), to us at our
principal executive offices to the attention of the SVP and General Counsel or if such employee is uncomfortable reporting to the SVP and
General Counsel to the attention of the Chairman of the Audit Committee. Employees may also report their concerns by telephone or online
(which may be anonymous at the discretion of the reporting person) by using our ethics reporting system available on our Intranet website.

Director Nomination Procedures

The nominating and governance committee will consider director candidates recommended by stockholders. In considering candidates submitted
by stockholders, the nominating and governance committee will take into consideration the needs of the board and the qualifications of the
candidate. The nominating and governance committee may also take into consideration the number of shares held by the recommending
stockholder and the length of time that such shares have been held. To have a candidate considered by the nominating and governance
committee, a stockholder must submit the recommendation in writing and must include the following information:

the name of the stockholder and evidence of the person s ownership of our stock, including the number of shares owned and the
length of time of ownership;

the name of the candidate, the candidate s resume or a listing of his or her qualifications to be a director of the Company; and

the written consent of the proposed candidate to be named as a nominee and to serve as a director if elected.
The stockholder recommendation and information described above must be sent to the corporate secretary at our principal executive offices and
must be received by the corporate secretary not less than 90 days or more than 120 days prior to the anniversary date of our most recent annual
meeting of stockholders.

The nominating and governance committee believes that the minimum qualifications for serving as a director are that a nominee demonstrate, by
significant accomplishment in his or her field, an ability to make a meaningful contribution to the board s oversight of the business and affairs of
NetSuite and have an impeccable record and reputation for honest and ethical conduct in both his or her professional and personal activities. In
addition, the nominating and governance committee examines a candidate s specific experiences and skills, relevant industry background and
knowledge, time availability in light of other commitments, potential conflicts of interest, interpersonal skills and compatibility with the board,
ability to complement the competency and skills of the other board members and independence from management and the Company. The
nominating and governance committee also seeks to have the board represent a diversity of backgrounds and experience.

The nominating and governance committee identifies potential nominees through independent research and through consultation with current
directors and executive officers and other professional colleagues. The nominating and governance committee looks for persons meeting the
criteria above, and takes note of individuals who have had a change in circumstances that might make them available to serve on the board. The
nominating and governance committee also, from time to time, in its discretion, may engage firms that specialize in identifying director
candidates. As described above, the nominating and governance committee will also consider candidates recommended by stockholders.

Once a person has been identified by the nominating and governance committee as a potential candidate, the committee may collect and review
publicly available information regarding the person to assess whether the person should be considered further. If the nominating and governance
committee determines that the candidate

11
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warrants further consideration by the committee, the chairman or another member of the committee would contact the person. Generally, if the
person expresses a willingness to be considered and to serve on the board, the nominating and governance committee requests information from
the candidate, reviews the person s accomplishments and qualifications, including in light of any other candidates that the committee might be
considering. The nominating and governance committee may also conduct one or more interviews with the candidate, either in person,
telephonically or both. In certain instances, nominating and governance committee members or other board members may request a background
check, may contact one or more references provided by the candidate or may contact other members of the business community or other persons
that may have greater first-hand knowledge of the candidate s accomplishments. The nominating and governance committee s evaluation process
does not vary based on whether or not a candidate is recommended by a stockholder, although, as stated above, the committee may take into
consideration the number of shares held by the recommending stockholder and the length of time that such shares have been held.

Communications with Directors

Our board encourages stockholders or other interested parties who are interested in communicating directly with our independent directors as a
group to do so by writing to the independent directors in care of our Corporate Secretary. Stockholders and interested parties may each send
communications by mail to: Secretary, NetSuite Inc., 2955 Campus Drive, Suite 100, San Mateo, CA 94403-2511. Interested party
correspondence received addressed to our independent directors will be reviewed by our Corporate Secretary or his or her designee, who will
forward to our independent directors all correspondence that, in the opinion of our Corporate Secretary, deals with the functions of the board or
committees thereof or that our Corporate Secretary otherwise determines is appropriate to be sent to them.

12
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

On the recommendation of the audit committee, the board of directors has appointed KPMG LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2009. The board of directors recommends that stockholders vote for ratification of such
appointment. In the event of a negative vote on such ratification, the board of directors will reconsider its selection, though a change will not
necessarily be made. Even if the appointment is ratified, the audit committee may, in its discretion, direct the appointment of a different
independent registered accounting firm at any time during the year if the audit committee determines that such a change would be in our
stockholders best interests.

In January 2007, we and Deloitte & Touche LLP, or Deloitte, our independent auditors at the time, mutually agreed to terminate Deloitte s
engagement to audit our financial statements because Deloitte would not qualify as an independent accounting firm for us once we became a
public company. Therefore, in January 2007, we engaged KPMG LLP as our new independent registered public accounting firm for the fiscal
years ended December 31, 2004, 2005 and 2006. Our board of directors authorized the dismissal of Deloitte and the engagement of KPMG.
Deloitte did not issue any audit reports on our financial statements for the years ended December 31, 2005 and 2006.

KPMG LLP has audited our financial statements for the period beginning from December 31, 2004 to the fiscal year ended December 31, 2008.
We expect representatives of KPMG LLP to be present at the Annual Meeting and available to respond to appropriate questions. They will also
have the opportunity to make a statement if they desire to do so.

Audit and Non-Audit Fees

The following table sets forth fees billed for professional audit services and other services rendered to us by KPMG LLP during the fiscal years
ended December 31, 2008 and 2007:

Fiscal

2008 Fiscal 2007
Audit Fees® $ 1,527,065 $ 3,720,506
Audit-Related Fees® 158,510
Tax Fees
All Other Fees
Total $ 1,685,575 $ 3,720,506

(1) Includes $131,472 for fees associated with services rendered related to our initial public offering.

(2) Includes (i) $1,151,534 for fees associated with performing audit services for the fiscal years ended December 31, 2004, 2005 and 2006 in
anticipation of our initial public offering, (ii) $1,641,393 for fees associated with services rendered related to our initial public offering,
(iii) $713,820 for fees associated with performing audit services for the fiscal year ended December 31, 2007, and (iv) $49,551 for
out-of-pocket expenses.

(3) Audit Fees include fees for professional services rendered in connection with the audit of our annual financial statements included in our
Form 10-K, the reviews of the financial statements included in our Form 10-Q, attestation-related services in connection with Section 404
of SOX and services that are normally provided by KPMG in connection with statutory and regulatory filings or engagements for those
fiscal years.
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(4) Audit-Related Fees consist of fees for assurance and related services that are reasonably related to the performance of the audit or review
of our financial statements. For 2008, these services included accounting assistance in connection with the acquisition of OpenAir, Inc. in
June 2008.

Policy on Pre-Approval of Audit and Non-Audit Services

It is the policy of our audit committee to pre-approve all audit and permissible non-audit services to be performed by KPMG. Our audit

committee pre-approves services by authorizing either generally or specifically projects within the categories outlined above, subject to budgeted

amounts. To ensure prompt handling of unexpected matters, the audit committee delegates to the chair of the audit committee the authority to

address any requests for pre-approval of services between audit committee meetings; provided, however, that such additional or amended

services may not affect KPMG s independence under applicable SEC rules. Any such pre-approval decisions that are made by the chair of the

audit committee must be reported to the audit committee at its next scheduled meeting.

All KPMG LLP services and fees in fiscal 2008 were pre-approved by the audit committee.

Vote Required and Board of Directors Recommendation

The affirmative vote of a majority of the outstanding shares of common stock present in person or represented by proxy and entitled to vote at
the Annual Meeting is required to ratify the appointment of KPMG LLP as our independent registered public accounting firm.

RECOMMENDATION
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFICATION OF THE

APPOINTMENT OF KPMG LLP AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM.
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PROPOSAL 3
APPROVAL OF STOCK OPTION EXCHANGE PROGRAM

This is a proposal to approve a stock option exchange program. On March 18, 2009, our board of directors authorized, subject to stockholder
approval, a stock option exchange program (the exchange program ) that will permit our eligible employees to exchange certain outstanding
stock options (the options eligible for the exchange program are referred to here as eligible options ) with an exercise price greater than or equal
to 120% of the closing price of our common stock approximately one week before May 20, 2009, the anticipated launch date of the exchange
program. Our intent in using this threshold is to ensure that only outstanding stock options that are substantially underwater (meaning the
exercise prices of the options are greater than our current stock price) are eligible for the exchange program. We intend to exchange underwater
options for restricted stock units for employees, except that employees who are executive officers, as determined on the date of the launch of the
stock option exchange program, will receive new options instead of restricted stock units. As of February 28, 2009, the executive officers are
Zachary Nelson (President and Chief Executive Officer), Evan M. Goldberg (Founder, Chief Technology Officer and Chairman of the Board),
James McGeever (Chief Financial Officer), Timothy Dilley (Executive Vice President, Worldwide Services and Chief Customer Officer), James
Ramsey (Senior Vice President, Worldwide Sales and Distribution) and Doug Solomon (Senior Vice President, General Counsel and Secretary)
(collectively, the Executive Officers ). The non-employee members of our board of directors will not be eligible to participate in the exchange
program.

Reasons for conducting the exchange program

The Company wants to implement an exchange program to restore the retention and incentive benefits of our equity awards. The exchange
program also will better align the value associated with the compensation expense the Company has booked and will continue to book in the
future for these awards.

Our stock price, like that of many other companies in the technology industry, has declined significantly in the past year. We and other
business-to-business companies have been impacted by the downturn in business spending and declining consumer confidence, as well as other
macro-economic factors. We believe the decline in our stock price, and similar declines in the stock prices of our peer companies reflect investor
concerns over the weakening economy.

As a result of these factors, many of our employees hold options that are substantially underwater. These underwater options do not currently
provide meaningful retention and incentive value to our employees and thus, do not enhance long-term stockholder value. We believe the
exchange program would provide employees a meaningful incentive that is directly aligned with the interest of our stockholders and would
restore the lost retention value of the equity compensation of such employees.

Thus, for a number of reasons, we believe the exchange program is an important component in our strategy to align employee and stockholder
interests through our equity compensation practices. We believe that the exchange program is important because it will permit us to:

provide renewed incentives for the employees who participate in the exchange program by issuing them new equity awards that will
vest over a period of time following the exchange if they remain employed with us. Providing renewed incentives to our employees
is the primary purpose of the exchange program and we believe the exchange program will enable us to enhance long-term
stockholder value by aligning the interests of our employees more fully with the interests of our stockholders;

meaningfully reduce our total number of shares subject to outstanding equity awards, or overhang, represented by outstanding
options that have high exercise prices and may no longer incentivize their holders to remain as our employees. Keeping these options
outstanding does not serve the interests of our stockholders and does not provide the benefits intended by our equity compensation
program. By replacing the surrendered options with a lesser number of new awards, our overhang will be decreased.

15
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The overhang represented by the restricted stock units and options issued pursuant to the exchange program will reflect an
appropriate balance between the Company s goals for its equity compensation program and our interest in minimizing our overhang
and the dilution of our stockholders interests; and

recapture value from compensation costs that we already are incurring with respect to outstanding options. These options were
granted at the then fair market value of our common stock. Under applicable accounting rules, we will have to recognize
approximately $28.8 million in compensation expense related to these options, $13.8 million of which has already been expensed as
of February 28, 2009 and $15.0 million of which we will continue to be obligated to expense, even if these options are never
exercised because the majority remain underwater. As of February 28, 2009, the fair value associated with outstanding underwater
options granted during and after April 2007 (other than those granted to the members of our board of directors) was approximately
$10.8 million. We believe it is not an efficient use of the Company s resources to recognize compensation expense on awards that do
not provide value to our employees. By replacing options that have little or no retention or incentive value with equity awards that
will provide both retention and incentive value, the Company will be making efficient use of its resources.
The exchange program will take place if and only if the exchange program is approved by our stockholders. If our stockholders do not
approve the exchange program, eligible options would remain outstanding and in effect in accordance with their existing terms. We
would continue to recognize compensation expense for these eligible options even though the options may have little or no retention or
incentive value.

Eligibility of options for the exchange program

Eligible options will include outstanding options with an exercise price per share greater than or equal to 120% of the closing price of our
common stock approximately one week before the launch of the exchange program. As of December 31, 2008, options to purchase
approximately 8,223,664 shares of our common stock were outstanding under both of our equity incentive plans. For example, if we were to
start the exchange program on December 31, 2008, our common stock closed at $8.44 and all options with an exercise price of $10.13 or above
would be eligible for the exchange. On December 31, 2008, the number of shares underlying eligible options with an exercise price of $10.13 or
higher was 3,286,877.

Alternatives to the exchange program

In considering how best to continue to motivate, retain and reward our employees who have options that are underwater, we evaluated several
alternatives, including the following:

Increase Cash Compensation. To replace the intended benefits of equity incentives, we would need to substantially increase cash
compensation. These increases would substantially increase our compensation expense and reduce our cash position and cash flow
from operations. In addition, these increases would not reduce our overhang.

Grant Additional Equity Awards. We also considered granting employees additional equity at current market prices. However, these
additional grants would substantially increase our equity award overhang and the potential dilution to our stockholders and would
increase our compensation expense accordingly.
We determined that a program under which employees could exchange eligible options for a lesser number of restricted stock units or options
was most attractive for a number of reasons, including the following:

Reasonable, Balanced Incentives. Under the exchange program, participating employees will surrender underwater eligible options
for a lesser number of restricted stock units or options with new vesting requirements. We believe the grant of a lesser number of
equity awards is a reasonable and balanced exchange for the eligible options.

16

Table of Contents 27



Edgar Filing: NETSUITE INC - Form PRE 14A

T

nien

Restore Retention and Motivation Incentives. Many companies, especially those in the technology industry, have long used equity
awards as a means of attracting, motivating and retaining their best employees, while aligning those employees interests with those
of the stockholders. We continue to believe that equity awards are an important component of our employees total compensation, and
that replacing this component with additional cash compensation to remain competitive could have a material adverse effect on the
Company s financial position and cash flow from operations. We also believe that in order to have the desired impact on employee
motivation and retention, our employee options should be exercisable near the current price of our common stock. The failure to
address the underwater option issue in the near to medium term will make it more difficult for us to retain our key employees. If we
cannot retain these employees, our ability to compete with other companies in our industry could be jeopardized, which could
adversely affect our business, results of operations and future stock price.

Overhang Reduction. Not only do the underwater options have little or no retention value, they cannot be removed from our equity
award overhang until they are exercised, or are canceled due to expiration or the employee s termination. Underwater options also
continue to have considerable compensation expense. The exchange program will reduce our overhang while eliminating the
ineffective eligible options that are currently outstanding. Under the proposed exchange program, participating employees will
receive equity awards covering a lesser number of shares than the number of shares covered by the surrendered options. Because
participating employees will receive a lesser number of restricted stock units or options in exchange for their eligible options, the
number of shares of stock subject to all outstanding equity awards will be reduced, thereby reducing our overhang.

Reduced Pressure for Additional Grants. If we are unable to conduct a program in which underwater options with low incentive
value may be exchanged for a lesser number of restricted stock units or options with higher incentive value, we may be forced to
issue additional restricted stock units or options to our employees at current market prices in order to provide our employees with
renewed incentive value. Any such additional grants would increase our overhang as well as our compensation expense, and would
also more quickly exhaust our current pool of shares available for future grant.

Conservation of Equity Pool. Under the exchange program, options originally granted under the 1999 Stock Plan and surrendered in
exchange for a lesser number of restricted stock units will return to the pool of shares available for future grant under our 2007
Equity Incentive Plan. This return of shares will constitute an efficient use of the shares available for future issuance as well as
reduce our overhang. In addition, in order to have a meaningful return of shares to our pool reserve and to maximize retention
incentives, we believe our Executive Officers should also be permitted to participate in the exchange program due to the large
number, and deeply underwater nature, of options held by the Executive Officers.

Commencement of the exchange program

If approved by stockholders at our annual meeting on May 19, 2009, we intend to commence the exchange program on May 20, 2009. The
commencement date may be delayed for legal, tax, accounting or administrative reasons, among others, and will be determined at the discretion
of our board of directors.

SUMMARY OF THE EXCHANGE PROGRAM

Mechanics of the exchange program

Our board of directors authorized the exchange program on March 18, 2009, upon the recommendation of the Compensation Committee of our
board of directors and subject to stockholder approval. The Company has not implemented the exchange program and will not do so unless our
stockholders approve this proposal. If the Company receives stockholder approval of the proposal, it is anticipated that the exchange program
would commence on May 20, 2009.

17

Table of Contents 28



Edgar Filing: NETSUITE INC - Form PRE 14A

Table of Conten

Upon the start of the exchange program, employees holding eligible options will receive a written offer that will set forth the precise terms and
timing of the exchange program. Eligible employees will be given at least 20 business days to elect to surrender their eligible options in
exchange for new equity awards. Promptly following the completion of the exchange offer, surrendered eligible options will be canceled and the
restricted stock units or options will be granted in exchange.

At the start of the exchange program, we will file the offer to exchange with the SEC as part of a tender offer statement on Schedule TO.
Eligible employees, as well as stockholders and members of the public, will be able to obtain the offer to exchange and other documents filed by
us with the SEC free of charge from the SEC s website at www.sec.gov.

Employee eligibility requirements for the exchange program

If approved by the stockholders, the exchange program will be open to all active employees located in the United States and to our employees
who are located in Australia, Canada, Hong Kong, Japan, Singapore and the United Kingdom, where permitted by local law and where we
determine it would be practicable to do so. It is possible that we would need to make modifications to the terms of the exchange program offered
to employees in countries outside the Unites States either to comply with local requirements, or for tax or accounting reasons. In addition, we
may exclude employees in certain non-US jurisdictions from the exchange program if local law, expense, complexity, administrative burden or
similar considerations would make their participation illegal, infeasible or impractical. The non-employee members of our board of directors will
not be eligible to participate in the exchange program.

In addition to being employed as of the start of the exchange program, an employee must continue to be employed by us through the date the
restricted stock units or options are granted in exchange for the surrendered eligible options. Any employee holding eligible options who elects
to participate in the exchange program but whose employment terminates for any reason prior to the grant of the new equity awards, including
voluntary resignation, retirement, involuntary termination, layoff, death or disability, will retain his or her eligible options subject to their
existing terms.

Interests of officers and directors in the exchange program

Named executive officers who participate in the exchange program will receive a new option in exchange for each exchanged eligible

option. Each new option will be for a fewer number of shares equal to (a) the number of shares underlying the option exchanged multiplied by
(b) an exchange ratio (as discussed below in more detail). Although Dean Mansfield is a named executive officer for purposes of this proxy
based upon his position and compensation in 2008, as of the launch date of the exchange he will not be an executive officer of the Company and
therefore, similar to other non-executive officers, he will be eligible to receive restricted stock units on a ratio of .5 RSUs for each option
exchanged, subject to rounding. Non-employee directors will not be permitted to participate in the exchange program

As of February 28, 2009, each NEO was entitled to exchange the following number of options:

Zachary Nelson 350,001 options
Evan M. Goldberg 317,000 options
James McGeever 150,000 options
Timothy Dilley 95,001 options
Dean Mansfield 130,000 options
Total 1,042,002 options

Exchange ratios

The exchange program will not be a one-for-one exchange. Employees who participate in the exchange program, except the Executive Officers,
will receive 0.5 restricted stock units for each share underlying an
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exchanged option. For example, for an option to purchase 100 shares, an employee, other than an Executive Officer, will receive 50 restricted
stock units in return. On December 31, 2008, based on our closing stock price of $8.44, the number of eligible options that could be exchanged
for restricted stock by our non-Executive Officer employees was approximately 2,234,874 shares.

Executive Officers who participate in the exchange program will instead receive a new option for a reduced number of shares equal to (a) the
number of shares underlying the option exchanged multiplied by (b) an exchange ratio set at a value to equal value ratio. The exchange ratios of
surrendered options to issued options for Executive Officers will be established by grouping together eligible options with similar exercise prices
and assigning an appropriate exchange ratio to each grouping. These exchange ratios are determined relative to the approximate fair value of the
eligible options (calculated using the Black-Scholes model) within the relevant grouping. The calculation of fair value using the Black-Scholes
model takes into account many variables, such as the volatility of our stock and the expected term of an award. As a result, the exchange ratios
do not necessarily increase as the exercise price of the award increases. Setting the exchange ratios in this manner is intended to result in the
issuance of new options that have a fair value approximately equal to or less than the fair value of the surrendered eligible options they replace.
This will eliminate any additional compensation cost that we must recognize on the options, other than immaterial compensation expense that
might result from fluctuations in our stock price after the exchange ratios have been set but before the exchange actually occurs. For instance,
eligible options with exercise prices from $12.00-$15.00 per share might have an exchange ratio of 1.33 shares of the eligible option for each
share of the new option to be received in exchange, while eligible options with exercise prices from $15.01-$18.00 per share might have an
exchange ratio of 1.50 shares of the eligible option for each share of the new option to be received in exchange.

Only outstanding stock options with an exercise price greater than or equal to 120% of the closing price of our common stock approximately one
week before May 20, 2009, the anticipated launch date of the exchange program, will be eligible to be exchanged.

For purposes of applying the exchange ratio, fractional restricted stock units and new options will be rounded to the nearest whole restricted
stock units and new options, respectively, on a grant by grant basis (with fractional restricted stock units and new options greater than or equal to
point five (.5) rounded up to the nearest whole restricted stock units and new options, respectively, and fractional restricted stock units and new
options less than point five (.5) rounded down to the nearest whole restricted stock units and new options, respectively).

Although the exchange ratios are not being set now, we can provide an example if we make certain assumptions regarding the start date of the
offer, the fair value of the eligible options, and the fair market value of our common stock. For example, if we began the exchange program on
December 31, 2008, only options with an exercise price above $10.13 per share would be eligible for the exchange program. If, at the time we
set the exchange ratios, the fair market value of our common stock was $8.44 per share, then based on the above method of determining the
exchange ratio, the following exchange ratios would apply:

The Exchange Ratio Would Be
(Exchanged Option Shares for

If the Exercise Price of an Eligible Option is: New Option Shares):
$10.13 or more but < $15.00 1.33:1
$15.01 or more but < $18.00 1.50:1
$18.01 or more but < $24.00 N/A
Above $24.00 2.22:1

The total number of options a participating Executive Officer will receive with respect to his or her eligible options will equal (a) the number of
shares underlying the eligible options surrendered in the exchange multiplied by (b) an exchange ratio based on the exercise price of the
exchanged option, and rounding down to the nearest whole share. The exchange ratios will be applied on a grant-by-grant basis.
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For purposes of example only, if a participant exchanged an eligible option to purchase 1,000 shares with an exercise price of $17.25 per share
and the exchange ratio was 1.50 : 1, he or she would receive a new option to purchase 666 shares. This is equal to 1,000 shares divided by 1.5
(the exchange ratio for an eligible option, in this example, with an exercise price of $17.25 per share). If the participant also exchanged another
eligible option to purchase 750 shares with an exercise price of $26.00 per share and the exchange ratio was 2.22 : 1, he or she would receive a
new option to purchase 337 shares. This is equal to 750 shares divided by 2.22 (the exchange ratio for an eligible option, in this example, with an
exercise price of $26.00 per share).

Continuing this example, if we assume that all currently eligible options remain outstanding and the option holders remain eligible to participate,
the following table summarizes information regarding the eligible options and the new options that would be granted in the exchange:

Number of Weighted
eighte
U:(:::;?ng ) A‘jel“age ) Number f’f Shares
Weighted Average Remaining Life Underlying New
Eligible Exercise Price of of Eligible Options That

Exercise Prices of Eligible Options Options Eligible Options Options (Years) Exchange Ratio Would Be Granted
$10.13 - $15.00 678,128 $13.30 4.82 1.33:1 509,841
$15.01 - $18.00 277,000 $17.25 5.70 1.50:1 182,179
$18.01 - $24.00 0 $N/A N/A N/A 0
> $24.00 96,875 $26.00 5.17 2.22:1 43,189
Total 1,052,003 735,209

After the exchange as presented in these examples, assuming that the closing stock price on the date of grant is $8.44 and all eligible options are
tendered, stock awards outstanding as of December 31, 2008 would be as follows:

Number of
Equity underwater Total
awards options awards
outstanding - eligible to Potential outstanding
December 31, be new awards following
Award type 2008 exchanged to be issued exchange
Stock option 8,223,664 (3,286,877) 735,209 5,671,996
Restricted stock awards and restricted stock
units 1,344,164 1,117,437 2,461,601
Total stock awards 9,567,828 (3,286,877) 1,852,646 8,133,597

Excludes impact of awards granted, vested or forfeited after December 31, 2008.
Participation in the exchange program
Eligible employees will not be required to participate in the exchange program. Participation in the exchange program is voluntary.

Eligible employees will have an election period of at least 20 business days from the start of the exchange program in which to determine
whether they wish to participate.

Because the decision whether to participate in the exchange program is completely voluntary, we are not able to predict which or how many
employees will elect to participate, how many eligible options will be surrendered for exchange, and therefore how many restricted stock units
and options may be issued. As indicated above, the non-employee members of our board of directors are not eligible to participate in the
exchange program.
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Election to exchange underwater options

Employees may decide whether to participate in the exchange program on a grant-by-grant basis. This means that employees may decide to
surrender options from one grant but not another separate grant. However, employees may not elect to surrender only some of the shares covered
by any particular option grant.

Vesting of new equity awards

Each restricted stock unit issued in the exchange program will represent a right to receive one share of our common stock on a specified future
date if the restricted stock unit vests during the participant s continued employment. Each option issued in the exchange program will represent a
right to purchase one share of our common stock on a specified future date at the fair market value of our common stock on the date of issuance.
None of the restricted stock units or options will be vested on the date of grant with the limited exception that if the exchange program is
implemented in Canada restricted stock units granted to eligible employees in Canada will be vested upon the new award grant date to the extent
necessary to cover certain taxes due upon the exchange.

All equity awards issued in the exchange program will vest quarterly on the basis of the participant s continued employment with us. In the case
of surrendered options which were scheduled to vest in full more than two years from the date the new equity awards will be issued, the new
equity awards will vest quarterly over the same approximate vesting term as the eligible option exchanged, with certain eligible options with
different grant dates grouped together to reflect the same term for purposes of administrative ease. In the case of surrendered options which were
scheduled to vest in full less than two years from the date the new equity awards will be issued, new equity awards will vest quarterly over two
years following the date of issuance.

The length of the vesting schedule applicable to each new equity award will depend on the original grant date of the eligible option surrendered
in the exchange as follows:

Grant Date of Vesting Term of New Equity
Eligible Option Award
4/11/07 2 years
6/28/07 2 years
11/28/07 2.25 years
12/12/07 2.5 years
12/19/07 2.5 years
4/4/08 2.5 years
5/15/08 2.75 years
8/15/08 3 years
11/14/08 3.5 years

Terms and conditions of the new equity awards

Equity awards issued in the exchange program will be granted pursuant to the 2007 Equity Incentive Plan. Each restricted stock unit represents
an unfunded right to receive one share of our common stock on a fixed date in the future, which generally is the date on which the restricted
stock unit vests. A participant is not required to pay any monetary consideration to receive shares of our common stock upon settlement of his or
her restricted stock units. However, under U.S. federal tax law currently in effect, employees generally will recognize taxable income upon
settlement of the restricted stock units, which will be subject to income and employment tax withholding. The tax consequences for participating
employees outside of the United States may differ from the U.S. federal tax consequences.

In addition, each option represents the right to purchase shares of the Company s common stock during a prescribed period of time and as the
option vests. Stock options granted to Executive Officers pursuant to the
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exchange program will be nonstatutory stock options, even if the eligible options surrendered in the exchange were classified as incentive stock
options. Except for the different exercise price, classification as a nonstatutory stock option for U.S. tax purposes, and the vesting schedule
described above, all other terms and conditions of the new options issued in the exchange program will be substantially the same as those that
apply to eligible options granted previously, except that prior grants made from the 1999 Stock Plan will now be governed by the terms and
conditions of the 2007 Equity Incentive Plan.

Terms of the exchange program

While the terms of the exchange program are expected to be materially similar to the terms described in this proposal, we may find it necessary
or appropriate to change the terms of the exchange program to take into account our administrative needs, local law requirements, accounting
rules, company policy decisions that make it appropriate to change the exchange program and the like. For instance, although we will not in any
circumstances permit the non-employee members of our board of directors to participate or allow options below an exercise price which is at
least 120% of the closing price of the Company s stock approximately one week before the launch of the exchange program to participate, we
may decide that it is appropriate to exclude certain officers or exclude options granted below a higher price-point. As another example, we may
alter the method of determining exchange ratios if we decide that there is a more efficient and appropriate way to set the ratios while still
continuing to limit incremental compensation expense.

It is also possible that certain terms of the exchange program may need to be modified in countries outside the United States in order to comply
with local requirements, or for tax, accounting or administrative reasons and/or that the exchange program may not be implemented in certain
jurisdictions outside the United States if local law, expense, complexity, administrative burden or similar considerations would make it illegal,
infeasible or impractical to do so. Additionally, we may decide not to implement the exchange program even if stockholder approval of the
exchange program is obtained or may amend or terminate the exchange program once it is in progress. The final terms of the exchange program
will be described in an offer to exchange that will be filed with the SEC. Although we do not anticipate that the staff of the SEC will require us
to materially modify the terms of the exchange program, it is possible that we may need to alter the terms of the exchange program to comply
with comments from the staff.

Tax consequences of participation in the exchange program

The following is a summary of the anticipated material U.S. federal income tax consequences of participating in the exchange program. A more
detailed summary of the applicable tax considerations to participants will be provided in the exchange program documents. The law and
regulations themselves are subject to change, and the Internal Revenue Service is not precluded from adopting a contrary position. The exchange
of eligible options for restricted stock units or options should be treated as a non-taxable exchange, and neither we nor any of our employees
should recognize any income for U.S. federal income tax purposes upon the surrender of eligible options and the grant of new equity awards.
However, the tax consequences for participating employees outside of the United States may differ from the U.S. federal tax consequences.

Accounting treatment of new equity awards

On January 1, 2006, we adopted the provisions of Financial Accounting Standards Board Statement of Financial Accounting Standards No. 123
(Revised), or SFAS 123(R), on accounting for share-based payments. Under SFAS 123(R), we will recognize incremental compensation
expense, if any, resulting from the restricted stock units and options granted in the exchange program. The incremental compensation cost will
be measured as the excess, if any, of the fair value of each new award granted to employees in exchange for surrendered eligible options,
measured as of the date the restricted stock units and options are granted, over the fair value of the eligible options surrendered in exchange for
the new awards, measured immediately prior to the exchange. Because the Company will set the exchange ratios in a manner intended to result
in the issuance of new options
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that have a fair value approximately equal to or less than the fair value of the surrendered eligible options they replace, the Company will not
incur any additional compensation expense for stock options issued to Executive Officers under the exchange program. The amount of additional
compensation expense to be incurred resulting from the issuance of restricted stock units to the Company s other employees is dependent on the
value of Company s stock on the grant date and the number of employees that elect to exchange their underwater stock options. For example, if
all eligible employees elect to participate in the program and the Company s stock price is $8.44 on the date of grant, the company will incur
approximately $3.0 million in additional compensation expense during the term of those new awards.

In the event that any of the restricted stock units or options are forfeited prior to their vesting due to termination of employment, the
compensation expense for the forfeited restricted stock units or options will not be recognized.

Impact of the exchange program on the Company s stockholders

We are unable to predict the precise impact of the exchange program on our stockholders because we are unable to predict how many or which
employees will exchange their eligible options. The exchange program is intended to restore competitive and appropriate equity incentives for
our employees, reduce our existing overhang and recapture value for compensation expense already being incurred.

Vote Required and Board of Directors Recommendation

The affirmative vote of a majority of the outstanding shares of common stock present in person or represented by proxy and entitled to vote at
the Annual Meeting is required to approve the equity award exchange program.

RECOMMENDATION

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE STOCK
OPTION EXCHANGE PROGRAM.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The material in this report shall not be deemed to be (i) soliciting material, (ii) filed with the SEC, (iii) subject to Regulations 14A or 14C of the
Exchange Act, or (iv) subject to the liabilities of Section 18 of the Exchange Act. This report shall not be deemed incorporated by reference into

any of our other filings under the Exchange Act or the Securities Act of 1933, as amended, except to the extent the Company specifically

incorporates it by reference into such filing.

Role of the Audit Committee

The audit committee operates under a written charter adopted by the board of directors on April 11, 2007 which provides that its functions
include the oversight of the quality of the Company s financial reports and other financial information and its compliance with legal and
regulatory requirements, the appointment, compensation and oversight of the Company s independent registered public accounting firm, KPMG
LLP, including reviewing their independence, reviewing and approving the planned scope of the Company s annual audit, reviewing and
pre-approving any non-audit services that may be performed by KPMG LLP, reviewing with management and the Company s independent
registered public accounting firm the adequacy of internal financial controls, and reviewing the Company s critical accounting policies and
estimates, and the application of U.S. generally accepted accounting principles. The Audit Committee held 6 meetings during 2008.

The audit committee oversees the Company s financial reporting process on behalf of the board of directors. Management is responsible for the
Company s internal controls, financial reporting process and compliance with laws and regulations and ethical business standards. KPMG LLP is
responsible for performing an independent audit of the Company s consolidated financial statements and an independent audit of management s
assessment of internal controls over financial reporting, both in accordance with the standards of the Public Company Accounting Oversight
Board (United States). The audit committee s responsibility is to monitor and oversee this process.

Review of Audited Financial Statements for Fiscal Year ended December 31, 2008

The audit committee reviewed and discussed the Company s audited financial statements for the fiscal year ended December 31, 2008 with
management. The audit committee discussed with KPMG LLP the matters required to be discussed by Statement on Auditing Standards No. 114
(The Auditor s Communication With Those Charged with Governance).

The audit committee received the written disclosures and the letter from KPMG LLP required by Independence Standards Board Standard No. 1
(Independence Discussion with Audit Committees) and the audit committee has discussed the independence of KPMG LLP with that firm.

The audit committee has established procedures for the receipt, retention and treatment of complaints received by the Company regarding
accounting, internal accounting controls, or auditing matters, including the confidential, anonymous submission by NetSuite employees,
received through established procedures, of concerns regarding questionable accounting or auditing matters.

Based on the audit committee s review and discussions with management and KPMG LLP, the audit committee recommended to the board of
directors that the Company s audited consolidated financial statements be included in the Company s Annual Report on Form 10-K for the fiscal
year ended December 31, 2008 for filing with the Securities and Exchange Commission.

Members of the audit committee rely without independent verification on the information provided to them and on the representations made by
management and the independent auditor. Accordingly, the audit committee oversight does not provide an independent basis to determine that
management has maintained appropriate accounting and financial reporting principles or appropriate internal controls and procedures designed
to assure compliance with accounting standards and applicable laws and regulations. Furthermore, the audit committee s considerations and
discussions referred to above do not assure that the audit of the Company s financial statements has been carried out in accordance with the
standards of the Public Company Accounting Oversight Board (United States), that the consolidated financial statements are presented in
accordance with U.S. generally accepted accounting principles or that KPMG LLP is in fact independent.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The following table sets forth certain information regarding beneficial ownership of our common stock as of February 28, 2009 by: (i) all those
known by us to be beneficial owners of more than five percent of the outstanding shares of our common stock; (ii) each of our directors and
director nominees; (iii) each executive officer named in the Summary Compensation Table below; and (iv) all directors and executive officers as
a group. This table is based on information provided to us or filed with the SEC by our directors, executive officers and principal stockholders.
Unless otherwise indicated in the footnotes below, and subject to community property laws where applicable, each of the named persons has
sole voting and investment power with respect to the shares shown as beneficially owned.

Applicable percentage ownership is based on 61,370,607 shares of common stock outstanding at February 28, 2009. In computing the number of
shares of common stock beneficially owned by a person and the percentage ownership of that person, we deemed to be outstanding all shares of
common stock subject to options, warrants or other convertible securities held by that person or entity that are currently exercisable or
exercisable within 60 days of February 28, 2009. We did not deem these shares outstanding, however, for the purpose of computing the
percentage ownership of any other person. Beneficial ownership representing less than 1% is denoted with an * .

Unless otherwise indicated, the address of each beneficial owner listed in the table below is c/o NetSuite Inc., 2955 Campus Drive, Suite 100,
San Mateo, CA 94403-2511.

Shares Beneficially Owned

Common
Shares That
May Be
Acquired
Common Within 60 Total Percent
Shares Days of Beneficial of

Currently February 28, Ownership Class
Name of Beneficial Owner Held (a) 20090 (b) (a)+(b) (%)
5% Stockholders:
Entities beneficially owned by Lawrence J. Ellison® 31,964,891 31,964,891 52.1%
Trust for the benefit of Margaret Ellison® 3,438,359 3,438,359 5.6
Trust for the benefit of David Ellison® 2,292,240 2,292,240 3.7
Directors and Executive Officers:
Zachary Nelson 1,273,530 600,606 1,874,136 3.1
Evan Goldberg 3,121,334 1,366,680 4,488,014 7.3
James McGeever™ 308,993 167,736 476,729 *
Timothy Dilley® 28,603 170,418 199,021 *
Dean Mansfield© 8,901 303,284 312,185 *
William Beane III7” 3,059 35,598 38,657 *
Deborah Farrington® 2,599,494 35,703 2,635,197 43
Kevin Thompson® 3,540 37,109 40,649 3
All executive officers and directors as a group (9 persons)!? 7,437,366 2,570,414 10,077,781 16.4

* Less than 1%.

(1) Includes shares issuable upon exercise of outstanding options held by our directors and executive officers exercisable within 60 days of
February 28, 2009. These shares are deemed to be outstanding for the purpose of computing the percentage ownership of the person
holding the options but are not treated as outstanding for the purpose of computing the percentage ownership of any other person.
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(2) 31,964,891 shares are held by NetSuite Restricted Holdings LLC, the membership interests of which are beneficially owned by Lawrence
J. Ellison through a revocable trust. The LLC Operating Agreement for NetSuite Restricted Holdings LLC is subject to various terms and
restrictions with respect to future voting and disposition of the shares held by such entity. See the section titled Certain Relationships and
Related Transactions/Lawrence J. Ellison for a description of these terms and restrictions. The address for NetSuite Restricted Holdings
LLC is One Bush Street, Suite 650, San Francisco, CA 94104. Excludes 485,436 shares held by Melanie Craft Ellison, wife of Lawrence J.
Ellison. Also excludes 3,438,359 shares held in trust for Margaret Ellison and 2,292,240 shares held in trust for David Ellison, which are
discussed in Footnote 3 below. Mr. Ellison and NetSuite Restricted Holdings LLC disclaim beneficial ownership of the excluded shares.

(3) Represents shares held in trusts for the benefit of David Ellison and Margaret Ellison, adult children of Lawrence J. Ellison. The
co-trustees for each of the two trusts are Donald Lucas, who also serves as a director of Oracle Corporation, and Philip B. Simon. The
co-trustees, acting on behalf of the trusts and for the benefit of the respective beneficiaries, have voting and dispositive power over the
shares held by each trust. Each trust disclaims beneficial ownership of the shares held by the other trust, and the trusts disclaim the
existence of a group for purposes of Regulation 13D. The address for each trust is 101 Ygnacio Valley Road, Suite 310, Walnut Creek, CA
94596.

(4) Includes 25,856 shares which, until vested, are subject to forfeiture and shall be automatically transferred back to the Company upon
termination or cessation of service.

(5) Includes 18,750 shares acquired through a restricted stock award which, until vested, are subject to forfeiture and shall be automatically
transferred back to the Company upon termination or cessation of service.

(6) As of February 2009, Mr. Mansfield was appointed to the position of Managing Director, New Markets and is no longer an
executive officer with reporting requirements under Section 16 of the Securities Exchange Act of 1934.

(7) Includes 2,257 shares acquired through a restricted stock award which, until vested, are subject to forfeiture and shall be automatically
transferred back to the Company upon termination or cessation of service.

(8) Includes 2,596,409 shares held by StarVest Partners, L.P. , 186 shares held by StarVest Management, Inc., as Nominee for StarVest
Partners Advisory Council Co-Investment Plan and 2,257 shares held by Ms. Farrington which were acquired through a restricted stock
award and which, until vested, are subject to forfeiture and shall be automatically transferred back to the Company upon termination or
cessation of service. Deborah Farrington, Jeanne Sullivan and Laura Sachar possess shared voting and dispositive power over the shares
held by StarVest Partners. Deborah Farrington, Jeanne Sullivan, Laura Sachar and Larry Bettino possess shared voting and dispositive
power over the shares held by StarVest Management, Inc.

(9) Includes 2,257 shares acquired through a restricted stock award which, until vested, are subject to forfeiture and shall be automatically
transferred back to the Company upon termination or cessation of service.

(10) Includes 51,377 shares which, until vested, are subject to repurchase rights we hold as of February 28, 2009. Excludes shares beneficially
owned by Dean Mansfield who ceased being an executive officer of the Company effective February 6, 2009.
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EQUITY COMPENSATION PLAN INFORMATION

The following table shows information related to our common stock which may be issued under our existing equity compensation plans as of
December 31, 2008, including our 1999 Stock Plan (the 1999 Plan ), the 2007 Equity Incentive Plan (the 2007 Plan ) and the 2008 OpenAir
Restricted Stock Unit Plan (the OpenAir Plan ) assumed by us in connection with our acquisition of OpenAir:

(@) (b) (©
Number of securities
remaining available for future

Number of securities to Weighted-average issuance under equity
be issued upon exercise of exercise price of compensation plans (excluding
outstanding options and outstanding securities reflected in column
Plan category rights options and rights» (a))
Equity compensation plans approved by security holders® 9,396,293 $ 543 229,665(3)
Equity compensation plans not approved by security holders® 164,764 $
Total 9,561,057 $ 543 247,340

(1) This does not include restricted stock awards, restricted stock units or performance share units which have a purchase price of $0.00 per
award.

(2) Consists of options granted under the 1999 Plan and option grants, restricted stock awards, restricted stock units and performance share
units made under the 2007 Plan.

(3) Consists of 229,665 shares that remain available for future grant under the 2007 Plan, which includes 138,032 shares that rolled over from
the 1999 Plan. Shares under the 2007 Plan are subject to automatic increase on January 1 of each year beginning in our 2009 fiscal year
equal to the least of: (a) 9,000,000 shares, (b) 3.5% of our then aggregate outstanding shares of common stock plus common stock issuable
pursuant to outstanding awards under our equity plans, or (c) such other amount as our board of directors may determine. We will not
make future grants under the 1999 Plan. On January 1, 2009, the 2007 Plan was automatically increased by 2,872,689 shares.

(4) On June 4, 2008, in connection with our acquisition of OpenAir, Inc., we assumed the outstanding restricted stock units under the 2008
OpenAir Restricted Stock Plan. No further awards will be issued by us under this plan.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The following discussion and analysis of compensation arrangements of our named executive officers for 2008 should be read together with the
compensation tables and related disclosures set forth below. This discussion contains forward-looking statements that are based on our current
plans, considerations, expectations and determinations regarding future compensation programs. Actual compensation programs that we adopt
may differ materially from currently planned programs as summarized in this discussion.

Overview

Our goal is to be the leading vendor of on-demand integrated business management application suites for medium sized businesses and divisions
of large companies. Our solution includes accounting/enterprise resource planning, or ERP software, customer relationship management, or
CRM software, and Ecommerce software.

We had a strong year in 2008. Our revenue grew from $108.5 million in fiscal 2007 to $152.5 million in fiscal 2008, up 40.5% year over year.
2008 was especially strong given the deteriorating macro economic conditions and reduced business spending on equipment and software.

In order to support our strategy and to continue to deliver strong execution, we strive to provide an executive compensation program that is
aimed to attract and retain talented and qualified senior executives to manage and lead our Company and to motivate them to pursue and meet
our corporate objectives. To achieve our objectives, we use a mix of compensation elements including base salary, cash incentive bonuses,
equity incentives, change of control benefits and employee benefits. Based on our strong performance near the top quartile relative to our peer
group of comparable public companies and our desire to retain the services of the management team responsible for our strong performance, our
executive compensation strategy in fiscal 2008 was to target total cash compensation between the 50 ™ and 75" percentile of comparable public
companies and total long-term equity compensation at approximately the 75" percentile of comparable public companies.

Compensation Objectives

We have created a compensation program that has a mix of short-term and long-term components, cash and equity elements and fixed and
contingent payments in proportions that we believe will provide appropriate incentives to reward our senior executives and management team
and help to:

support our performance-based approach to managing pay levels to foster a goal oriented, highly-motivated management team whose
members have a clear understanding of business objectives and shared corporate values;

align the interests of our executives with those of our stockholders;

share risks and rewards with employees at all levels;

allocate company resources to effectively exploit our technological capabilities in the development of new applications and services;
and

reflect our values and achieve internal equity across our organization based upon position and level of responsibility.
Our named executive officers for fiscal year 2008 were Zachary Nelson, Evan Goldberg, Jim McGeever, Timothy Dilley and Dean Mansfield.
Compensation for each named executive officer is comprised of a cash-based salary component, short-term incentives and a long-term equity
component. The cash-based salary is
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generally reviewed annually based on the individual performance of the executive and comparison to data from our public company peers, the
short-term incentives are based upon achievement of corporate objectives and individual performance, and the long-term equity component is
designed to provide long-term compensation based on company performance, as reflected in an increase or decrease in the value of the shares
underlying the equity compensation compared to the purchase price of those shares. With the significant equity weighting, we seek to reward our
named executive officers as and when we achieve our goals and objectives and generate stockholder returns. At the same time, if our corporate
goals are not achieved, a significant portion of the compensation for our named executive officers is at risk, which we believe aligns their
interests with the interests of our stockholders.

The goal of our executive compensation program is to be competitive with other companies with whom we compete for executive talent and to
tie executive compensation to the performance of the Company and management