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Survey 2023
Our annual survey reveals the latest 
trends in how software-as-a-service 
(SaaS) companies are capitalizing sales 
commissions and software development 
costs, including the impact of regulatory 
changes and a proposed model for initial 
development cost capitalization. 



Key Takeaways: 

• The percentage of SaaS companies 
capitalizing sales commissions 
almost quadrupled over the past 
six years (86% in 2023 versus 22% 
in 2017). Revenue recognition rules  
(ASC 606) accelerated this trend. 

• The percentage of SaaS companies 
capitalizing development costs 
(not impacted by ASC 606) 
increased significantly during  
this same period (70% in 2023 
versus 62% in 2017).

• Many SaaS companies now have 
substantial taxable income due to 
TCJA amendments to IRC Section 
174 and must build a strategy to 
minimize the financial impact.

Gauge How Your  
Organization Compares

Sales commissions and software 
development costs (including 
website or application development 
costs) remain among the top 
expenditures for SaaS companies. 
Chief financial officers, chief 
accounting officers and other SaaS 
finance and accounting executives 
need to continually evaluate and 
monitor the industry for emerging 
trends pertaining to the accounting 
of these costs. 

Our 2023 SaaS survey provides  
a valuable tool to gauge how your 
organization compares to its peers 
in these key areas. It includes 100 
of the top publicly traded SaaS 
companies (ranked primarily by 
market capitalization). We collected 
the survey information from 
participants’ Form 10-Ks, reflecting 
data for the most recent fiscal year 
ending prior to June 1, 2023. In 
addition to looking at capitalization 
over time, we also examined 
capitalization by revenue and auditor.
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SaaS

Internal Use 
Software

Website  
Development Costs

SUBTOPIC 350-40

SUBTOPIC 350-50

Cost capitalization begins when the 
preliminary project stage is finished, 
management has committed to funding the 
project and it is probable that the project will 
be completed and the software will perform 
the function intended. Capitalization ceases 
when the project is substantially complete  
and is ready for its intended purpose.

Capitalize costs incurred to purchase  
software tools, or costs incurred during the 
application development stage for internally 
developed tools.

01SECTION ONE 

Relevant GAAP Rules
For reference, here are the rules specific to development cost and commission capitalization.

Commissions Capitalization
ASC 606, enacted in 2018, mandates that companies capitalize sales commissions if  
such costs are expected to be recovered through future revenues unless the amortization 
period is one year or less.

The capitalization of costs incremental to obtaining a contract and determining the 
amortization period is one of the most significant areas affected by ASC 606, as  
companies no longer have the option to immediately “expense as you go.”

Development Cost Capitalization
SaaS development costs are subject to “internal use” software capitalization rules,  
which typically have a longer time window for eligible costs to be capitalized, versus the 
“external use” rules for software licensing companies. The tables below summarize the 
applicable Financial Accounting Standards Board (FASB) rules.



SUBTOPIC 985-20

Capitalization begins when  
technological feasibility has been 
established and ends when the product  
is available for general release.

In December 2017, the Tax Cuts and Jobs Act 
(TCJA) amended IRC Section 174 to require 
R&D expenditures to be capitalized and 
amortized over a period of five to 15 years 
for amounts paid beginning in tax year 2022. 
Internal software development costs were 
specifically noted and must be capitalized 
and amortized. Year one (2022) created a 
significant tax impact because only half-year 
amortization is allowed.

As a result, many SaaS companies now may 
have substantial taxable income. We’ve seen 
some companies face three to four times the 
previous year’s tax liability as these regulatory 
changes have put them in a taxable position 
for the first time. Companies may assume 
they have tax attribute carryforwards to offset 
the income (e.g., net operating losses and 
tax credits), but these are often limited or 
not available under IRC Section 382 and the 
amended Section 174. 

Minimize your tax impact

Stakeholders, the C-suite and especially the 
treasury and tax functions of SaaS companies 
must adopt a strategic approach to minimize 
the financial impact of the new rules. Working 
with your tax advisor to plan and maximize 
efficiency is critical for your bottom line. 

Costs of Software  
to Be Sold, Leased  

or Marketed

Traditional Software License

Consider these actions:

• Adjust quarterly estimated tax payments.

• Take advantage of the one-year streamlined 
accounting change process for tax year 
2022 under Form 3115.

• Perform an R&D study to identify potential 
expenses to offset taxable income. 

• Get in the habit of identifying, documenting 
and claiming all applicable R&D expenses.

• Develop a long-term policy and process to 
remain compliant while leveraging sections 
of the IRS tax code you may not have 
explored previously.

Revised Section 174 Rules May Create Significant Taxable Income

https://www.armanino.com/articles/avoid-surprise-tax-bill-r-d-expensing-changes-irc--section-174/


FASB Proposal for Initial Development Cost Model Moves Forward

In 2022, the Financial Accounting Standards Board (FASB) added a project to its technical agenda 
to modernize accounting and enhance transparency for software costs, including costs to internally 
develop and acquire software for internal use (ASC 350-40) or for sale (ASC 985-20). In April 2023, 
the board decided to focus on the initial development cost model (the “single model”) before 
considering presentation and disclosure. 

The single model requires companies to capitalize all direct software development costs 
(internal and external use) “when it is probable that the software project will be completed, 
and the software will be used to perform the function intended.”   

Currently companies determine if their software costs fall under ASC 350-40 or ASC 985-20. 
The proposed single model eliminates this decision and replaces the concept of technological 
feasibility (ASC 985-20) with the concept of “probable” completion, derived from ASC 350-40 
with revision. ASC 350-40 uses the stages of development to determine when to capitalize a 
cost, whereas the proposed single model uses a list of indicators: 

a. Whether an entity has past practices
with completing the acquisition,
internal development or modification
of a similar software project

b. Whether the entity has identified
the objective of the software
development project

c. Whether management, with relevant
authority, has implicitly or explicitly
authorized and committed to funding
a software project

d. Whether an entity has the
intention and ability to complete
the software project to perform
the function intended

e. Whether an entity has adequate
technical, financial and other
resources available

f. Whether completing the acquisition,
internal development or modification
of the software is highly susceptible
to factors outside the entity’s control

https://www.fasb.org/Page/ProjectPage?metadata=fasb-Accounting-for-and-Disclosure-of-Software-Costs
https://fasb.org/page/showpdf?path=BMHO20230405.pdf&title=April%205,%202023%20Board%20Meeting%20Handout


What to watch for

The FASB will continue deliberating, including having discussions with software 
companies and investors, to finalize the criteria for capitalization. Issues to look  
for include:

Armanino consultant Andrew Hyde, a former CFO for SaaS companies such as Salesforce, OptionEase 
and Solid Instance shared these thoughts on the FASB proposal:

• Further clarity regarding the 
capitalization threshold of what  
is or is not “probable” 

• How the FASB will handle  
concerns that R&D costs could  
be wrongly capitalized under  
the single model 

• Whether the FASB keeps the 
delineation between expensing 
maintenance and capitalizing 
enhancements or treats both costs 
identically   

• What kind of disclosures will be 
cost-effective for companies and  
desirable for investors 

The single model approach would bring welcome clarity and consistency 

to the treatment of software development costs. Why should these 

costs be treated differently if the project is devoted to an internal or an 

external application? 

In either case, under present standards, FASB recognizes the creation 

of an asset having long-lived value to the enterprise. This approach 

reflects what is already occurring as software companies align with 

SaaS companies’ practices, moving away from the “technical feasibility” 

standard. The FASB would be well served to adopt the single model 

approach to recognize a natural evolution taking place in the market.

https://www.linkedin.com/in/andrew-p-hyde/
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Sales Commissions

ASC 606 dramatically changed the revenue 
recognition landscape in 2018, effectively 
mandating that companies capitalize commissions, 
if material. As a result, the capitalization rate in 
the 2019 survey (66%) tripled compared to the 
2017 survey (22%). In 2023, registrants capitalizing 
commissions remained high at 86%, increasing 
only 1% from 2022. This may represent a leveling 
off of sales commission capitalization.

02SECTION TWO

Capitalization  
Over Time



In 2023, companies that did not disclose commissions capitalized (either claimed commissions 
were immaterial or were related to deals of less than one year) represented 14% of companies 
surveyed, down from 34% in 2019. This number is only 1% smaller than last year, however, it 
remains higher than expected, given that most SaaS companies pay significant commissions  
and sales teams typically focus on multi-year deals.

We did not publish a survey in 2018 or 2021
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SEC Comment Letters 

Not surprisingly, the SEC has issued comment letters to certain registrants concerning how  
they account for costs incurred to obtain contracts. Examples of such comments (adapted) are  
as follows:

The SEC notes as a result of adopting ASU 2014-09, Revenue from Contracts with 
Customers (Topic 606), Registrant identified that the new standard required it to adjust its 
presentation of costs associated with selling extended service plans and treatment of the 
amortization of certain bonus and profit-sharing arrangements related to third-party credit 
card programs. The capitalization and amortization of ‘certain costs‘ associated with selling 
extended service plans was discontinued and are now expensed as incurred. Please tell us 
the nature of these ‘certain costs’ and why your accounting complies with ASC 606. Please 
also tell us the nature of the costs that are capitalized.

Registrant discloses that it pays sales commissions based on contract value upon signing 
a new arrangement with a customer and upon renewals. Registrant further discloses 
that it amortizes deferred sales commissions over the expected customer life, which is 
approximately five years. Please tell us, and revise to clarify, whether commissions paid upon 
renewal are commensurate with initial commissions. Also disclose how commissions paid for 
renewals are considered in your five-year period of benefit for the initial commission. Finally, 
disclose the period of time over which you amortize commission costs related to contract 
renewals. Refer to ASC 340-40-35-1 and 340-40-50-2(b).

The SEC notes that the Registrant has applied the practical expedient related to commissions 
and continues to expense the commissions as incurred since the majority of its contract periods 
are one year or less. The SEC also notes that you have applied the practical expedient related to 
quantifying remaining performance obligations since the majority of your contracts are one year or 
less. Please tell us if you have applied these practical expedients to contracts with terms in excess 
of one year and, if so, how your application of these practical expedients is consistent with ASC 
340-40-25-4 and ASC 606-10-50-14.



Development Costs 

The percentage of companies capitalizing software development costs decreased by 2%, 
going from 72% in 2022 to 70% in 2023. This is the second year this percentage has not 
grown, perhaps indicating a leveling out of the number of companies seeking to capitalize 
these costs.

We did not publish a survey in 2018 or 2021
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0303Capitalization by Revenue
In this year’s survey, we also sorted the firms by revenue into four brackets,  
with 25 firms in each bracket: $0 to $488 million, $489 million to $989 million, 
$990 million to $2.2 billion and over $2.2 billion. 

Development Costs

 In 2020, the data showed that companies 
with higher revenue tended to capitalize 
on software development costs more 
often than companies with relatively 
lower revenue. However, beginning in 
2022 and continuing into this year, the 
reverse was true. The data shows that 
companies with lower revenue tend to 
capitalize on software development 
costs more often than companies with 
higher revenue. In 2023, companies in the 
three lower revenue quartiles capitalized 

development costs more than 70% of  
the time, while only 52% of companies  
in the largest quartile ($2.2B+) did so.

In 2023, the average capitalized software 
development among the companies in 
the different quartiles ranged from 1.7% 
to 2.4% of revenue. This is slightly less 
varied than 2022, where the average 
capitalized software costs of companies 
in the different quartiles ranged from 
1.6% to 2.5% of revenue.
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Sales Commissions 

In 2022, companies with relatively lower revenue tended to capitalize sales 
commission costs more often than companies with higher revenue. The same is true 
for 2023. Roughly 72% of companies in the $2.2 billion and over bracket capitalized 
commission costs, while 96%, 92% and 84% of companies in the $0 to $488 million, 
$489 million to $989 million and $990 million to $2.2 billion brackets capitalized 
commission costs, respectively.

The amount of commission costs capitalized as a portion of revenue trended 
downwards across all revenue quartiles in 2023. Overall, an average of roughly 
6.55% of revenues were capitalized in 2023 compared to 7.7% in 2022. Interestingly, 
the largest revenue bracket ($2.2 billion and over) continues to capitalize the lowest 
percentage of revenue, only capitalizing commissions at a rate of 4.6% of revenues.

120%

100%

80% 

60%

40%

20%

0%

9.0%

8.0% 

6.0%

4.0%

2.0%

0.0%

SALES COMMISSIONS CAPITALIZED BY REVENUE 2023

$0-$488M $489M-$989M $990M-$2.2B $2.2B+

% of Companies Capitalizing Commissions

Average % of Commissions Capitalized

7.8%

96% 92%
84%

72%6.9% 6.9%

4.6%



We also analyzed capitalization practices based on the companies’ independent  
registered public accounting firms (auditors). The data showed a disparity in practices 
based on the audit firm.

Of the 100 companies surveyed, 94 used Big Four auditors. The graphs below show the 
capitalization practices of companies for each Big Four auditor and for the six companies 
that did not use a Big Four audit firm.

Among the registrants audited by the Big Four, 76.9% of Deloitte’s clients capitalized 
software development costs in 2023, while EY had the lowest percentage at 62.5%. 
Notably, the percentage of Deloitte clients capitalizing software development costs 
decreased from 92.3% in 2022 to 76.9% in 2023, the largest change of any of the firms. 
Among registrants audited by other firms (not Big Four), 33.3% capitalized software 
development costs.
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Among the registrants audited by the Big Four, PwC had the highest percentage of 
clients (100%) that capitalized commissions in 2023, while EY had the lowest percentage 
at 78.1%. Similar to the capitalization of software development costs, Deloitte saw a 
decrease in the percentage of clients capitalizing commissions (from 92.3% in 2022 to 
84.6% in 2023). Among registrants audited by other firms (not Big Four), there was an 
increase from 77.8% capitalizing commissions in 2022 to 83.3% doing so in 2023. 
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0404Final Thoughts
In light of the survey findings and the ASC 606 standard, SaaS companies 
should continuously evaluate their decisions on capitalizing software 
development and commission costs, as there are several short- and 
long-term implications. They should also consult with their auditors and, 
ultimately, adopt the method they believe most closely aligns with the  
intent of the rules.

Finally, SaaS companies should keep a close eye on the FASB proposal  
as it moves forward because it may significantly alter the rules related  
to capitalization of development costs.  



Top 100 SaaS Companies Surveyed in 2023
Dollars in thousands.  ND=not disclosed.  NA=not applicable.

1 Microsoft US West MSFT Deloitte No No 6/30/22 $198,270,000 ND ND ND ND ND ND ND ND

2 Oracle US West ORCL EY No No 5/31/23  $49,954,000 ND ND ND ND ND ND ND 4

3 Salesforce US Mid 
Atlantic

CRM EY No Yes 1/31/23  $31,352,000 ND ND ND ND $4,473,000 $2,345,000 $1,668,000 4

4 Adobe  US West ADBE KPMG No Yes 12/3/22  $17,606,000 ND ND ND ND $629,000 $230,000 $238,000 5

5 Block   US West SQ EY Yes No 12/31/22  $17,531,587 $93,293 $80,593 ND 1.5 ND ND ND NA

6 VMWare US West VMW PWC No Yes 2/3/23  $13,350,000 ND ND ND 3-8 ND $1,500,000 $642,000 ND

7 Intuit US West INTU EY Yes No 7/31/22  $12,726,000 ND $72,000 ND NA ND ND ND 3-4

8 Electronic Arts US West EA KPMG Yes No 3/31/22  $7,426,000 $90,000 ND ND 2-6 ND ND ND 2-7

9 ServiceNow   US West NOW PWC No Yes 12/31/22  $7,245,000 ND ND ND 3-5 $1,111,000 $566,000 $358,000 5

10 Workday   US West WDAY EY No Yes 1/31/23  $6,215,818 ND ND ND ND $612,042 $292,437 174,611 5

11 Palo Alto  
Networks

US West PANW EY Yes Yes 7/31/22  $5,501,500 $130,900 ND $62,400 3-5 $867,800 $458,800 $362,100 1-5

12 Take Two  
Interactive

US Mid 
Atlantic

TTWO EY Yes No 3/31/22  $5,349,900 $1,101,300 $492,800 $179,700  1-2.5 ND ND ND  ND 

13 Synopsys US West SNPS KMPG Yes Yes 10/29/22  $5,081,542 $2,566 $2,493 $2,672 1-10 $96,509 ND $73,026 ND

14 Autodesk US West ADSK EY No Yes 1/31/23  $5,005,000 ND ND  ND 3 $133,000 $132,500 $138,000 ND

15 Zoom Video US West ZM KPMG Yes Yes 1/31/23  $4,392,960 $51,533 $18,000 ND 3 $403,241 $298,629 $259,368 3

16 Twilio US West TWLO KPMG Yes Yes 12/31/22  $3,826,321 $123,760 $65,400 ND 3 $239,100 ND $57,913 5

17 Splunk  US West SPLK PWC Yes Yes 1/31/23  $3,653,708 $18,060 $13,900 $12,800 3 $359,489 $156,200 $111,205 5

18 Akamai US New 
England

AKAM PWC Yes Yes 12/31/22  $3,616,654 $574,361 $217,036 $69,871 2-7 $37,316 $47,416 $52,691 3

19 Cadence Design 
Systems

US West CDNS PWC No Yes 12/31/22  $3,561,718 ND ND ND 2-7 ND $41,700 $40,500 3

20 Open Text Corp. Canada OTEX KMPG Yes Yes 6/30/22  $3,493,844 $47,179 $18,200 ND 3-5 $82,562 $39,852 $26,255 6

21 Gen Digital US West GEN KMPG No No 4/1/22  $3,338,000 $6,000 ND ND 3 ND NA ND ND 

22 F5   US West FFIV PWC No Yes 9/30/22  $2,695,845 $30,816 ND ND 3-5 $77,220 $37,897 $38,513 3-4.5

23 DocuSign   US West DOCU PWC Yes Yes 1/31/23  $2,515,915 $45,099 $66,100 $19,700 3-5 $355,389 $179,898 $134,964 5

24 Dropbox   US West DBX EY No Yes 12/31/22  $2,324,900 ND ND ND ND $59,300 $42,300 $39,500 5

25 Crowdstrike    US  
Southwest

CRWD PWC Yes Yes 1/31/23  $2,241,236 $78,703 $49,300 $21,500 3 ND $99,397 ND 4

26 Veeva Systems US West VEEV KPMG No Yes 1/31/23  $2,155,080 ND ND ND 3 $31,825 $20,815 $22,096 1-3

27 Snowflake   US West SNOW PWC Yes Yes 1/31/23  $2,065,659 $67,132 $24,012 $10,200 3 $213,187 $95,107 $57,445 5

28 Ansys US Mid 
Atlantic

ANSS Deloitte No No 12/31/22  $2,065,553 ND ND ND 9 ND ND ND 5

29 RingCentral   US West RNG KPMG Yes Yes 12/31/22  $1,988,330 $119,400 $59,200 ND 3-5 $597,444 $235,869 $115,184 5

30 PTC US New 
England

PTC PWC Yes Yes 9/30/22  $1,933,347 $0 $0 $22,877 3-5 $117,700 $40,700 $50,900 5

31 Palantir  
Technologies  

US West PLTR EY No No 12/31/22  $1,905,871 ND ND ND ND ND ND ND ND

32 Okta   US West OKTA EY Yes Yes 1/31/23  $1,858,000 $20,000 $9,000 $4,000 3 $302,000 $121,000 $84,000 5

33 Tyler  
Technologies

US  
Southwest

TYL EY Yes Yes 12/31/22  $1,850,204 $48,189 $27,622 $6,507 3-5 $43,800 ND $15,400  3-7 

34 Teradata US West TDC PWC Yes Yes 12/31/22  $1,795,000 $8,000 $3,000 $5,000 3 $92,000 $37,000 $11,000 4

35 HubSpot   US New 
England

HUBS PWC Yes Yes 12/31/22  $1,730,969 $63,790 $44,345 $32,000 2-5 $137,551 $115,600 $80,500 1-3

36 Datadog   US Mid 
Atlantic

DDOG Deloitte Yes Yes 12/31/22  $1,675,100 $80,797 $29,628 ND 2 $88,400 $51,098 $28,003 4

37 National  
Instruments

US  
Southwest

NATI EY Yes No 12/31/22  $1,656,975 $3,489 $388 ND 3-6 ND ND ND ND

38 Qualtrics  
International   

US West XM KPMG No Yes 12/31/22  $1,458,628 $37,237 ND $19,400 2 $264,871 $133,234 $71,623 5

39 Unity Software   US West U EY Yes Yes 12/31/22  $1,391,024 $4,102 $5,700 ND 2-3 $14,100 ND $9,400 3

40 Paycom  
Software   

US  
Southwest

PAYC Grant 
Thornton

Yes Yes 12/31/22  $1,375,218 $47,820 $66,400 $47,300 3 $325,457 $97,978 $45,440 10

41 Nutanix US West NTNX Deloitte No Yes 7/31/22  $1,307,682 NA ND ND ND $367,590 $229,524 ND ND

42 MongoDB   US Mid 
Atlantic

MDB PWC No Yes 1/31/23  $1,284,040 ND ND ND ND $83,550 $49,077 ND 5

43 Ceridian HCM US Midwest CDAY KPMG Yes Yes 12/31/22  $1,246,200 $133,400 ND $43,500 2-7 $151,200 ND $48,900 10

44 Dynatrace   US New 
England

DT BDO No Yes 3/31/23  $1,158,530 $20,391 ND $200 3-5 $169,261 $45,191 $76,008 3

45 Bentley Systems   US Mid 
Atlantic

BSY KPMG Yes No 12/31/22  $1,099,082 ND $7,060 $6,626 3 ND ND ND ND

46 Zoominfo  
Technologies   

US West ZI KPMG Yes Yes 12/31/22  $1,098,000 $12,232 ND ND 4 $73,300 $79,900 $65,900 1-3

47 Zscaler   US West ZS PWC Yes Yes 7/31/22  $1,090,946 $41,496 $32,700 $13,000 3 $297,002 $158,503 $68,531 5

48 UiPath  US Mid 
Atlantic

PATH Grant 
Thornton

Yes Yes 1/31/23  $1,058,581 $7,000 $3,000 $1,300 5 $187,503 $118,909 $59,826 5

49 Blackbaud   US  
Southeast

BLKB PWC Yes Yes 12/31/22  $1,058,105 $141,023 $58,774 $36,800 3-7 $74,272 ND $33,600 5

50 Box US West BOX EY Yes Yes 1/31/23  $990,874 ND $12,064 ND 5 $120,039 $54,987 $53,522 5

51 Cloudflare   US West NET KPMG Yes Yes 12/31/22  $975,241 $54,513 $19,758 $20,200 3 $93,145 $67,940 $45,115 3

52 2U   US Mid 
Atlantic

TWOU KPMG Yes No 12/31/22  $963,080 $94,140 ND $20,264 3-5 $500 ND NA ND

53 New Relic   US West NEWR Deloitte Yes Yes 3/31/23  $925,626 $24,206 $19,500 $14,100 3  ND  $23,500 $25,400 3

54 ZipRecruiter   US West ZIP PWC Yes Yes 12/31/22  $904,649 $15,758 $7,300 $7,900 3 $9,683 $1,032 $5,400 3

55 Alteryx   US West AYX Deloitte Yes Yes 12/31/22  $855,354 $13,205 $11,890 ND 3-4 $96,239 $105,623 $77,904 4

56 Paylocity   US Midwest PCTY KPMG Yes Yes 6/30/22  $852,651 $61,985 $42,200 $19,261 2-3 $72,572 $145,718 $35,747 7

57 Guidewire  
Software   

US West GWRE KPMG Yes Yes 7/31/22  $812,614 $15,918 $12,266 $6,300 3-5 ND $10,174 ND 5

58 Commvault US Mid 
Atlantic

CVLT EY No Yes 3/31/22  $784,590 ND ND ND ND $59,612 $30,529 $22,626 5

59 Five9   US West FIVN KPMG Yes Yes 12/31/22  $778,846 $2,867 $3,899 ND 3 ND $47,300 ND 5

60 Manhattan  
Associates

US  
Southeast

MANH EY No Yes 12/31/22  $767,084 ND ND NA ND $29,900 ND $7,500 ND

61 Smartsheet  US West SMAR Deloitte Yes Yes 1/31/23  $766,915 ND $11,000 $7,660 3 ND $77,566 $47,093 3

62 Procore  
Technologies   

US West PCOR PWC Yes Yes 12/31/22  $720,203 $58,577 $33,648 $10,900 2 $64,077 $41,750 $20,592 4

63 Rapid7 US New 
England

RPD KPMG Yes Yes 12/31/22  $685,083 $29,760 $17,145 $5,484 3 $103,075 $51,054 $35,144 5

64 Samsara   US West IOT Deloitte Yes Yes 1/29/23  $652,545 $8,744 $6,270 $3,901 2 $140,166 $72,519 $50,110 5

65 Bill.com US West BILL EY Yes Yes 6/30/22  $641,959 $10,053 $10,259 $2,366 3 $14,647 ND $5,200 4-10

66 Sprinklr   US Mid 
Atlantic

CXM KPMG Yes Yes 1/31/23  $618,190 $15,402 $12,900 $5,903 3 $113,500 ND $44,700 5

67 LiveRamp   US West RAMP KPMG No Yes 3/31/23  $596,583 ND ND ND 4 $37,030 $6,800 ND 4

68 Confluent   US West CFLT PWC Yes Yes 12/31/22  $585,944 $18,071 $10,334 ND 3 $35,883 $62,799 $37,339 5

69 DigitalOcean   US Mid 
Atlantic

DOCN EY Yes No 12/31/22  $576,322 $32,965 $10,636 $12,117 3 ND ND ND ND

70 Q2 Holdings   US  
Southwest

QTWO EY Yes Yes 12/31/22  $565,673 $25,309 $21,500 $3,000 3-5 $47,527 $14,200 $11,700 5-7

71 Asana   US West ASAN PWC Yes Yes 1/31/23  $547,212 $4,035 $2,756 $1,074 3 $36,583 $28,910 $15,098 3

72 Workiva  US Midwest WK EY No Yes 12/31/22  $537,875 ND ND ND ND $72,032 $72,000 $44,000 3

73 BlackLine   US West BL PWC Yes Yes 12/31/22  $522,938 $32,070 $19,208 $13,600 3 $89,100 $38,839 $29,700 5

74 Freshworks  US West FRSH Deloitte Yes Yes 12/31/22  $497,999 $11,200 $6,800 $3,200 3 $39,675 $28,560 $18,532 3

75 Qualys   US West QLYS Grant 
Thornton

No Yes 12/31/22  $489,723 ND ND ND ND $15,108 ND $5,000 5

76 Momentive  
Global  

US West MNTV EY Yes Yes 12/31/22  $480,917 $29,595 $8,205 $9,400 3 $24,082 ND $9,500 4

77 Jamf Holding   US Midwest JAMF EY No Yes 12/31/22  $478,776 ND ND ND 3 $57,295 $31,134 $16,563 5

78 HashiCorp    US West HCP Deloitte Yes Yes 1/31/23  $475,889 $19,314 $13,000 $3,400 5 $124,098 $78,146 $43,379 5

79 AppFolio   US West APPF PWC Yes Yes 12/31/22  $471,883 $35,315 $17,700 $23,600 3 $15,800 ND $8,100 3

80 Appian  
Corporation

US Mid 
Atlantic

APPN BDO No Yes 12/31/22  $467,991 ND ND ND NA $85,984 $49,816 $37,517 5

81 SPS Commerce  US Midwest SPSC KPMG Yes Yes 12/31/22  $450,875 $16,442 ND ND 3 $70,179 $72,509 ND 2

82 Fastly   US West FSLY Deloitte Yes Yes 12/31/22  $432,725 $39,602 $18,146 $8,600 3 $50,523 ND $8,916 5

83 Everbridge   US New 
England

EVBG EY Yes Yes 12/31/22  $431,892 $27,370 $17,100 $12,500 3 $37,600 $23,063 $18,251 4

84 GitLab  US West GTLB KPMG No Yes 1/31/23  $424,336 ND ND ND NA $42,133 $47,985 $44,958 3

85 SentinelOne   US West S Deloitte Yes Yes 1/31/23  $422,179 $24,633 $17,500 $4,100 4 $93,440 $61,289 $36,417 4

86 Yext   US Mid 
Atlantic

YEXT EY Yes Yes 1/31/23  $400,850 $5,200 ND $7,400 2-3 $52,060 $29,400 $38,600 3

87 Zuora   US West ZUO KPMG Yes Yes 1/31/23  $396,087 $14,138 $7,066 ND 3 $44,532 $22,802 $19,291 5

88 PagerDuty   US West PD EY Yes Yes 1/31/23  $370,793 $8,800 $4,800 ND 3 $46,389 $22,805 $19,247 4

89 Consensus  
Cloud

US West CCSI BDO No No 12/31/22  $362,422 ND ND ND 1-5 ND ND ND ND

90 Braze   US Mid 
Atlantic

BRZE EY Yes Yes 1/31/23  $355,426 $5,160 $2,000 $1,700 3 $48,451 $30,469 $23,639 4

91 Sumo Logic   US West SUMO PWC Yes Yes 1/31/23  $302,917 $2,800 $2,100 $600 3 $50,369 $20,764 $20,194 5

92 Duck Creek Tech US New 
England

DCT KPMG Yes Yes 8/31/22  $302,917 $4,704 $1,844 $2,355 3 $14,682 $1,874 $2,500 8

93 Jfrog US West FROG EY No Yes 12/31/22  $280,040 ND ND ND 3 $21,603 $7,212 $7,200 4 

94 BigCommerce  
Holdings

US  
Southwest

BIGC EY Yes Yes 12/31/22  $279,075 $2,800 ND ND 3 $13,208 $8,900 $5,200 4

95 C3.ai   US West AI Deloitte Yes Yes 4/30/23  $266,795 ND $3,000 $1,100 ND $20,700 $16,000 $4,900 5

96 Sprout Social   US Midwest SPT PWC Yes Yes 12/31/22  $253,828 $335 ND ND ND $40,007 $30,328 $18,638 3

97 Amplitude   US West AMPL KPMG Yes Yes 12/31/22  $238,067 $4,891 $3,530 $1,247 3 $36,717 $17,740 $9,708 5

98 Domo   US West DOMO EY Yes Yes 1/31/23  $210,180 $14,686 $8,200 $5,000 3 $38,207 $16,999 $17,100 4

99 nCino   US  
Southeast

NCNO EY No Yes 1/31/23  $204,293 ND ND ND ND $27,615 $12,235 $8,500 4-5

100
Olo  US Mid 

Atlantic
OLO EY Yes Yes 12/31/22  $185,404 $9,977 $8,480 $1,700 ND $7,022 $4,485 $3,646 3
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Footnotes from Top 100 SaaS Companies’ 10-Ks

1 Microsoft

Cost of revenue includes manufacturing and distribution 
costs for products sold and programs licensed; operating 
costs related to product support service centers and product 
distribution centers; costs incurred to include software on 
PCs sold by original equipment manufacturers (“OEM”) to 
drive traffic to our websites and to acquire online advertising 
space; costs incurred to support and maintain online 
products and services, including datacenter costs and 
royalties; warranty costs; inventory valuation adjustments; 
costs associated with the delivery of consulting services and 
the amortization of capitalized software development costs. 
Capitalized software development costs are amortized over 
the estimated lives of the products.

Footnotes have no discussion of capitalization of 
commissions...

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

2 Oracle Corp

All research and development costs are expensed as 
incurred in accordance with ASC 730, Research and 
Development. Software development costs required to be 
capitalized under ASC 985-20, Costs of Software to be Sold, 
Leased or Marketed, and under ASC 350-40.

Footnotes have no discussion of capitalization of 
commissions...

Internal use software were not 
material to our consolidated 
financial statements in fiscal 
2023, 2022 and 2021.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

3 Salesforce, Inc. Footnotes have no discussion of specific data on 
capitalization of software development.

The company capitalizes incremental costs of obtaining 
revenue contracts related to non-cancellable cloud services 
subscription, ongoing cloud services support and license 
support and updates. For contracts with on-premise software 
licenses where revenue is recognized upfront when the 
software is made available to the customer, costs allocable 
to those licenses are expensed as they are incurred. 
Capitalized amounts consist primarily of sales commissions 
paid to the company’s direct sales force. Capitalized 
amounts also include (1) amounts paid to employees other 
than the direct sales force who earn incentive payouts 
under annual compensation plans that are tied to the value 
of contracts acquired, (2) commissions paid to employees 
upon renewals of subscription and support contracts, (3) the 
associated payroll taxes and fringe benefit costs associated 
with the payments to the company’s employees, and (4) to 
a lesser extent, success fees paid to partners in emerging 
markets where the company has a limited presence. 

Costs capitalized related to new revenue contracts are 
amortized on a straight-line basis over four years, which is 
longer than the typical initial contract period, but reflects 
the estimated average period of benefit, including expected 
contract renewals. In arriving at this average period of 
benefit, the company evaluated both qualitative and 
quantitative factors, which included the estimated lifecycles 
of its offerings and its customer attrition. Additionally, the 
company amortizes capitalized costs for renewals and 
success fees paid to partners over two years.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

4 Adobe, Inc. Footnotes have no discussion of specific data on 
capitalization of software development.

Capitalized costs to obtain a contract are amortized over  
the expected period of benefit, which we have determined 
based on analysis to be five years. We evaluated qualitative 
and quantitative factors to determine the period of 
amortization, including contract length, renewals, customer 
life and the useful lives of products and acquired products. 
When the expected period of benefit of an asset which would 
be capitalized is less than one year, we expense the amount 
as incurred, utilizing the practical expedient. We regularly 
evaluate whether there have been changes in the underlying 
assumptions and data used to determine the amortization 
period.

Footnotes have no discussion 
of specific data on software 
development.

We recognize an asset for 
the incremental costs of 
obtaining a contract with a 
customer if we expect the 
benefit of those costs to be 
longer than one year. We have 
determined that certain sales 
incentive programs meet the 
requirements to be capitalized. 
The costs capitalized are 
primarily sales commissions 
paid to our sales force 
personnel. Capitalized costs 
may also include portions of 
fringe benefits and payroll taxes 
associated with compensation 
for incremental costs to 
acquire customer contracts 
and incentive payments to 
partners. Capitalized costs to 
obtain a contract are amortized 
over the expected period 
of benefit, which we have 
determined, based on analysis, 
to be 5 years. Amortization of 
capitalized costs are included 
in sales and marketing expense 
in our Consolidated Statements 
of Income. During fiscal 2022, 
2021 and 2020, we amortized 
$238 million, $212 million and 
$186 million of capitalized 
contract acquisition costs into 
sales and marketing expense, 
respectively. We did not incur 
any impairment losses for all 
periods presented. Capitalized 
contract acquisition costs were 
$629 million and $611 million 
as of December 2, 2022 and 
December 3, 2021, of which 
$406 million was long-term and 
included in other assets in the 
Consolidated Balance Sheets 
for both periods presented. 
The remaining balance of the 
capitalized costs to obtain 
contracts was current and 
included in prepaid expenses 
and other current assets.

5 Block, Inc.

The company capitalizes certain costs incurred in  
developing internal-use software when capitalization 
requirements have been met. Costs prior to meeting the 
capitalization requirements are expensed as incurred. 
Capitalized costs are included in property and equipment, 
net, and amortized on a straight-lined basis over the 
estimated useful life of the software and included in  
product development costs on the consolidated  
statements of operations.

Footnotes have no discussion of capitalization of 
commissions...

The company capitalizes certain 
costs incurred in developing 
internal-use software when 
capitalization requirements 
have been met. Costs prior 
to meeting the capitalization 
requirements are expensed 
as incurred. Capitalized costs 
are included in property and 
equipment, net, and amortized 
on a straight-lined basis over 
the estimated useful life of 
the software and included in 
product development costs on 
the consolidated statements of 
operations.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

6 VMWare, Inc.

Costs associated with internal-use software, including 
those used to provide hosted services, during the 
application development stage are capitalized. 
Capitalization of costs begins when the preliminary project 
stage is completed, management has committed to 
funding the project, and it is probable that the project will 
be completed and the software will be used to perform the 
function intended. Capitalization ceases, and depreciation 
begins, at the point when the project is substantially 
complete and is ready for its intended purpose. The 
capitalized amounts are included in property and 
equipment, net on the consolidated balance sheets. 
Development costs of software to be sold, leased or 
otherwise marketed are subject to capitalization beginning 
when technological feasibility for the product has been 
established and ending when the product is available for 
general release. During the years presented, software 
development costs incurred for products during the time 
period between reaching technological feasibility and 
general release were not material and accordingly were 
expensed as incurred.

Sales commissions, including the employer portion of payroll 
taxes, earned by our sales force are considered incremental 
and recoverable costs of obtaining a contract and are 
deferred and generally amortized on a straight-line basis 
over the expected period of benefit. The expected period of 
benefit is generally determined using the contract term or 
underlying technology life, if renewals are expected and the 
renewal commissions are not commensurate with the initial 
commissions. The determination of the expected period 
of benefit requires us to make significant estimates and 
assumptions, including the life of the underlying technology 
and the estimated period of contract renewal. We believe the 
assumptions and estimates we have made are reasonable. 
Differences in the estimated period of benefit could have a 
significant impact on the timing and amount of amortization 
expense recognized.

Footnotes have no discussion 
of specific data on software 
development.

Deferred commissions are 
classified as current or non-
current based on the duration 
of the expected period of 
benefit. Deferred commissions, 
including the employer portion 
of payroll taxes, included in 
other current assets as of 
February 3, 2023, and January 
28, 2022 were not material 
and $17 million, respectively. 
Deferred commissions included 
in other assets were $1.5 billion 
and $1.2 billion as of February 
3, 2023 and January 28, 2022, 
respectively. 
Amortization expense for 
deferred commissions was 
included in sales and marketing 
on the consolidated statements 
of income and was $642 
million, $517 million and $437 
million during the years ended 
February 3, 2023, January 28, 
2022 and January 29, 2021, 
respectively.

7 Intuit, Inc. 

We expense software development costs as we incur them 
until technological feasibility has been established, at which 
time those costs are capitalized until the product is available 
for general release to customers. To date, our software 
has been available for general release concurrent with the 
establishment of technological feasibility and, accordingly, 
we have not capitalized any development costs. Costs we 
incur to enhance our existing products or after the general 
release of the service using the product are expensed in 
the period they are incurred and included in research and 
development expense in our consolidated statements of 
operations. We capitalize costs related to development 
of hosted services that we provide to our customers 
and internal use of enterprise-level business and finance 
software in support of our operational needs. Costs incurred 
in the application development phase are capitalized and 
amortized on a straight-line basis over their useful lives, 
which are generally three to six years. Costs related to 
planning and other preliminary project activities and to post-
implementation activities are expensed as incurred. We test 
these assets for impairment whenever events or changes in 
circumstances occur that could impact their recoverability. 

Our internal sales commissions are considered incremental 
costs of obtaining the contract with a customer. Internal 
sales commissions for subscription offerings where we 
expect the benefit of those costs to continue longer than 
one year are capitalized and amortized ratably over the 
period of benefit, which ranges from three to four years. Total 
capitalized costs to obtain a contract are not significant and 
are included in prepaid expenses and other current assets 
and other assets on our consolidated balance sheets. We 
apply a practical expedient to expense costs incurred to 
obtain a contract with a customer when the period of benefit 
is less than one year. These costs primarily include internal 
and external sales commissions for our consumer and 
professional tax offerings.

We capitalized internal use 
software costs totaling $72 
million for the 12 months ended 
July 31, 2022; $72 million for 
the 12 months ended July 
31, 2021; and $78 million for 
the 12 months ended July 31, 
2020. These amounts included 
capitalized labor costs of $13 
million, $30 million, and $40 
million, respectively. Costs 
related to internal use software 
projects are included in the 
capital in progress category of 
property and equipment until 
project completion, at which 
time they are transferred to the 
computer software category.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

8 Electronic Arts, 
Inc.

Research and development costs, which consist primarily 
of software development costs, are expensed as incurred. 
We are required to capitalize software development 
costs incurred for computer software to be sold, leased 
or otherwise marketed after technological feasibility of 
the software is established or for development costs that 
have alternative future uses. Under our current practice of 
developing new games, the technological feasibility of the 
underlying software is not established until substantially 
all product development and testing is complete, which 
generally includes the development of a working model. 
Software development costs that have been capitalized  
to date have been insignificant.

Footnotes have no discussion of capitalization of 
commissions...

Footnotes have no 
discussion of specific data 
on capitalization of software 
development. 

Footnotes have no discussion 
of specific data on capitalized 
commissions..

9 ServiceNow, Inc.

Software development costs for software to be sold, leased 
or otherwise marketed are expensed as incurred until the 
establishment of technological feasibility, at which time 
those costs are capitalized until the product is available 
for general release to customers and amortized over the 
estimated life of the product. Costs and time incurred 
between the establishment of technological feasibility and 
product release have not been material, and all software 
development costs have been charged to research and 
development expense in our consolidated statements of 
comprehensive income.

Deferred commissions are the incremental selling costs 
that are associated with acquiring customer contracts and 
consist primarily of sales commissions paid to our sales 
organization and referral fees paid to independent third 
parties. Deferred commissions also include the associated 
payroll taxes and fringe benefit costs associated with 
payments to our sales employees to the extent they are 
incremental. Commissions and referral fees earned upon 
the execution of initial and expansion contracts are primarily 
deferred and amortized over a period of benefit that we have 
determined to be five years. Commissions earned upon the 
renewal of customer contracts are deferred and amortized 
over the average renewal term. Additionally, for self-hosted 
offerings, consistent with the recognition of subscription 
revenue for self-hosted offerings, a portion of the 
commission cost is expensed upfront when the self-hosted 
offering is made available and the remaining portion of the 
commission cost is expensed over the period of benefit. We 
determine the period of benefit by taking into consideration 
our customer contracts, our technology lifecycle and other 
factors. The amortization of deferred commissions is 
included in sales and marketing expense in our consolidated 
statements of comprehensive income. There was no 
impairment loss in relation to the incremental selling costs 
capitalized for all periods presented.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

10 Workday, Inc. Footnotes have no discussion of specific data on 
capitalization of software development.

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for new revenue 
contracts are capitalized and then amortized on a straight-
line basis over a period of benefit that we have determined to 
be five years. We determined the period of benefit by taking 
into consideration our customer contracts, our technology 
and other factors. Periodically, we review whether events or 
changes in circumstances have occurred that could impact 
the period of benefit. Any future changes in circumstances 
around the terms of our initial and renewal contracts, 
customer attrition, underlying technology life and certain 
other factors may materially change the period of benefit 
and therefore the amortization amounts recognized on the 
consolidated statements of operations. There was no  
change to the period of benefit during the periods presented.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development. 

Deferred costs, which consist 
of deferred sales commissions, 
were $612 million and $494 
million as of January 31, 
2023, and 2022, respectively. 
Amortization expense for 
the deferred costs was $175 
million, $139 million, and $113 
million for fiscal 2023, 2022  
and 2021, respectively. There 
was no impairment loss in 
relation to the costs capitalized 
for the periods presented.

11 Palo Alto  
Networks, Inc. 

Internally developed software includes security software 
developed to meet our internal needs to provide cloud-
based subscription offerings to our end-customers and 
business software that we customize to meet our specific 
operational needs. These capitalized costs consist of 
internal compensation related costs and external direct 
costs incurred during the application development stage 
and will be amortized over a useful life of three to five years. 
The costs to develop software that is marketed externally 
have not been capitalized as we believe our current software 
development process is essentially completed concurrent 
with the establishment of technological feasibility. As such, 
all related software development costs are expensed as 
incurred and included in research and development expense 
in our consolidated statements of operations.

We defer contract costs that are recoverable and incremental 
to obtaining customer sales contracts. Contract costs, which 
primarily consist of sales commissions, are amortized on 
a systematic basis that is consistent with the transfer to 
the customer of the goods or services to which the asset 
relates. Sales commissions for initial contracts that are not 
commensurate with renewal commissions are amortized 
over a benefit period of five years, consistent with the 
revenue recognition pattern of the performance obligations 
in the related contracts including expected renewals. The 
benefit period is determined by taking into consideration 
contract length, technology life and other quantitative and 
qualitative factors. The expected renewals are estimated 
based on historical renewal trends. Sales commissions 
for initial contracts that are commensurate and sales 
commissions for renewal contracts are amortized over 
the related contractual period in proportion to the revenue 
recognized.

As of July 31, 2022 and 
2021, we capitalized as other 
assets on our consolidated 
balance sheets $130.9 million 
and $114.8 million in costs, 
respectively, net of accumulated 
amortization, for security 
software developed to meet 
our internal needs to provide 
our cloud-based subscription 
offerings. We recognized 
amortization expense of 
$62.4 million, $47.8 million 
and $31.3 million related to 
these capitalized costs as cost 
of subscription and support 
revenue in our consolidated 
statements of operations during 
the years ended July 31, 2022, 
2021 and 2020, respectively.

We classify deferred contract 
costs as short-term or long-
term based on when we expect 
to recognize the expense. 
The amortization of deferred 
contract costs is included in 
sales and marketing expense in 
our consolidated statements of 
operations. Deferred contract 
costs are periodically reviewed 
for impairment. We did not 
recognize any impairment 
losses on our deferred contract 
costs during the years ended 
July 31, 2022, 2021 or 2020.

12
Take Two  
Interactive  
Software, Inc. 

We capitalize internal software development costs (including 
specifically identifiable payroll expense, employee stock-
based compensation and incentive compensation costs 
related to the completion and release of titles, as well as 
third-party production and other content costs), subsequent 
to establishing technological feasibility of a software title. 
Technological feasibility of a product includes the completion 
of both technical design documentation and game design 
documentation. Significant management judgments are 
made in the assessment of when technological feasibility is 
established. For products where proven technology exists, 
this may occur early in the development cycle. Technological 
feasibility is evaluated on a product-by-product basis. Prior  
to establishing technological feasibility of a product, we record 
any costs incurred by third-party developers as research and 
development expenses.

Footnotes have no discussion of capitalization of 
commissions..

Footnotes have no discussion 
of specific data on software 
development. 

Footnotes have no discussion 
of specific data on capitalized 
commissions.

13 Synopsys Footnotes have no discussion of specific data on 
capitalization of software development.

Footnotes have no discussion of capitalization  
of commissions.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

14 Autodesk, Inc. 

Software development costs for external use incurred prior 
to the establishment of technological feasibility are included 
in research and development expenses. Autodesk defines 
establishment of technological feasibility as the completion 
of a working model. Software development costs incurred 
subsequent to the establishment of technological feasibility 
through the period of general market availability of the 
products are capitalized and generally amortized over a  
two-year period, if material.

Sales commissions earned by our internal sales personnel 
and our reseller partners are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
The commission costs are capitalized and included in 
“prepaid expenses and other current assets” and “long-term 
other assets” on our consolidated balance sheets. The 
deferred costs are then amortized over the period of benefit. 
Autodesk determined that sales commissions earned 
by internal sales personnel that are related to contract 
renewals are commensurate with sales commissions earned 
on the initial contracts, and we determined the period of 
benefit to be the term of the respective customer contract. 
Commissions paid to our reseller partners that are related to 
contract renewals are not commensurate with commissions 
earned on the initial contract, and we determined the 
estimated period of benefit by taking into consideration 
customer retention data, customer contracts, our technology 
and other factors. Deferred costs are periodically reviewed 
for impairment. Amortization expense is included in 
marketing and sales expenses in the consolidated statement 
of operations.

Autodesk had no material 
capitalized software 
development costs at January 
31, 2023, and January 31, 2022.

Sales commissions earned by 
our internal sales personnel 
and our reseller partners are 
considered incremental and 
recoverable costs of obtaining 
a contract with a customer. 
The ending balance of assets 
recognized from costs to obtain 
a contract with a customer 
was $133 million and $139 
million as of January 31, 
2023, and January 31, 2022, 
respectively. These assets are 
recorded in “prepaid expenses 
and other current assets” and 
“long-term other assets” in the 
consolidated balance sheet. 
Amortization expense related 
to assets recognized from 
costs to obtain a contract with 
a customer was $138 million, 
$118 million and $97 million 
during fiscal years ended 
January 31, 2023, 2022 and 
2021, respectively. Autodesk did 
not recognize any contract cost 
impairment losses during the 
fiscal years ended January 31, 
2023, 2022 or 2021.

15
Zoom Video  
Communications, 
Inc.

We capitalize certain development costs related to our 
unified communications and collaboration platform during 
the application development stage as long as it is probable 
the project will be completed and the software will be used 
to perform the function intended. Capitalized software 
development costs are recorded as part of property and 
equipment, net. Costs related to preliminary project activities 
and post-implementation activities are expensed as incurred. 
Capitalized software development costs are amortized on a 
straight-line basis over the software’s estimated useful life, 
which is generally three years, and are recorded in cost of 
revenue in the consolidated statements of operations. We 
evaluate the useful lives of these assets on an annual basis 
and test for impairment whenever events or changes in 
circumstances occur that could impact the recoverability of 
these assets.

We primarily capitalize sales commissions and associated 
payroll taxes paid to internal sales personnel that are 
incremental costs from the acquisition of customer 
contracts. These costs are recorded as deferred contract 
acquisition costs in the consolidated balance sheets. We 
determine whether costs should be deferred based on 
our sales compensation plans and if the commissions 
are incremental and would not have occurred absent the 
customer contract. 

Sales commissions paid upon the initial acquisition of a 
customer contract are amortized over an estimated period 
of benefit of three years, which is typically greater than the 
contractual terms of the customer contracts. Significant 
judgment is required in arriving at this estimated period of 
benefit. We determine the period of benefit for commissions 
paid for the acquisition of the initial customer contract by 
taking into consideration the initial estimated customer 
life cycle and the technological life cycle of our unified 
communications and collaboration platform and related 
significant features. We do not pay sales commissions 
upon contract renewal. Amortization is recognized on 
a straight-line basis commensurate with the pattern of 
revenue recognition.

We have capitalized $18.0 
million, $20.2 million and $19.4 
million of software development 
costs during the fiscal years 
ended January 31, 2023, 2022 
and 2021, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

16 Twilio

Certain costs of platform and other software applications 
developed for internal use are capitalized. The company 
capitalizes qualifying internal-use software development 
costs that are incurred during the application development 
stage. Capitalization of costs begins when two criteria are 
met: (i) the preliminary project stage is completed and (ii) 
it is probable that the software will be completed and used 
for its intended function. Capitalization ceases when the 
software is substantially complete and ready for its intended 
use, including the completion of all significant testing. The 
company also capitalizes costs related to specific upgrades 
and enhancements when it is probable the expenditures 
will result in additional functionality. Costs incurred for 
maintenance, minor upgrades and enhancements are 
expensed. Costs related to preliminary project activities and 
post-implementation operating activities are also expensed 
as incurred. 

Capitalized costs of platform and other software applications 
are included in property and equipment. These costs are 
amortized over the estimated useful life of the software 
on a straight-line basis over three years. Management 
evaluates the useful life of these assets on an annual basis 
and tests for impairment whenever events or changes in 
circumstances occur that could impact the recoverability 
of these assets. The amortization of costs related to the 
platform applications is included in cost of revenue, while the 
amortization of costs related to other software applications 
developed for internal use is included in operating expenses.

The company records an asset for the incremental costs 
of obtaining a contract with a customer, for example, 
sales commissions that are earned upon execution of 
contracts. The company uses the portfolio of data method 
to determine the estimated period of benefit of capitalized 
commissions which is generally determined to be up to five 
years. Amortization expense related to these capitalized 
costs related to initial contracts, upsells and renewals is 
recognized on a straight-line basis over the estimated period 
of benefit of the capitalized commissions. The company 
applies the optional exemption of expensing these costs as 
incurred with amortization periods of one year or less.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development.

Total net capitalized 
commission costs as of 
December 31, 2022 and 2021, 
were $239.1 million and $193.4 
million, respectively, and are 
included in prepaid expenses 
and other current assets and 
other long-term assets in the 
accompanying consolidated 
balance sheets. Amortization of 
these assets was $57.9 million, 
$31.5 million and $13.3 million 
in the years ended December 
31, 2022, 2021 and 2020, 
respectively, and is included in 
sales and marketing expense in 
the accompanying consolidated 
statements of operations.

17 Splunk, Inc.

Development costs for software to be sold, leased or 
otherwise marketed are capitalized beginning when a 
product’s technological feasibility has been established 
by completion of a working model of the product and 
amortization begins when a product is available for general 
release to customers. The costs incurred and periods 
between the achievement of technological feasibility and 
general release of our products have been insignificant. 
We capitalize certain costs incurred in connection with the 
development of software for internal use (“development 
costs”) and the implementation of cloud computing 
services and on-premise software purchased for internal 
use (“implementation costs”). Costs incurred during the 
preliminary planning and evaluation stage of each project 
and during the post implementation operational stage are 
expensed as incurred. Costs incurred during the application 
development stage, which includes configuration and 
coding activities, of each project are capitalized. Capitalized 
development costs are included in “property and equipment, 
net” on our consolidated balance sheets. The current  
portion of capitalized implementation costs are included 
in “prepaid expenses and other current assets” and the 
non-current portion are included in “other assets” on our 
consolidated balance sheets.

Sales commissions paid to our sales force and the related 
payroll taxes are considered incremental and recoverable 
costs of obtaining a contract with a customer. Costs related 
to new cloud services and term license contracts are 
amortized in proportion to the transfer of related services 
and delivery of licenses, including renewals, over the average 
period of benefit. We have determined that the average 
period of benefit related to these costs is five years, which 
is longer than our customers’ initial contract periods, but 
reflects the average period of benefit, including expected 
contract renewals. In arriving at this average period of 
benefit, we considered the nature of our customer contracts, 
the duration of our relationships with customers and the 
estimated life cycles of our technology. Costs related 
to renewals are amortized over the contract period. In 
capitalizing and amortizing deferred commissions, we have 
elected to apply a portfolio approach.

We capitalized $12.9 
million and $20.3 million of 
development costs in fiscal 
2022 and 2021, respectively, 
and capitalized $22.1 million of 
implementation costs in fiscal 
2021. We did not capitalize 
any implementation costs in 
fiscal 2022. Development costs 
capitalized are amortized on 
a straight-line basis over their 
estimated useful life of three 
years and implementation 
costs capitalized are amortized 
on a straight-line basis 
over the term of the related 
arrangement. We recognized 
$7.1 million and $1.5 million in 
amortization expense related to 
capitalized implementation and 
development costs during fiscal 
2022 and 2021, respectively, 
and no amortization expense 
was recognized during fiscal 
2020.

Footnotes have no discussion 
of specific data on capitalized 
commissions.. 

18
Akamai  
Technologies, 
Inc.

We capitalize salaries and related costs, including stock-
based compensation, of employees and consultants who 
devote time to the development of internal-use software 
development projects, as well as interest expense related 
to our senior convertible notes. Capitalization begins during 
the application development stage, once the preliminary 
project stage has been completed. If a project constitutes an 
enhancement to previously-developed software, we assess 
whether the enhancement creates additional functionality 
to the software, thus qualifying the work incurred for 
capitalization. Once the project is available for general 
release, capitalization ceases and we estimate the useful life 
of the asset and begin amortization. We periodically assess 
whether triggering events are present to review internal-use 
software for impairment. Changes in our estimates related to 
internal-use software would increase or decrease operating 
expenses or amortization recorded during the period. 

The company capitalizes incremental costs associated 
with obtaining customer contracts, specifically certain 
commission and incentive payments. The company pays 
commissions and incentives up-front based on contract 
value upon signing a new arrangement with a customer 
and upon renewal and upgrades of existing contracts 
with customers if the renewal and upgrades result in 
an incremental increase in contract value. To the extent 
commissions and incentives are earned, the expenses, 
including estimated payroll taxes, are deferred on the 
company's consolidated balance sheet and amortized over 
the expected life of the customer arrangement on a straight-
line basis. Based on the nature of the company's unique 
technology and services, and the rate at which the company 
continually enhances and updates its technology, the 
expected life of the customer arrangement is determined to 
be approximately three years. Additionally, the company may 
pay commissions and incentives based upon contract value, 
rather than incremental increase in contract value, to certain 
sales groups within the company. For these commission 
arrangements, the company amortizes capitalized costs for 
contract renewals over an average renewal contract period of 
16 months. The company also incurs commission expense 
on an ongoing basis based upon revenue recognized. In 
these cases, no incremental costs are deferred, as the 
commissions are earned and expensed in the same period 
for which the associated revenue is recognized.

In addition to the amounts of 
stock-based compensation 
reported in the table above, 
the company’s consolidated 
statements of income for 
the years ended December 
31, 2022, 2021 and 2020 
also include stock-based 
compensation reflected as a 
component of amortization 
primarily consisting of 
capitalized internal-use 
software; the additional stock-
based compensation was $31.3 
million, $32.4 million and $29.6 
million, respectively, before 
taxes. 
 
The company uses the 
Black-Scholes option pricing 
model to determine the fair 
value of the company’s stock 
option awards. This model 
requires the input of subjective 
assumptions, including 
expected stock price volatility 
and the estimated term of 
each award. The estimated fair 
value of the company's stock-
based awards, less expected 
forfeitures, is amortized over 
the awards’ vesting period on 
a straight-line basis. Expected 
volatilities are based on the 
company’s historical stock 
price volatility and implied 
volatility from traded options 
in its stock. The company uses 
historical data to estimate 
the expected term of options 
granted within the valuation 
model. The risk-free interest 
rate for periods commensurate 
with the expected term of the 
option is based on the U.S. 
Treasury yield rate in effect at 
the time of grant. The expected 
dividend yield is zero, as the 
company currently does not 
pay a dividend and does not 
anticipate doing so in the future.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

19 Cadence Design 
Systems, Inc.

Software development costs are capitalized beginning when 
a product’s technological feasibility has been established 
by completion of a working model of the product and 
amortization begins when a product is available for general 
release to customers. The period between the achievement 
of technological feasibility and the general release of 
Cadence’s products has typically been of short duration. 

Cadence records an asset for the incremental costs of 
obtaining a contract with a customer, including direct 
sales commissions that are earned upon execution of the 
contract. Cadence uses the portfolio method to recognize 
the amortization expense related to these capitalized costs 
related to initial contracts and renewals and such expense 
is recognized over a period associated with the revenue of 
the related portfolio, which is generally two to three years for 
Cadence’s software arrangements and upon delivery for its 
hardware and IP arrangements. Incremental costs related to 
initial contracts and renewals are amortized over the period 
of the arrangement in each case because Cadence pays the 
same commission rate for both new contracts and renewals. 
Deferred sales commissions are tested for impairment on 
an ongoing basis when events or changes in circumstances 
indicate that the carrying amount may not be recoverable. An 
impairment is recognized to the extent that the amount of 
deferred sales commission exceeds the remaining expected 
gross margin (remaining revenue less remaining direct 
costs) on the goods and services to which the deferred sales 
commission relates. 

Costs incurred during fiscal 
2022, 2021 and 2020 were not 
material.

Total capitalized costs were 
$41.7 million and $43.9 million 
as of December 31, 2022, and 
January 1, 2022, respectively, 
and are included in other assets 
in Cadence’s consolidated 
balance sheet. Amortization 
of these assets was $40.5 
million, $40.1 million and $34.6 
million during fiscal 2022, 
2021 and 2020, respectively, 
and is included in sales and 
marketing expense in Cadence’s 
consolidated income statement.

20 Open Text Corp.

We capitalize software development costs in accordance 
with ASC Topic 350-40, “Internal-Use Software.” We capitalize 
costs for software to be used internally when we enter 
the application development stage. This occurs when 
we complete the preliminary project stage, management 
authorizes and commits to funding the project, and it 
is feasible that the project will be completed, and the 
software will perform the intended function. We cease 
to capitalize costs related to a software project when it 
enters the post-implementation and operation stage. If 
different determinations are made with respect to the state 
of development of a software project, then the amount 
capitalized and the amount charged to expense for that 
project could differ materially. 

Costs capitalized during the application development stage 
consist of payroll and related costs for employees who 
are directly associated with, and who devote time directly 
to, a project to develop software for internal use. We also 
capitalize the direct costs of materials and services, which 
generally includes outside contractors, and interest. We do 
not capitalize any general and administrative or overhead 
costs or costs incurred during the application development 
stage related to training or data conversion costs. Costs 
related to upgrades and enhancements to internal-use 
software, if those upgrades and enhancements result in 
additional functionality, are capitalized. If upgrades and 
enhancements do not result in additional functionality, those 
costs are expensed as incurred. If different determinations 
are made with respect to whether upgrades or enhancements 
to software projects would result in additional functionality, 
then the amount capitalized and the amount charged to 
expense for that project could differ materially.

Footnotes have no discussion of capitalization of 
commissions...

We amortize capitalized costs 
with respect to development 
projects for internal-use 
software when the software is 
ready for use. The capitalized 
software development costs 
are generally amortized using 
the straight-line method over 
a three-to-five-year period. In 
determining and reassessing 
the estimated useful life over 
which the cost incurred for the 
software should be amortized, 
we consider the effects of 
obsolescence, technology, 
competition and other 
economic factors. If different 
determinations are made with 
respect to the estimated useful 
life of the software, the amount 
of amortization charged in a 
particular period could differ 
materially. 

As of June 30, 2022 and 
2021 our capitalized software 
development costs were $149.1 
million and $127.7 million, 
respectively. Our additions, 
relating to capitalized software 
development costs, incurred 
during Fiscal 2022 and Fiscal 
2021 were $18.2 million and 
$15.4 million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

21 Gen Digital, Inc. 

The costs for the development of new software products 
and substantial enhancements to existing software products 
are expensed as incurred until technological feasibility has 
been established, at which time any additional costs would 
be capitalized in accordance with the accounting guidance 
for software. Because our current process for developing 
software is essentially completed concurrently with the 
establishment of technological feasibility, which occurs  
upon the completion of a working model, no costs have  
been capitalized for any of the periods presented.

Footnotes have no discussion of capitalization of 
commissions...

We capitalize qualifying costs 
incurred during the application 
development stage related to 
software developed for internal-
use and amortize them over the 
estimated useful life of 3 years. 
We expense costs incurred 
related to the planning and 
post-implementation phases 
of development as incurred. As 
of March 31, 2023, and April 1, 
2022, capitalized costs, net of 
amortization, were $6 million 
and $6 million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions..

22 F5, Inc.

The authoritative guidance requires certain internal 
software development costs related to software to be sold 
to be capitalized upon the establishment of technological 
feasibility. Capitalized software development costs are 
amortized over the remaining estimated economic life of 
the product. The company's software development costs 
incurred subsequent to achieving technological feasibility 
have not been significant and, as a result, all software 
development costs have been expensed as research and 
development activities as incurred.

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for initial service 
contracts and subscription offerings are deferred and then 
amortized as an expense on a straight-line basis over the 
period of benefit which management has determined to be 
4.5 years and 3 years, respectively.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions..

23 DocuSign

We capitalize certain costs incurred for the development 
of computer software for internal use. We capitalize these 
costs during the development of the software project, when 
it is determined that it is probable that the project will be 
completed and the software will be used as intended. Costs 
related to preliminary project activities, post-implementation 
activities, training and maintenance are expensed as 
incurred. Internal-use software is amortized on a straight-
line basis over its estimated useful life of three years, and 
the amortization expense is recorded as a component of 
cost of subscription services. Management evaluates the 
useful lives of these assets on an annual basis and tests for 
impairment whenever events or changes in circumstances 
occur that could impact the recoverability of these assets.

We capitalize sales commissions, certain parts of the 
company bonus and associated payroll taxes paid to internal 
sales personnel that are incremental to the acquisition of 
customer contracts as deferred contract acquisition costs 
in "prepaid expenses and other current assets" and "deferred 
contract acquisition costs—noncurrent" on our consolidated 
balance sheets. We determine whether costs should be 
deferred based on our sales compensation plans, if the 
commissions are in fact incremental and would not have 
occurred absent the customer contract.

Depreciation and amortization 
expenses associated with 
property and equipment was 
$65.5 million, $57.1 million 
and $45.5 million in the years 
ended January 31, 2023, 
2022 and 2021. This included 
amortization expense related to 
capitalized internally-developed 
software costs of $19.7 million, 
$10.3 million and $6.2 million in 
the respective years. 
 
We capitalized $66.1 million, 
$39.0 million and $29.3 million 
of internally developed software 
costs, including $19.2 million, 
$9.8 million and $7.2 million 
of capitalized stock-based 
compensation in the years 
ended January 31, 2023, 2022 
and 2021.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

24 Dropbox

The company capitalizes certain costs related to developed 
or modified software solely for its internal use and cloud-
based applications used to deliver its platform. The company 
capitalizes costs during the application development stage 
once the preliminary project stage is complete, management 
authorizes and commits to funding the project, and it is 
probable that the project will be completed and that the 
software will be used to perform the function intended. 
Costs related to preliminary project activities and post 
implementation activities are expensed as incurred.

Deferred commissions, net is stated as gross deferred 
commissions less accumulated amortization. Sales 
commissions earned by the company’s sales force and 
third-party resellers, as well as related payroll taxes, are 
considered to be incremental and recoverable costs of 
obtaining a contract with a customer. These amounts have 
been capitalized as deferred commissions within prepaid  
and other current assets and other assets on the 
consolidated balance sheets. 

Capitalized internal use 
software costs were not 
material to the company’s 
consolidated financial 
statements during the years 
ended December 31, 2022, 
2021, and 2020.

The company deferred 
incremental costs of obtaining 
a contract of $33.5 million and 
$23.7 million during the years 
ended December 31, 2022 and 
2021, respectively. Deferred 
commissions, net included 
in prepaid and other current 
assets were $33.6 million and 
$30.8 million as of December 
31, 2022 and 2021, respectively. 
Deferred commissions, net 
included in other assets were 
$25.7 million and $34.6 million 
as of December 31, 2022 and 
2021, respectively.

25 Crowdstrike 
Holdings, Inc.

The company capitalizes certain development costs incurred 
in connection with its internal-use software and website 
development. These capitalized costs are primarily related to 
the company’s cloud-delivered solution for next-generation 
endpoint protection, as well as redefining, redesigning and 
rebuilding crowdstrike.com. Costs incurred in the preliminary 
stages of development are expensed as incurred. Once an 
application has reached the development stage, internal and 
external costs, if direct, are capitalized until the internal-use 
software and website are substantially complete and ready 
for their intended use. The company contracts with third-
party information technology providers for various service 
arrangements including software, platform and information 
technology infrastructure. The company capitalizes the 
implementation costs incurred to develop or obtain internal-
use software in such arrangements, which are recorded 
as part of property and equipment, net in the consolidated 
balance sheets. All capitalized implementation costs are 
amortized over the term of the arrangement, which includes 
reasonably certain renewals. Costs incurred during the 
preliminary project and post-implementation stages are 
expensed as the activities are performed. 

Capitalization ceases upon completion of all substantial 
testing. The company also capitalizes costs related to 
specific upgrades and enhancements when it is probable the 
expenditures will result in additional functionality. Capitalized 
costs are recorded as property and equipment, net. 
Maintenance and training costs are expensed as incurred. 
Internal-use software and website development costs 
are amortized to cost of revenue on a straight-line basis 
over its estimated useful life of three years. Management 
evaluates the useful lives of these assets on an annual basis 
and tests for impairment whenever events or changes in 
circumstances occur that could impact the recoverability  
of these assets.

Under ASC 340-40, Other Assets and Deferred Costs – 
Contracts with Customers, the company capitalizes contract 
acquisition costs that are incremental to the acquisition of 
customer contracts. Contract acquisition costs are accrued 
and capitalized upon execution of the sales contract by the 
customer. Sales commissions for renewal of a contract are 
not considered commensurate with the commissions paid 
for the acquisition of the initial contract or follow-on upsell 
given the substantive difference in commission rates in 
proportion to their respective contract values. Commissions, 
including referral fees paid to referral partners, earned upon 
the initial acquisition of a contract or subsequent upsell 
are amortized over an estimated period of benefit of four 
years while commissions earned for renewal contracts are 
amortized over the contractual term of the renewals. Sales 
commissions associated with professional service contracts 
are amortized ratably over an estimated period of benefit of 
eight months.

The company capitalized $49.3 
million, $30.7 million and $14 
million in internal-use software 
and website development costs 
during the fiscal years ended 
January 31, 2023, January 31, 
2022, and January 31, 2021, 
respectively. Amortization 
expense associated with 
internal-use software and 
website development costs 
totaled $21.5 million, $12.4 
million and $7.9 million 
during the fiscal years ended 
January 31, 2023, January 31, 
2022, and January 31, 2021, 
respectively. The net-book 
value of capitalized internal-
use software and website 
development costs was $66.3 
million and $38.6 million as of 
January 31, 2023, and January 
31, 2022, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

26 Veeva  
Systems, Inc.

We capitalize certain costs incurred for the development of 
computer software for internal use. We capitalize these costs 
during the development of the project, when it is determined 
that it is probable that the project will be completed and 
the software will be used as intended. Costs related to 
preliminary project activities, post-implementation activities, 
training, and maintenance are expensed as incurred. Internal-
use software is amortized on a straight-line basis over its 
estimated useful life of three years, and the amortization 
expense is recorded as a component of cost of subscription 
services. Management evaluates the useful lives of these 
assets on an annual basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets.

Deferred costs represents sales commissions associated 
with obtaining a contract with a customer. These costs are 
deferred and then amortized over a period of benefit that we 
have determined to be one to three years. We determined the 
period of benefit by taking into consideration the expected 
renewal period of our customer contracts, our technology 
and other factors. Amortization expense is included in sales 
and marketing expenses in the accompanying consolidated 
statements of comprehensive income.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development. 

Footnotes have no discussion 
of specific data on capitalized 
commissions.

27 Snowflake, Inc.

The company capitalizes qualifying internal-use software 
development costs, primarily related to its cloud platform.  
The costs consist of personnel costs (including related 
benefits and stock-based compensation) that are incurred 
during the application development stage. Capitalization of 
costs begins when two criteria are met: (1) the preliminary 
project stage is completed and (2) it is probable that the 
software will be completed and used for its intended function. 
Capitalization ceases when the software is substantially 
complete and ready for its intended use, including the 
completion of all significant testing. Costs related to 
preliminary project activities and post-implementation 
operating activities are expensed as incurred. 
 
Capitalized costs are included in property and equipment, 
net on the consolidated balance sheets. These costs 
are amortized over the estimated useful life of the 
software, which is three years, on a straight-line basis. The 
amortization of capitalized costs related to the company’s 
platform applications is primarily included in cost of revenue 
in the consolidated statements of operations.

Footnotes have no discussion of capitalization of 
commissions..

Depreciation and amortization 
expense was $24.7 million, 
$13.7 million and $7.0 million 
for the fiscal years ended 
January 31, 2023, 2022 and 
2021, respectively. Included 
in these amounts were the 
amortization of capitalized 
internal-use software 
development costs of  
$10.2 million, $4.2 million  
and $2.9 million for the fiscal 
years ended January 31, 2023, 
2022 and 2021, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

28 Ansys, Inc. Footnotes have no discussion of specific date on 
capitalization of software development. 

Footnotes have no discussion of capitalization of 
commissions..

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

29 RingCentral, Inc.

The company capitalizes qualifying internal-use software 
development costs that are incurred during the application 
development stage, provided that management with the 
relevant authority authorizes and commits to the funding 
of the project, it is probable the project will be completed, 
and the software will be used to perform the function 
intended. Costs related to preliminary project activities and 
post implementation activities are expensed as incurred. 
Capitalized internal-use software development costs are 
included in property and equipment and are amortized on a 
straight-line basis over their estimated useful lives.

The company capitalizes sales commission expenses and 
associated payroll taxes paid to internal sales personnel and 
resellers who sell the company’s offerings. The resellers are 
selling agents for the company and earn sales commissions, 
which are directly tied to the value of the contracts that the 
company enters with the end-user customers. These sales 
commissions are incremental costs the company incurs to 
obtain contracts with its end-user customers. The company 
pays sales commissions on initial contracts and contracts 
for increased purchases with existing customers (expansion 
contracts). The company generally does not pay sales 
commissions for contract renewals. 

These sales commission costs are deferred and then 
amortized over the expected period of benefit, which is 
estimated to be five years. The company has determined 
the period of benefit taking into consideration the expected 
subscription term and expected renewal periods of its 
customer contracts, the duration of its relationships with its 
customers considering historical and expected customer 
retention, technology and other factors. Amortization 
expense is included in sales and marketing expenses in 
the accompanying consolidated statements of operations. 
The company evaluates its deferred and prepaid sales 
commission costs for possible recoverability whenever 
events or changes in circumstances have occurred that 
could indicate the carrying amount of such assets may not 
be recoverable. Refer to Note 5 – Strategic Partnerships and 
Asset Acquisitions in this Annual Report on Form 10-K for 
further information regarding the company’s assessment of 
its recoverability and subsequent non-cash asset write-down 
of its deferred and prepaid sales commission balances with 
Avaya and ALE.

For the years ended December 
31, 2022 and 2021, the 
company capitalized $59.2 
million and $50.1 million, net 
of impairment, of internal-use 
software development costs, 
respectively. The carrying 
value of internal-use software 
development costs was $119.4 
million and $94.6 million at 
December 31, 2022 and 2021, 
respectively.

Amortization expense for the 
deferred and prepaid sales 
commission costs for the  
years ended December 31, 
2022, 2021 and 2020 were 
$115.2 million, $74.2 million 
and $47.2 million, respectively. 
There was no impairment 
loss in relation to the deferred 
commission costs capitalized 
for the periods presented.

30 PTC

We incur costs to develop computer software to be licensed 
or otherwise marketed to customers. Our research and 
development expenses consist principally of salaries 
and benefits, costs of computer equipment and facility 
expenses. Research and development costs are expensed 
as incurred, except for costs of internally developed or 
externally purchased software that qualify for capitalization. 
Development costs for software to be sold externally 
incurred subsequent to the establishment of technological 
feasibility, but prior to the general release of the product, 
are capitalized and, upon general release, are amortized 
using the greater of either the straight-line method over 
the expected life of the related products or based upon 
the pattern in which economic benefits related to such 
assets are realized. The straight-line method is used if 
it approximates the same amount of expense as that 
calculated using the ratio that current period gross product 
revenues bear to total anticipated gross product revenues. 

We recognize an asset for the incremental costs of obtaining 
a contract with a customer if the benefit of those costs is 
expected to be longer than one year. These deferred costs 
(primarily commissions) are amortized proportionately 
related to revenue over five years, which is generally 
longer than the term of the initial contract because of 
anticipated renewals as commissions for renewals are 
not commensurate with commissions related to our initial 
contracts.

We purchased software of 
$6 million and $0.6 million in 
2022 and 2021, respectively. 
Additionally, we acquired 
capitalized software through 
business combinations (for 
further detail, see Note 6. 
Acquisitions and Disposition 
of Business). These assets 
are included in intangible 
assets in the accompanying 
consolidated balance sheets. 
No development costs for 
software to be sold externally 
were capitalized in 2022, 2021 
or 2020.

 As of September 30, 2022, and 
September 30, 2021, deferred 
costs of $40.7 million and 
$40.2 million, respectively, 
were included in Other current 
assets and $77.0 million and 
$81.1 million, respectively, 
were included in other assets. 
Amortization expense related to 
costs to obtain a contract with 
a customer was $50.9 million 
and $46.7 million in the years 
ended September 30, 2022, and 
2021, respectively. There were 
no impairments of the contract 
cost asset in the years ended 
September 30, 2022, and 2021.

31 Palantir  
Technologies

Qualifying capitalized software and content development 
costs are amortized on a straight-line basis over the software 
asset's estimated useful life, which is generally 3 to 7 years. 
We evaluate the useful lives of these assets on an annual 
basis and test

Incremental costs of obtaining a contract include only those 
costs that are directly related to the acquisition of contracts, 
including sales commissions, and that would not have been 
incurred if the contract had not been obtained. The company 
recognizes a contract cost asset for the incremental costs of 
obtaining a contract with a customer if it is expected that the 
economic benefit and amortization period will be longer than 
one year. Costs to obtain contracts were not material in the 
periods presented.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

32 Okta, Inc. Footnotes have no discussion of specific data on software 
development.

Sales commissions earned by the company’s sales force  
are generally considered incremental and recoverable costs 
of obtaining a contract with a customer. Sales commissions 
for new revenue contracts, including incremental sales 
to existing customers, are deferred and then amortized 
on a straight-line basis over a period of benefit, which 
is determined to be generally five years. The company 
determined the period of benefit by taking into consideration 
the terms of its customer contracts, its technology and  
other factors.

Footnotes have no discussion 
of specific data on software 
development.

Sales commissions capitalized 
as contract costs totaled $121 
million and $171 million in 
fiscal years 2023 and 2022, 
respectively. Amortization of 
contract costs was $84 million, 
$57 million and $40 million in 
fiscal years 2023, 2022 and 
2021, respectively. Amortization 
expense is included in sales 
and marketing expenses in the 
accompanying consolidated 
statements of operations.

33
Tyler  
Technologies, 
Inc. 

We capitalize software development costs upon the 
establishment of technological feasibility and prior to  
the availability of the product for general release to 
customers for software sold to third parties and for 
application development costs of software developed for 
internal use. Software development costs primarily consist  
of personnel costs. 

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for initial contracts 
are deferred and then amortized commensurate with the 
recognition of associated revenue over a period of benefit 
that we have determined to be three to seven years. We 
utilized the “portfolio approach” practical expedient, which 
allows entities to apply the guidance to a portfolio of 
contracts with similar characteristics because the effects 
on the financial statements of this approach would not 
differ materially from applying the guidance to individual 
contracts. Using the “portfolio approach,” we determined the 
period of benefit by taking into consideration our customer 
contracts, our technology life cycle and other factors. Sales 
commissions for renewal contracts are generally not paid 
in connection with the renewal of a contract. In the small 
number of instances where a commission is paid on a 
renewal, it is not commensurate with the commission paid 
on the initial sale and is recognized over the term of renewal, 
which is generally one year. Amortization expense related 
to deferred commissions is included in sales and marketing 
expense in the accompanying consolidated statements 
of income. Refer to Note 20 - “Deferred Commissions” for 
further information. 

Prepaid expenses and other current assets include direct 
and incremental costs such as commissions associated 
with arrangements for which revenue recognition has been 
deferred. Such costs are expensed at the time the related 
revenue is recognized.

During the 12 months period 
ended December 31, 2022, 
and 2021, respectively, we 
capitalized approximately 
$27.6 million and $21.7 million 
of software development 
costs. We begin to amortize 
capitalized costs when 
a product is available for 
general release to customers 
and internal use software is 
ready for its intended use. 
Amortization expense is 
determined on a product-by-
product basis at a rate not less 
than straight-line basis over the 
software’s remaining estimated 
economic life of, generally, three 
to five years.

Sales commissions earned 
by our sales force are 
considered incremental and 
recoverable costs of obtaining 
a contract with a customer. 
Sales commissions for initial 
contracts are deferred and then 
amortized commensurate with 
the recognition of associated 
revenue over a period of benefit 
that we have determined to be 
generally three to seven years. 
Deferred commissions were 
$43.8 million and $38.1 million 
as of December 31, 2022, and 
2021, respectively. Amortization 
expense was $15.4 million, 
$13.4 million and $11.9 million 
for the 12 months ended 
December 31, 2022, 2021 and 
2020, respectively. There were 
no indicators of impairment in 
relation to the costs capitalized 
for the periods presented. 
Deferred commissions have 
been included with prepaid 
expenses for the current portion 
and non-current other assets 
for the long-term portion in the 
accompanying consolidated 
balance sheets. Amortization 
expense related to deferred 
commissions is included in 
sales and marketing expense in 
the accompanying consolidated 
statements of income.

34 Teradata Corp.

Direct development costs associated with internal-use 
software are capitalized and amortized over the estimated 
useful lives of the resulting software. The costs are 
capitalized when both the preliminary project stage is 
completed and it is probable that computer software being 
developed will be completed and placed in service. Teradata 
typically amortizes capitalized internal-use software on a 
straight-line basis over three years beginning when the  
asset is substantially ready for use.

The company capitalizes sales commissions and other 
contract costs that are incremental direct costs of obtaining 
customer contracts if the expected amortization period of 
the asset is greater than one year. These costs are recorded 
in capitalized contract costs on the company’s balance 
sheet. The capitalized amounts are calculated based on the 
sales commissions for individual multi-term contracts. The 
judgments made in determining the amount of costs incurred 
include whether the commissions are in fact incremental 
and would not have occurred absent the customer contract. 
Costs to obtain a contract are amortized as selling, general 
and administrative expenses on a straight-line basis over the 
expected period of benefit, which is typically four years. These 
costs are periodically reviewed for impairment.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

35 HubSpot

Capitalized Software Development Costs — Certain 
payroll and stock compensation costs incurred to develop 
functionality for the company’s software and internally 
built software platforms, as well as certain upgrades and 
enhancements that are expected to result in enhanced 
functionality are capitalized. Certain implementation 
costs, including external direct costs, incurred during the 
development stage of cloud computing arrangements 
are also capitalized. The costs incurred in the preliminary 
stages of development are expensed as incurred. Once an 
application has reached the development stage, the company 
capitalizes certain software development costs for new 
offerings as well as upgrades to existing software platforms. 
Capitalized software development costs are amortized on 
a straight-line basis over their estimated useful life of two 
to five years. Management evaluates the useful lives of 
these assets on a quarterly basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets.  
 
The company determines the amount of internal software 
costs to be capitalized based on the amount of time spent 
by the developers on projects in the application stage of 
development. There is judgment involved in estimating time 
allocated to a particular project in the application stage. 
Costs associated with building or significantly enhancing 
the CRM Platform and internally built software platforms 
are capitalized, while costs associated with planning new 
developments and maintaining the CRM Platform software 
and internally built software platforms are expensed as 
incurred.

The incremental direct costs of obtaining a contract, 
which primarily consist of sales commissions paid for new 
subscription contracts, are deferred and amortized on a 
straight-line basis over a period of approximately two to four 
years. The two-to- four-year period has been determined 
by taking into consideration the type of product sold, the 
commitment term of the customer contract, the nature of 
the company’s technology development life-cycle and an 
estimated customer relationship period. Sales commissions 
for upgrade contracts are deferred and amortized on a 
straight-line basis over the remaining estimated customer 
relationship period of the related customer. Deferred 
commission expense that will be recorded as expense during 
the succeeding 12-month period is recorded as current 
deferred commission expense, and the remaining portion is 
recorded as long-term deferred commission expense. 

Footnotes have no discussion 
of specific data on software 
development.

Deferred commission  
expense during the year ended 
December 31, 2022, increased 
by $35.1 million as a result of 
deferring incremental costs  
of obtaining a contract of 
$115.6 million and was offset 
by amortization of $80.5 million 
during the same period.

36 Datadog

The company capitalizes qualifying internal use software 
development costs related to its cloud platform. The costs 
consist of personnel costs (including related benefits and 
stock-based compensation) that are incurred during the 
application development stage. Capitalization of costs 
begins when two criteria are met: (1) the preliminary project 
stage is completed, and (2) it is probable that the software 
will be completed and used for its intended function. 
Capitalization ceases when the software is substantially 
complete and ready for its intended use, including the 
completion of all significant testing. Costs related to 
preliminary project activities and post implementation 
operating activities are expensed as incurred.

Sales commissions earned by the company’s sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. There are no sales commissions 
earned on renewals. These costs are deferred and then 
amortized over a period of benefit, which is determined to be 
four years. The company determined the period of benefit by 
taking into consideration the length of terms in its customer 
contracts, life of the technology and other factors. Amounts 
expected to be recognized within one year of the balance 
sheet date are recorded as deferred contract costs, current; 
the remaining portion is recorded as deferred contract costs, 
non-current, in the consolidated balance sheets. Deferred 
contract costs are periodically analyzed for impairment. 
Amortization expense is included in sales and marketing 
expenses in the accompanying consolidated statements  
of operations.

Footnotes have no discussion 
of specific data on software 
development.

Deferred contract costs on 
the company’s consolidated 
balance sheets were $88.4 
million and $65.3 million as of 
December 31, 2022, and 2021, 
respectively. Amortization 
expense was $28.0 million, 
$17.9 million and $10.4 million 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively.

37
National  
Instruments 
Corp.

The amounts in the table above are net of fully amortized 
assets. Amortization of capitalized software development 
costs is computed on an individual product basis for those 
products available for market and is recognized based on the 
product’s estimated economic life, which range from three to 
six years

We recognize an asset for the incremental costs of obtaining 
a contract with a customer if we expect the benefit of those 
costs to be longer than one year. We have determined that 
certain sales incentive programs meet the requirements 
to be capitalized. Capitalized incremental costs related to 
initial contracts and renewals are amortized over the same 
period because the commissions paid on both the initial 
contract and renewals are commensurate with one another. 
Total capitalized costs to obtain a contract were not material 
during the periods presented and are included in other long-
term assets on our consolidated balance sheets. The net 
effect of capitalization and amortization of these costs was 
not material to our results of operating during the periods 
presented.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

38 Qualtrics  
International, Inc.

The company capitalizes certain development costs 
incurred in connection with its internal-use software. These 
capitalized costs are primarily related to the software 
platforms that are hosted by the company and accessed by 
its customers on a subscription basis. Costs incurred in the 
preliminary stages of development are expensed as incurred 
as research and development costs. Once an application has 
reached the development stage, internal and external costs, 
if direct and incremental, are capitalized until the software 
is substantially complete and ready for its intended use. The 
company also capitalizes costs related to specific upgrades 
and enhancements when it is probable the expenditures 
will result in additional functionality. Capitalized costs are 
recorded as part of property and equipment. Maintenance 
and training costs are expensed as incurred. Internal-use 
software is amortized on a straight-line basis over its 
estimated useful life of 24 months. 

Deferred contract acquisition costs, net is stated at gross 
deferred contract acquisition costs less accumulated 
amortization. Sales commissions and related payroll taxes 
for initial software-as-a-service (SaaS) subscription contracts 
earned by the company’s sales force are considered to be 
incremental and recoverable costs of obtaining a contract 
with a customer. As a result, these amounts have been 
capitalized as deferred contract acquisition costs on the 
consolidated balance sheets.  Sales commissions for 
renewal contracts are not considered commensurate with 
the commissions paid for the acquisition of an initial SaaS 
subscription contract, given the substantive difference 
in commission rates in proportion to their respective 
contract values. After the conclusion of the initial contract 
period, commissions paid on subsequent renewals are 
commensurate year after year. As such, the company 
expenses renewal commissions as incurred. 

Deferred contract acquisition costs are amortized over 
an estimated period of benefit of five years. The period 
of benefit was estimated by considering factors such as 
estimated average customer life, the rate of technological 
change in the subscription service, and the impact of 
competition in its industry. As the company’s average 
customer life significantly exceeded the rate of change in its 
technology, the company concluded that the rate of change 
in the technology underlying the company’s subscription 
service was the most significant factor in determining the 
period of benefit for which the asset relates. In evaluating 
the rate of change in the technology, the company 
considered the competition in the industry, its commitment 
to continuous innovation, and the frequency of product, 
platform, and technology updates. The company determined 
that the impact of competition in the industry is reflected 
in the period of benefit through the rate of technological 
change.

Internal-use software is 
amortized on a straight-line 
basis over its estimated useful 
life of 24 months. The company 
recognized amortization 
expenses of $19.4 million, 
$13.5 million, and $12.5 million 
related to capitalized internal-
use software for the years 
ended December 31, 2022, 
2021, and 2020, respectively, 
within cost of subscription 
revenue.

The company capitalized 
additional deferred contract 
acquisition costs of $133.2 
million and $99.9 million during 
the years ended December 31, 
2022, and 2021, respectively. 
The company determined that 
the impact of competition in 
the industry is reflected in the 
period of benefit through the 
rate of technological change. 
Amortization of deferred 
contract acquisition costs 
were $71.6 million, $50 million 
and $32.1 million for the years 
ended December 31, 2022, 
2021 and 2020, respectively. 
Amortization of deferred 
contract acquisition costs are 
included in sales and marketing 
expense in the accompanying 
consolidated statements of 
comprehensive loss. 
The company capitalized 
additional deferred contract 
acquisition costs of $133.2 
million and $99.9 million during 
the years ended December 31, 
2022, and 2021, respectively.

39 Unity  
Software, Inc.

We capitalize implementation costs incurred in our cloud 
computing service arrangements related to enterprise 
software solutions (“capitalized implementation costs”) and 
costs associated with customized internal-use software 
systems that have reached the application development 
stage. Such capitalized costs include external direct costs 
utilized in developing or obtaining the applications and 
payroll and payroll-related expenses for employees, who are 
directly associated with the development of the applications. 
We capitalize such costs during the application development 
stage, which begins when the preliminary project stage is 
complete and ceases at the point in which the project is 
substantially complete and is ready for its intended purpose. 
Capitalized software costs are amortized on a straight-line 
basis over their estimated useful life, which is generally two 
to three years. Management evaluates the useful lives of 
these assets on an annual basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. Capitalized 
implementation costs are expensed over the term of the 
hosting arrangement, which is the fixed, non-cancellable  
term of the arrangement, plus any reasonably certain  
renewal periods.

Sales commissions that have a benefit beyond one year are 
capitalized and amortized on a straight line method over the 
expected period of benefit, which is generally three years.

The amount of capitalized 
software costs and capitalized 
implementation costs was 
$5.7 million and $5.9 million, 
respectively, during the year 
ended December 31, 2022, 
and $1.2 million and $4.7 
million, respectively, during 
the year ended December 31, 
2021. Capitalized software 
costs are included in property 
and equipment, net, on 
the consolidated balance 
sheets. The current portion of 
capitalized implementation 
costs are included in prepaid 
expenses on the consolidated 
balance sheets, and the non-
current portion of capitalized 
implementation costs are 
included in other assets on the 
consolidated balance sheets.

As of December 31, 2022, 
capitalized commissions, net 
of amortization, included in 
prepaid expenses and other  
and other assets were 
$8.8 million and $5.3 
million, respectively. As 
of December 31, 2021, 
capitalized commissions, net 
of amortization, included in 
prepaid expenses and other  
and other assets were  
$7.9 million and $8.7 million, 
respectively. 

For the years ended December 
31, 2022, and 2021, we  
recorded amortization costs  
of $9.4 million and $5.6 million, 
respectively, in sales and 
marketing expenses. We did  
not incur any impairment  
losses for the years ended 
December 31, 2022 and 2021.

40 Paycom  
Software, Inc.

Capitalized costs include services associated with 
developing or obtaining internal use computer software and 
certain payroll and payroll-related costs for employees who 
are directly associated with internal-use computer software 
projects. The amount of payroll costs that are capitalized 
with respect to these employees is limited to the time directly 
spent on such projects. Expenditures for software purchases 
and software developed or obtained for internal use are 
capitalized and amortized over a three-year period on a 
straight-line basis. Costs associated with preliminary project 
stage activities, training, maintenance and all other post-
implementation stage activities are expensed as incurred. 
We also expense internal costs related to minor upgrades 
and enhancements, as it is impractical to separate these 
costs from normal maintenance activities.

We recognize an asset for the incremental costs of obtaining 
a contract with a client if we expect the amortization period 
to be longer than one year. We also recognize an asset for 
the costs to fulfill a contract with a client if such costs are 
specifically identifiable, generate or enhance resources used 
to satisfy future performance obligations, and are expected 
to be recovered. We have determined that substantially all 
costs related to implementation activities are administrative 
in nature and also meet the capitalization criteria under ASC 
340-40. These capitalized costs to fulfill principally relate 
to upfront direct costs that are expected to be recovered 
through margin and that enhance our ability to satisfy future 
performance obligations.   
 
The assets related to both costs to obtain, and costs to 
fulfill, contracts with clients are accounted for utilizing a 
portfolio approach, and are capitalized and amortized over 
the expected period of benefit, which we have determined 
to be the estimated client relationship of 10 years. The 
expected period of benefit has been determined to be the 
estimated life of the client relationship primarily because 
we incur no new costs to obtain, or costs to fulfill, a contract 
upon renewal of such contract. Additional commission costs 
may be incurred when an existing client purchases additional 
applications; however, these commission costs relate solely 
to the additional applications purchased and are not related 
to contract renewal. Furthermore, additional fulfillment 
costs associated with existing clients purchasing additional 
applications are minimized by our seamless single-database 
platform. These assets are presented as deferred contract 
costs in the accompanying consolidated balance sheets. 
Amortization expense related to costs to obtain and costs to 
fulfill a contract are included in the “sales and marketing” and 
“general and administrative” line items in the accompanying 
consolidated statements of comprehensive income.

The total capitalized payroll 
costs related to internal use 
computer software projects 
were $66.4 million and $52.9 
million during the years ended 
December 31, 2022, and 2021, 
respectively, and are included 
in property and equipment. 
Amortization expense of 
capitalized software costs were 
$47.3 million, $36.5 million 
and $27.1 million for the years 
ended December 31, 2022, 2021 
and 2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

41 Nutanix, Inc.

Our research and development expense consists primarily of 
product development personnel costs, including salaries and 
benefits, stock-based compensation and allocated facilities 
costs. Research and development costs are expensed as 
incurred. Currently, we expense the software development 
costs incurred in the research and development of new 
products and enhancements to existing products as incurred, 
as from the inception of the product development, our 
software products are primarily intended to be marketed  
and sold to customers on-premises, either standalone  
and/or with other product offerings.

We capitalize commissions paid to sales personnel and the 
related payroll taxes when customer contracts are signed. 
These costs are recorded as deferred commissions in 
our consolidated balance sheets, current and non-current. 
We determine whether costs should be deferred based 
on our sales compensation plans if the commissions are 
incremental and would not have been incurred absent the 
execution of the customer contract. Commissions paid upon 
the initial acquisition of a contract are recognized over the 
estimated period of benefit, which may exceed the term 
of the initial contract if the commissions expected to be 
paid upon renewal are not commensurate with that of the 
initial contract. Accordingly, deferred costs are recognized 
on a systematic basis that is consistent with the pattern 
of revenue recognition allocated to each performance 
obligation over the entire period of benefit and included in 
sales and marketing expense in our consolidated statements 
of operations. We determine the estimated period of benefit 
by evaluating the expected renewals of customer contracts, 
the duration of relationships with our customers, customer 
retention data, our technology development lifecycle and 
other factors. Deferred costs are periodically reviewed for 
impairment. 

Footnotes have no discussion 
of specific data on software 
development.

During the fiscal year ended 
July 31, 2021, we recognized 
revenue of approximately 
$488.2 million pertaining to 
amounts deferred as of July 
31, 2020. During the fiscal 
year ended July 31, 2022, 
we recognized revenue of 
approximately $592.6 million 
pertaining to amounts deferred 
as of July 31, 2021.  
Many of our contracted but 
not invoiced performance 
obligations are subject to 
cancellation terms. Revenue 
allocated to remaining 
performance obligations 
represents contracted 
revenue that has not yet been 
recognized (""contracted not 
recognized""), which includes 
deferred revenue and non-
cancellable amounts that will 
be invoiced and recognized 
as revenue in future periods 
and excludes performance 
obligations that are subject to 
cancellation terms. Contracted 
not recognized revenue was 
approximately $1.6 billion 
as of July 31, 2022, of which 
we expect to recognize 
approximately 54% over the 
next 12 months, and the 
remainder thereafter. 

42 MongoDB

Software development costs for software to be sold, leased, 
or otherwise marketed are expensed as incurred until the 
establishment of technological feasibility, at which time 
those costs are capitalized until the product is available 
for general release to customers and amortized over the 
estimated life of the product. Technological feasibility is 
established upon the completion of a working prototype 
that has been certified as having no critical bugs and is a 
release candidate. To date, costs and time incurred between 
the establishment of technological feasibility and product 
release have not been material, resulting in software 
development costs qualifying for capitalization being 
immaterial. As a result, the company has not capitalized any 
related software development costs in any of the periods 
presented. 

Costs related to software acquired, developed, or modified 
solely to meet the company’s internal requirements, with no 
substantive plans to market such software at the time of 
development, costs related to the development of web-based 
product, or implementation costs incurred in a hosting 
arrangement that is a service contract, are capitalized during 
the application development stage. Costs incurred during the 
preliminary planning and evaluation stage of the project and 
during post-implementation operational stage are expensed 
as incurred. 

The company capitalizes its incremental costs of obtaining 
subscription contracts with customers, which generally 
consist of sales commissions paid to the company’s sales 
force and related payroll taxes. Incremental costs that are 
expected to be amortized during the succeeding 12 months 
are recorded on the company’s consolidated balance sheets 
as deferred commissions with the remaining, non-current, 
portion recorded under other assets. Deferred commissions 
are amortized over a period of benefit that the company 
has determined to be generally five years. The company 
determined the period of benefit by taking into consideration 
the length of its customer contracts, its technology and 
other factors. Deferred commissions also include all other 
sales commissions and related payroll taxes for subscription 
contracts, which are amortized based on the pattern of the 
associated revenue recognition over the related contractual 
subscription period. Sales commissions are generally paid 
up front and one month in arrears, however, the timing of 
payment is based on contractual terms of the underlying 
subscription contract and is subject to an evaluation of 
customer creditworthiness. The deferred commission 
amounts are recoverable through the future revenue streams 
under the non-cancellable customer contracts. Amortization 
of deferred commissions is included in sales and marketing 
expense in the consolidated statements of operations. The 
company adopted the practical expedient that permits an 
entity to expense the costs to obtain a contract as incurred 
when the expected amortization period is one year or 
less. Deferred commissions are reviewed periodically for 
impairment.

To date, costs and time incurred 
between the establishment 
of technological feasibility 
and product release have not 
been material, resulting in 
software development costs 
qualifying for capitalization 
being immaterial. As a 
result, the company has not 
capitalized any related software 
development costs in any of the 
periods presented. 

There were no material 
qualifying costs incurred during 
the application development 
stage and the company did not 
capitalize any qualifying costs 
related to computer software 
developed for internal use, or 
implementation costs incurred 
in a hosting arrangement that is 
a service contract in the years 
ended January 31, 2023, and 
2022.

Deferred commissions were 
$252.4 million and $203.3 
million as of January 31, 
2023, and 2022, respectively. 
Amortization expense 
with respect to deferred 
commissions, which is included 
in sales and marketing expense 
in the company’s consolidated 
statements of operations, was 
$79 million, $49.1 million and 
$28.6 million for years ended 
January 31, 2023, 2022 and 
2021, respectively. There was 
no impairment loss in relation 
to the costs capitalized for the 
periods presented.

43 Ceridian HCM

We capitalize costs associated with software developed or 
obtained for internal use when both the preliminary project 
stage is completed and our management has authorized 
further funding for the project, which it deems probable of 
completion. Capitalized software costs include only: (1) 
external direct costs of materials and services consumed in 
developing or obtaining the software; (2) payroll and payroll-
related costs for employees who are directly associated 
with and who devote time to the project; and (3) interest 
costs incurred while developing the software. Capitalization 
of these costs ceases no later than the point at which the 
project is substantially complete and ready for its intended 
purpose. We do not include general and administrative costs 
and overhead costs in capitalizable costs. Research and 
development costs, product management and other software 
maintenance costs related to software development are 
expensed as incurred.

Deferred costs primarily consist of deferred sales 
commissions. Sales commissions paid based on the annual 
contract value of a signed customer contract are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions paid based on the 
annual contract value are deferred and then amortized on a 
straight-line basis over a period of benefit. As of December 
1, 2022, we increased the expected period of benefit of our 
deferred sales commissions from five years to 10 years. This 
change in accounting estimate and related customer period 
of benefit is largely attributable to new evidence of longer 
customer relationships such as increases in the proportion 
of new customer contracts greater than three years as well 
as our continued high customer retention rates. The change 
was made on a prospective basis.

We had capitalized software 
costs, net of accumulated 
amortization, of $133.4 
million and $92.8 million as 
of December 31, 2022, and 
2021, respectively, included in 
property, plant and equipment, 
net in the accompanying 
consolidated balance sheets. 
We amortize software costs on 
a straight-line basis over the 
expected life of the software, 
generally a range of two to 
seven years. Amortization of 
software costs totaled $43.5 
million, $37.0 million and $30.6 
million for the years ended 
December 31, 2022, 2021 and 
2020, respectively. 

The effect of this change 
reduced amortization expense 
by $3.2 million for the 12 
months ended December 31, 
2022. The change in estimate 
will also impact future periods, 
with an estimated reduction 
to amortization expense in the 
range of $35 million to $37 
million for the 12 months ended 
December 31, 2023.

44 Dynatrace, Inc.

The company’s capitalized software includes the costs 
of internally developed software technology and software 
technology purchased through acquisition. Internally 
developed software technology consists of development 
costs associated with software products to be sold 
(“software products”) and internal-use software associated 
with hosted software. 

Costs associated with the development of software 
technology are expensed prior to the establishment of 
technological feasibility and capitalized thereafter until the 
related software technology is available for general release 
to customers. Technological feasibility is established when 
management has authorized and committed to funding a 
project and it is probable that the project will be completed, 
and the software will be used to perform the function 
intended.  

The amortization of capitalized software technology 
is computed on a project-by-project basis. The annual 
amortization is the greater of the amount computed using  
(a) the ratio of current gross revenues compared with the 
total of current and anticipated future revenues for the 
software technology or (b) the straight-line method over 
the remaining estimated economic life of the software 
technology, including the period being reported on. 
Amortization begins when the software technology is 
available for general release to customers. The amortization 
period for capitalized software is generally three to five years.

Deferred sales commissions earned by the company’s sales 
force are considered incremental and recoverable costs of 
obtaining a contract with a customer. Sales commissions for 
new contracts are deferred and then amortized on a straight-
line basis over a period of benefit which the company has 
estimated to be three years. The period of benefit has been 
determined by taking into consideration the duration of 
customer contracts, the life of the technology, renewals 
of maintenance and other factors. Sales commissions 
for renewal contracts are deferred and then amortized on 
a straight-line basis over the related contractual renewal 
period. Amortization expense is included in “Sales and 
marketing” expenses on the consolidated statements of 
operations. 

The company periodically reviews these deferred costs to 
determine whether events or changes in circumstances have 
occurred that could impact the period of benefit of these 
deferred commissions. There were no impairment losses 
recorded during the periods presented.

During the years ended  
March 31, 2023 and 2022,  
the company did not capitalize 
any costs for internally 
developed software technology. 
The company capitalized  
$0.3 million, offset by 
$0.5 million of derecognized 
software costs during the year 
ended March 31, 2021. 

Amortization of internally 
developed capitalized software 
technology was $0.2 million, 
$0.6 million, and $1.9 million 
during the years ended March 
31, 2023, 2022 and 2021, 
respectively, and is recorded 
within “Cost of subscription” in 
the consolidated statements of 
operations.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

45 Bentley  
Systems, Inc.

The company’s software development costs, including 
costs to develop software products or the software 
component of products to be sold, leased, or marketed 
to external accounts, before technological feasibility is 
reached, are included in Research and development in 
the consolidated statements of operations. Research and 
development expenses, which are generally expensed as 
incurred, primarily consist of personnel and related costs of 
the company’s research and development staff, including 
colleagues’ salaries, incentives, and benefits, and costs  
of certain third-party contractors, as well as allocated 
overhead costs. In general, technological feasibility is 
reached shortly before the release of such products.

We capitalize certain incremental costs of obtaining a 
contract and recognize these expenses over the period of 
benefit associated with these costs, resulting in a deferral 
of certain contract costs each period. The contract costs 
are amortized based on the economic life of the goods 
and services to which the contract costs relate. We apply a 
practical expedient to expense costs as incurred for costs 
to obtain a contract with a customer when the amortization 
period would have been one year or less. These costs  
include our internal sales force compensation program and 
certain channel partner sales incentive programs for which 
the annual compensation is commensurate with annual 
sales activities.

Under our Accelerated 
Commercial Development 
Program (“ACDP”) (our 
structured approach to an 
in-house business incubator 
function), we capitalize 
certain development costs 
related to certain projects 
once technological feasibility 
is established. Technological 
feasibility is established 
when a detailed program 
design has been completed 
and documented; we have 
established that the necessary 
skills, hardware, and software 
technology are available to 
produce the product; and there 
are no unresolved high-risk 
development issues. Once 
the software is ready for its 
intended use, amortization is 
recorded over the software’s 
estimated useful life (generally 
three years). Total costs 
capitalized under the ACDP 
were $7,060, $6,608 and 
$7,809 for the years ended 
December 31, 2022, 2021 
and 2020, respectively. 
Additionally, total ACDP related 
amortization recorded in Costs 
of subscriptions and licenses 
was $6,626, $7,020 and $4,699 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

46
Zoominfo  
Technologies, 
Inc.

Qualifying internal use software costs incurred during the 
application development stage, which consist primarily 
of internal product development costs, outside services, 
and purchased software license costs, are capitalized 
and amortized over the estimated useful life of the asset. 
Estimated useful lives range from three years to ten years.

Certain sales commissions earned by our sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. These sales commissions for 
initial contracts are capitalized and included in deferred costs 
and other assets, net of current portion on our consolidated 
balance sheets. Deferred sales commissions are amortized 
on a straight-line basis over the estimated period of benefit 
from the customer relationship which we have determined 
to be one and three years for renewals and new clients, 
respectively. We determined the period of benefit by taking 
into consideration our customer contracts, our technology, 
and other factors. Amortization expense is included in sales 
and marketing expense on our consolidated statements of 
operations.

Footnotes have no discussion 
of specific data on software 
development.

Commissions payable at 
December 31, 2022, were $36.2 
million, of which the current 
portion of $32.1 million was 
included in accrued expenses 
and other current liabilities 
on our consolidated balance 
sheets, and the long-term 
portion of $4.1 million was 
included in other long-term 
liabilities on our consolidated 
balance sheets. Commissions 
payable at December 31, 2021 
were $34.1 million, of which 
the current portion of $31.4 
million was included in accrued 
expenses and other current 
liabilities on our consolidated 
balance sheets, and the long-
term portion of $2.7 million 
was included in other long-term 
liabilities on our consolidated 
balance sheets. 

Certain commissions are not 
capitalized as they do not 
represent incremental costs 
of obtaining a contract. Such 
commissions are expensed as 
incurred. 

The company capitalized 
$79.9 million, $61 million 
and $44.9 million of costs to 
obtain revenue contracts and 
amortized $65.9 million, $41.7 
million and $25.1 million to 
sales and marketing expense 
for the years ended December 
31, 2022, 2021 and 2020 
respectively. Costs capitalized 
to obtain a revenue contract, net 
on the company’s consolidated 
balance sheets totaled $73.3 
million and $59.6 million at 
December 31, 2022, and 2021, 
respectively. There were no 
impairments of costs to obtain 
revenue contracts in the years 
ended December 31, 2022, 2021 
and 2020.

47 Zscaler

We capitalize certain costs incurred during the application 
development stage in connection with software development 
for our cloud security platform. Costs related to preliminary 
project activities and post-implementation activities are 
expensed as incurred. Capitalized costs are recorded as 
part of property and equipment in the consolidated balance 
sheets. Maintenance and training costs are expensed as 
incurred. Capitalized internal-use software is amortized on 
a straight-line basis over its estimated useful life, which is 
generally three years, and is recorded as cost of revenue in 
the consolidated statements of operations. 

Sales commissions for renewal of a contract are not 
considered commensurate with the commissions paid for 
the acquisition of the initial contract given the substantive 
difference in commission rates in proportion to their 
respective contract values. Commissions paid upon the 
initial acquisition of a contract are amortized over an 
estimated period of benefit of five years while commissions 
paid for renewal contracts are amortized over the contractual 
term of the renewals. Amortization is recognized on a 
straight-line basis commensurate with the pattern of 
revenue recognition. We determine the period of benefit for 
commissions paid for the acquisition of the initial contract 
by taking into consideration the expected subscription 
term and expected renewals of our customer contracts, 
the duration of our relationships with customers, customer 
retention data, our technology development life cycle and 
other factors. Management exercises judgment to determine 
the period of benefit to amortize contract acquisition 
costs by considering factors such as expected renewals of 
customer contracts, duration of customer relationships and 
our technology development life cycle. Although we believe 
that the historical assumptions and estimates we have made 
are reasonable and appropriate, different assumptions and 
estimates could materially impact our reported financial 
results. Amortization of deferred contract acquisition costs  
is included in sales and marketing expense in the 
consolidated statements of operations. We periodically 
review these deferred costs to determine whether events or 
changes in circumstances have occurred that could impact 
the period of benefit of these deferred contract acquisition 
costs.

Capitalization of development 
costs, inclusive of stock-based 
compensation, of software 
for internal-use in fiscal 2022, 
fiscal 2021 and fiscal 2020 
was $32.7 million, $16.5 million 
and $13.2 million, respectively. 
Amortization expense of 
capitalized software for 
internal-use in fiscal 2022, fiscal 
2021 and fiscal 2020 was $13.0 
million, $5.9 million and $1.4 
million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

48 UiPath

Pursuant to ASC 350-40, Internal Use Software, we capitalize 
costs incurred to implement cloud computing arrangements 
that are service contracts and costs incurred to develop 
internal-use software, which has historically included our 
SaaS products. ASC 350-40 prescribes capitalization of costs 
incurred during the application development stage, costs 
incurred to develop or obtain software that allows for access 
to or conversion of old data by new systems, and costs 
incurred in connection with upgrades and enhancements to 
internal-use software if it is probable that such expenditures 
will result in additional functionality. These capitalized costs 
exclude training costs, project management costs, and data 
migration costs. We evaluate our long-lived assets, including 
these capitalized costs, for indicators of possible impairment 
when events or changes in circumstances indicate the 
carrying amount of an asset or asset group may not be 
recoverable.  

Costs previously capitalized under ASC 350-40 in connection 
with development of our SaaS products are amortized on a 
straight-line basis over the product’s estimated useful life of 
five years and are included in cost of subscription services 
revenue on the consolidated statements of operations. 
Capitalized costs include salaries, benefits, and stock-based 
compensation charges for employees that are directly 
involved in developing our SaaS products. These capitalized 
costs are included in other assets, non-current on the 
consolidated balance sheets.

We defer sales commissions that are incremental to the 
acquisition of customer contracts. These costs are recorded 
as deferred contract acquisition costs on the consolidated 
balance sheets. We determine whether costs should be 
deferred based on the terms of our sales compensation 
plans and whether the sales commissions are incremental to 
a customer contract (i.e. would not have occurred absent the 
customer contract). Under our current sales compensation 
plan, commissions for renewals of subscription contracts are 
not commensurate with the commissions paid on the initial 
contract. 

We allocate deferred contract acquisition costs to 
performance obligations in proportion to the transaction 
price allocated to each performance obligation and 
amortize the costs accordingly. Commissions allocated to 
licenses and license renewals are expensed at the time the 
corresponding licenses revenue is recognized. Commissions 
allocated to subscription services are capitalized and 
amortized on a straight-line basis over a period of five years 
for initial contracts, reflecting our estimate of the expected 
period that we will benefit from those commissions. We 
determine the period of benefit by taking into consideration 
the length of our customer contracts, retention rate, the 
technology life cycle, and other factors. Commissions paid 
on renewal contracts that are allocated to subscription 
services are capitalized and amortized over the renewal term. 
We apply the practical expedient in ASC 340-40, Other Assets 
and Deferred Costs to expense costs as incurred for costs 
to obtain a contract with a customer when the amortization 
period would have been one year or less. 

We periodically review deferred contract acquisition costs to 
determine whether events or changes in circumstances have 
occurred that could impact the period of benefit.

Gross capitalized internal-use 
software development costs 
were $7.5 million and $10.1 
million as of January 31, 
2023 and 2022, respectively. 
Amortization expense was $1.3 
million, $1.2 million, and $0.5 
million for fiscal years 2023, 
2022, and 2021, respectively. 
Accumulated amortization was 
$3.0 million and $1.7 million as 
of January 31, 2023 and 2022, 
respectively.

This change was accounted 
for as a change in accounting 
estimate, the impact of which 
was $9.2 million, resulting from 
the reversal of accrued sales 
commission of $14.6 million 
partially offset by the reversal 
of deferred contract acquisition 
cost of $5.4 million. During 
fiscal years 2021 and 2020, 
sales commissions for renewal 
of a subscription contract 
were commensurate with the 
sales commissions paid for 
the acquisition of the initial 
subscription contract because 
there was minimal to no 
difference in sales commission 
rates between new and renewal 
contracts. Sales commissions 
paid upon the initial acquisition 
of a contract were amortized 
over the contract term, while 
sales commissions paid related 
to renewal contracts were 
amortized over the renewal 
term. There were no impairment 
losses recorded for fiscal years 
2023, 2022, and 2021.

49 Blackbaud

Qualifying capitalized software and content development 
costs are amortized on a straight-line basis over the software 
asset's estimated useful life, which is generally 3 to 7 years. 
We evaluate the useful lives of these assets on an annual 
basis and test for impairment whenever events or changes 
in circumstances occur that could impact the recoverability 
of these assets. See Note 6 to these consolidated financial 
statements for a discussion of our impairment of certain 
capitalized software development costs during 2022 
and 2020. There were no impairment charges related 
to capitalized software or content development costs 
during 2021. We write off the gross carrying amount and 
accumulated amortization balances for all fully amortized 
software and content development cost assets.

We pay sales commissions at the time contracts with 
customers are signed or shortly thereafter, depending on the 
size and duration of the sales contract. Sales commissions 
and related fringe benefits earned by our sales force are 
considered incremental and recoverable costs of obtaining a 
contract with a customer. These costs are deferred and then 
amortized in a manner that aligns with the expected period 
of benefit, which we have determined to be 5 years. We 
determined the period of benefit by taking into consideration 
our customer contracts, including renewals, retention, our 
technology and other factors. We do not generally pay 
commissions for contract renewals. The related amortization 
expense is included in sales, marketing and customer 
success expense in our consolidated statements of 
comprehensive income.

During the years ended 
December 31, 2022 and 
2020, we recorded noncash 
impairment charges of $2.3 
million and $4.3 million, 
respectively, against certain 
previously capitalized software 
development costs that reduced 
the carrying value of those 
assets to zero. The impairment 
charges were reflected in 
general and administrative 
expense and cost of recurring 
revenue, respectively, on the 
statements of comprehensive 
income. These impairment 
charges resulted primarily from 
our decision to accelerate the 
end of customer support for 
certain solutions. 

Other changes to the gross 
carrying amount of software 
and content development 
costs were primarily related 
to qualifying costs associated 
with development activities that 
are required to be capitalized 
under the internal-use 
software accounting guidance 
such as those for our cloud 
solutions and online education 
curriculum, write-offs of fully 
amortized assets, and the effect 
of foreign currency translation. 

Amortization expense related 
to software and content 
development costs was $36.8 
million, $31.0 million and $31.7 
million for the years ended 
December 31, 2022, 2021 
and 2020, respectively, and is 
included primarily in cost of 
recurring.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

50 Box, Inc.

We capitalize costs to develop software for internal 
use incurred during the application development stage. 
Costs related to preliminary project activities and post 
implementation activities are expensed as incurred. 
Once an application has reached the development stage, 
qualifying internal and external costs are capitalized until 
the application is substantially complete and ready for its 
intended use. Capitalized qualifying costs are amortized on a 
straight-line basis when the software is ready for its intended 
use over an estimated useful life, which is generally three 
years. Internal-use software costs also include third-party 
on-premises software, which is amortized over the lesser of 
five years or the license term. We evaluate the useful lives 
of these assets on an annual basis and test for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. 

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for new contracts are 
deferred and then amortized on a straight-line basis over a 
period of benefit that we have estimated to be five years. We 
determined the period of benefit by taking into consideration 
the duration of our customer contracts, the life cycles of our 
technology and other factors. Sales commissions for renewal 
contracts are deferred and then amortized on a straight-
line basis over the related contractual renewal period. 
Amortization expense is included in sales and marketing 
expenses on the consolidated statements of operations.

Footnotes have no discussion 
of specific data on software 
development.

We deferred sales  
commissions costs of  
$55.0 million, $59.2 million  
and $48.0 million during the 
years ended January 31, 2023, 
2022 and 2021, respectively, 
and amortized $53.5 million,  
$45.9 million and $36.1 million 
of deferred commissions during 
the same periods respectively. 

51 Cloudflare, Inc.

Certain development costs related to the company’s global 
network and products during the application development 
stage are capitalized. Costs incurred in the preliminary 
stages of development are analogous to research and 
development activities and are expensed as incurred. The 
preliminary stage includes such activities as conceptual 
formulation of alternatives, evaluation of alternatives, 
determination of existence of needed technology, and final 
selection of alternatives. Once the application development 
stage is reached, internal and external costs are capitalized 
until the software is substantially complete and ready for 
its intended use. Capitalized costs are recorded as part 
of property and equipment, net. Capitalized internal-use 
software is amortized on a straight-line basis over its 
estimated useful life, which is generally three years, and is 
recorded as cost of revenue in the consolidated statements 
of operations.

The company capitalizes sales commission and associated 
payroll taxes paid to internal sales personnel that are 
incremental to the acquisition of channel partner and direct 
customer contracts. These costs are recorded as deferred 
contract acquisition costs on the consolidated balance 
sheets. The company determines whether costs should 
be deferred based on its sales compensation plans, if the 
commissions are in fact incremental and would not have 
occurred absent the customer contract. 

Sales commissions for renewal of a contract are not 
considered commensurate with the commissions paid for 
the acquisition of the initial contract. Commissions paid 
upon the initial acquisition of a contract are amortized 
over an estimated period of benefit of three years while 
commissions paid for renewal contracts are amortized 
over the contractual term of the renewals. Amortization 
of deferred contract acquisition costs is recognized on 
a straight-line basis commensurate with the pattern of 
revenue recognition and included in sales and marketing 
expense in the consolidated statements of operations. The 
company determines the period of benefit for commissions 
paid for the acquisition of the initial contract by taking into 
consideration the expected subscription term and expected 
renewals of its customer contracts, the duration of its 
relationships with its customers, customer retention data, 
its technology development lifecycle, and other factors. 
The company periodically reviews the carrying amount of 
deferred contract acquisition costs to determine whether 
events or changes in circumstances have occurred that  
could impact the period of benefit of these deferred costs. 

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.
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Notes on Capitalization of Software Development Notes on Capitalization of Commissions

1 Microsoft

Cost of revenue includes manufacturing and distribution 
costs for products sold and programs licensed; operating 
costs related to product support service centers and product 
distribution centers; costs incurred to include software on 
PCs sold by original equipment manufacturers (“OEM”) to 
drive traffi  c to our websites and to acquire online advertising 
space; costs incurred to support and maintain online 
products and services, including datacenter costs and 
royalties; warranty costs; inventory valuation adjustments; 
costs associated with the delivery of consulting services and 
the amortization of capitalized software development costs. 
Capitalized software development costs are amortized over 
the estimated lives of the products.

Footnotes have no discussion of capitalization of 
commissions...

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

2 Oracle Corp

All research and development costs are expensed as 
incurred in accordance with ASC 730, Research and 
Development. Software development costs required to be 
capitalized under ASC 985-20, Costs of Software to be Sold, 
Leased or Marketed, and under ASC 350-40.

Footnotes have no discussion of capitalization of 
commissions...

Internal use software were not 
material to our consolidated 
fi nancial statements in fi scal 
2023, 2022 and 2021.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

3 Salesforce, Inc. Footnotes have no discussion of specifi c data on 
capitalization of software development.

The company capitalizes incremental costs of obtaining 
revenue contracts related to non-cancellable cloud services 
subscription, ongoing cloud services support and license 
support and updates. For contracts with on-premise software 
licenses where revenue is recognized upfront when the 
software is made available to the customer, costs allocable 
to those licenses are expensed as they are incurred. 
Capitalized amounts consist primarily of sales commissions 
paid to the company’s direct sales force. Capitalized 
amounts also include (1) amounts paid to employees other 
than the direct sales force who earn incentive payouts 
under annual compensation plans that are tied to the value 
of contracts acquired, (2) commissions paid to employees 
upon renewals of subscription and support contracts, (3) the 
associated payroll taxes and fringe benefi t costs associated 
with the payments to the company’s employees, and (4) to 
a lesser extent, success fees paid to partners in emerging 
markets where the company has a limited presence.

Costs capitalized related to new revenue contracts are 
amortized on a straight-line basis over four years, which is 
longer than the typical initial contract period, but refl ects 
the estimated average period of benefi t, including expected 
contract renewals. In arriving at this average period of 
benefi t, the company evaluated both qualitative and 
quantitative factors, which included the estimated lifecycles 
of its offerings and its customer attrition. Additionally, the 
company amortizes capitalized costs for renewals and 
success fees paid to partners over two years.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

4 Adobe, Inc. Footnotes have no discussion of specifi c data on 
capitalization of software development.

Capitalized costs to obtain a contract are amortized over 
the expected period of benefi t, which we have determined 
based on analysis to be fi ve years. We evaluated qualitative 
and quantitative factors to determine the period of 
amortization, including contract length, renewals, customer 
life and the useful lives of products and acquired products. 
When the expected period of benefi t of an asset which would 
be capitalized is less than one year, we expense the amount 
as incurred, utilizing the practical expedient. We regularly 
evaluate whether there have been changes in the underlying 
assumptions and data used to determine the amortization 
period.

Footnotes have no discussion 
of specifi c data on software 
development.

We recognize an asset for 
the incremental costs of 
obtaining a contract with a 
customer if we expect the 
benefi t of those costs to be 
longer than one year. We have 
determined that certain sales 
incentive programs meet the 
requirements to be capitalized. 
The costs capitalized are 
primarily sales commissions 
paid to our sales force 
personnel. Capitalized costs 
may also include portions of 
fringe benefi ts and payroll taxes 
associated with compensation 
for incremental costs to 
acquire customer contracts 
and incentive payments to 
partners. Capitalized costs to 
obtain a contract are amortized 
over the expected period 
of benefi t, which we have 
determined, based on analysis, 
to be 5 years. Amortization of 
capitalized costs are included 
in sales and marketing expense 
in our Consolidated Statements 
of Income. During fi scal 2022, 
2021 and 2020, we amortized 
$238 million, $212 million and 
$186 million of capitalized 
contract acquisition costs into 
sales and marketing expense, 
respectively. We did not incur 
any impairment losses for all 
periods presented. Capitalized 
contract acquisition costs were 
$629 million and $611 million 
as of December 2, 2022 and 
December 3, 2021, of which 
$406 million was long-term and 
included in other assets in the 
Consolidated Balance Sheets 
for both periods presented. 
The remaining balance of the 
capitalized costs to obtain 
contracts was current and 
included in prepaid expenses 
and other current assets.

5 Block, Inc.

The company capitalizes certain costs incurred in 
developing internal-use software when capitalization 
requirements have been met. Costs prior to meeting the 
capitalization requirements are expensed as incurred. 
Capitalized costs are included in property and equipment, 
net, and amortized on a straight-lined basis over the 
estimated useful life of the software and included in 
product development costs on the consolidated 
statements of operations.

Footnotes have no discussion of capitalization of 
commissions...

The company capitalizes certain 
costs incurred in developing 
internal-use software when 
capitalization requirements 
have been met. Costs prior 
to meeting the capitalization 
requirements are expensed 
as incurred. Capitalized costs 
are included in property and 
equipment, net, and amortized 
on a straight-lined basis over 
the estimated useful life of 
the software and included in 
product development costs on 
the consolidated statements of 
operations.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

6 VMWare, Inc.

Costs associated with internal-use software, including 
those used to provide hosted services, during the 
application development stage are capitalized. 
Capitalization of costs begins when the preliminary project 
stage is completed, management has committed to 
funding the project, and it is probable that the project will 
be completed and the software will be used to perform the 
function intended. Capitalization ceases, and depreciation 
begins, at the point when the project is substantially 
complete and is ready for its intended purpose. The 
capitalized amounts are included in property and 
equipment, net on the consolidated balance sheets.
Development costs of software to be sold, leased or 
otherwise marketed are subject to capitalization beginning 
when technological feasibility for the product has been 
established and ending when the product is available for 
general release. During the years presented, software 
development costs incurred for products during the time 
period between reaching technological feasibility and 
general release were not material and accordingly were 
expensed as incurred.

Sales commissions, including the employer portion of payroll 
taxes, earned by our sales force are considered incremental 
and recoverable costs of obtaining a contract and are 
deferred and generally amortized on a straight-line basis 
over the expected period of benefi t. The expected period of 
benefi t is generally determined using the contract term or 
underlying technology life, if renewals are expected and the 
renewal commissions are not commensurate with the initial 
commissions. The determination of the expected period 
of benefi t requires us to make signifi cant estimates and 
assumptions, including the life of the underlying technology 
and the estimated period of contract renewal. We believe the 
assumptions and estimates we have made are reasonable. 
Differences in the estimated period of benefi t could have a 
signifi cant impact on the timing and amount of amortization 
expense recognized.

Footnotes have no discussion 
of specifi c data on software 
development.

Deferred commissions are 
classifi ed as current or non-
current based on the duration 
of the expected period of 
benefi t. Deferred commissions, 
including the employer portion 
of payroll taxes, included in 
other current assets as of 
February 3, 2023, and January 
28, 2022 were not material 
and $17 million, respectively. 
Deferred commissions included 
in other assets were $1.5 billion 
and $1.2 billion as of February 
3, 2023 and January 28, 2022, 
respectively.
Amortization expense for 
deferred commissions was 
included in sales and marketing 
on the consolidated statements 
of income and was $642 
million, $517 million and $437 
million during the years ended 
February 3, 2023, January 28, 
2022 and January 29, 2021, 
respectively.

7 Intuit, Inc. 

We expense software development costs as we incur them 
until technological feasibility has been established, at which 
time those costs are capitalized until the product is available 
for general release to customers. To date, our software 
has been available for general release concurrent with the 
establishment of technological feasibility and, accordingly, 
we have not capitalized any development costs. Costs we 
incur to enhance our existing products or after the general 
release of the service using the product are expensed in 
the period they are incurred and included in research and 
development expense in our consolidated statements of 
operations. We capitalize costs related to development 
of hosted services that we provide to our customers 
and internal use of enterprise-level business and fi nance 
software in support of our operational needs. Costs incurred 
in the application development phase are capitalized and 
amortized on a straight-line basis over their useful lives, 
which are generally three to six years. Costs related to 
planning and other preliminary project activities and to post-
implementation activities are expensed as incurred. We test 
these assets for impairment whenever events or changes in 
circumstances occur that could impact their recoverability. 

Our internal sales commissions are considered incremental 
costs of obtaining the contract with a customer. Internal 
sales commissions for subscription offerings where we 
expect the benefi t of those costs to continue longer than 
one year are capitalized and amortized ratably over the 
period of benefi t, which ranges from three to four years. Total 
capitalized costs to obtain a contract are not signifi cant and 
are included in prepaid expenses and other current assets 
and other assets on our consolidated balance sheets. We 
apply a practical expedient to expense costs incurred to 
obtain a contract with a customer when the period of benefi t 
is less than one year. These costs primarily include internal 
and external sales commissions for our consumer and 
professional tax offerings.

We capitalized internal use 
software costs totaling $72 
million for the 12 months ended 
July 31, 2022; $72 million for 
the 12 months ended July 
31, 2021; and $78 million for 
the 12 months ended July 31, 
2020. These amounts included 
capitalized labor costs of $13 
million, $30 million, and $40 
million, respectively. Costs 
related to internal use software 
projects are included in the 
capital in progress category of 
property and equipment until 
project completion, at which 
time they are transferred to the 
computer software category.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

8 Electronic Arts, 
Inc.

Research and development costs, which consist primarily 
of software development costs, are expensed as incurred. 
We are required to capitalize software development 
costs incurred for computer software to be sold, leased 
or otherwise marketed after technological feasibility of 
the software is established or for development costs that 
have alternative future uses. Under our current practice of 
developing new games, the technological feasibility of the 
underlying software is not established until substantially 
all product development and testing is complete, which 
generally includes the development of a working model. 
Software development costs that have been capitalized 
to date have been insignifi cant.

Footnotes have no discussion of capitalization of 
commissions...

Footnotes have no 
discussion of specifi c data 
on capitalization of software 
development. 

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

9 ServiceNow, Inc.

Software development costs for software to be sold, leased 
or otherwise marketed are expensed as incurred until the 
establishment of technological feasibility, at which time 
those costs are capitalized until the product is available 
for general release to customers and amortized over the 
estimated life of the product. Costs and time incurred 
between the establishment of technological feasibility and 
product release have not been material, and all software 
development costs have been charged to research and 
development expense in our consolidated statements of 
comprehensive income.

Deferred commissions are the incremental selling costs 
that are associated with acquiring customer contracts and 
consist primarily of sales commissions paid to our sales 
organization and referral fees paid to independent third 
parties. Deferred commissions also include the associated 
payroll taxes and fringe benefi t costs associated with 
payments to our sales employees to the extent they are 
incremental. Commissions and referral fees earned upon 
the execution of initial and expansion contracts are primarily 
deferred and amortized over a period of benefi t that we have 
determined to be fi ve years. Commissions earned upon the 
renewal of customer contracts are deferred and amortized 
over the average renewal term. Additionally, for self-hosted 
offerings, consistent with the recognition of subscription 
revenue for self-hosted offerings, a portion of the 
commission cost is expensed upfront when the self-hosted 
offering is made available and the remaining portion of the 
commission cost is expensed over the period of benefi t. We 
determine the period of benefi t by taking into consideration 
our customer contracts, our technology lifecycle and other 
factors. The amortization of deferred commissions is 
included in sales and marketing expense in our consolidated 
statements of comprehensive income. There was no 
impairment loss in relation to the incremental selling costs 
capitalized for all periods presented.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

10 Workday, Inc. Footnotes have no discussion of specifi c data on 
capitalization of software development.

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for new revenue 
contracts are capitalized and then amortized on a straight-
line basis over a period of benefi t that we have determined to 
be fi ve years. We determined the period of benefi t by taking 
into consideration our customer contracts, our technology 
and other factors. Periodically, we review whether events or 
changes in circumstances have occurred that could impact 
the period of benefi t. Any future changes in circumstances 
around the terms of our initial and renewal contracts, 
customer attrition, underlying technology life and certain 
other factors may materially change the period of benefi t 
and therefore the amortization amounts recognized on the 
consolidated statements of operations. There was no 
change to the period of benefi t during the periods presented.

Footnotes have no 
discussion of specifi c data 
on capitalization of software 
development. 

Deferred costs, which consist 
of deferred sales commissions, 
were $612 million and $494 
million as of January 31, 
2023, and 2022, respectively. 
Amortization expense for 
the deferred costs was $175 
million, $139 million, and $113 
million for fi scal 2023, 2022 
and 2021, respectively. There 
was no impairment loss in 
relation to the costs capitalized 
for the periods presented.

11 Palo Alto 
Networks, Inc. 

Internally developed software includes security software 
developed to meet our internal needs to provide cloud-
based subscription offerings to our end-customers and 
business software that we customize to meet our specifi c 
operational needs. These capitalized costs consist of 
internal compensation related costs and external direct 
costs incurred during the application development stage 
and will be amortized over a useful life of three to fi ve years. 
The costs to develop software that is marketed externally 
have not been capitalized as we believe our current software 
development process is essentially completed concurrent 
with the establishment of technological feasibility. As such, 
all related software development costs are expensed as 
incurred and included in research and development expense 
in our consolidated statements of operations.

We defer contract costs that are recoverable and incremental 
to obtaining customer sales contracts. Contract costs, which 
primarily consist of sales commissions, are amortized on 
a systematic basis that is consistent with the transfer to 
the customer of the goods or services to which the asset 
relates. Sales commissions for initial contracts that are not 
commensurate with renewal commissions are amortized 
over a benefi t period of fi ve years, consistent with the 
revenue recognition pattern of the performance obligations 
in the related contracts including expected renewals. The 
benefi t period is determined by taking into consideration 
contract length, technology life and other quantitative and 
qualitative factors. The expected renewals are estimated 
based on historical renewal trends. Sales commissions 
for initial contracts that are commensurate and sales 
commissions for renewal contracts are amortized over 
the related contractual period in proportion to the revenue 
recognized.

As of July 31, 2022 and 
2021, we capitalized as other 
assets on our consolidated 
balance sheets $130.9 million 
and $114.8 million in costs, 
respectively, net of accumulated 
amortization, for security 
software developed to meet 
our internal needs to provide 
our cloud-based subscription 
offerings. We recognized 
amortization expense of 
$62.4 million, $47.8 million 
and $31.3 million related to 
these capitalized costs as cost 
of subscription and support 
revenue in our consolidated 
statements of operations during 
the years ended July 31, 2022, 
2021 and 2020, respectively.

We classify deferred contract 
costs as short-term or long-
term based on when we expect 
to recognize the expense. 
The amortization of deferred 
contract costs is included in 
sales and marketing expense in 
our consolidated statements of 
operations. Deferred contract 
costs are periodically reviewed 
for impairment. We did not 
recognize any impairment 
losses on our deferred contract 
costs during the years ended 
July 31, 2022, 2021 or 2020.

12
Take Two 
Interactive 
Software, Inc. 

We capitalize internal software development costs (including 
specifi cally identifi able payroll expense, employee stock-
based compensation and incentive compensation costs 
related to the completion and release of titles, as well as 
third-party production and other content costs), subsequent 
to establishing technological feasibility of a software title. 
Technological feasibility of a product includes the completion 
of both technical design documentation and game design 
documentation. Signifi cant management judgments are 
made in the assessment of when technological feasibility is 
established. For products where proven technology exists, 
this may occur early in the development cycle. Technological 
feasibility is evaluated on a product-by-product basis. Prior 
to establishing technological feasibility of a product, we record 
any costs incurred by third-party developers as research and 
development expenses.

Footnotes have no discussion of capitalization of 
commissions..

Footnotes have no discussion 
of specifi c data on software 
development. 

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

13 Synopsys Footnotes have no discussion of specifi c data on 
capitalization of software development.

Footnotes have no discussion of capitalization 
of commissions.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

14 Autodesk, Inc. 

Software development costs for external use incurred prior 
to the establishment of technological feasibility are included 
in research and development expenses. Autodesk defi nes 
establishment of technological feasibility as the completion 
of a working model. Software development costs incurred 
subsequent to the establishment of technological feasibility 
through the period of general market availability of the 
products are capitalized and generally amortized over a 
two-year period, if material.

Sales commissions earned by our internal sales personnel 
and our reseller partners are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
The commission costs are capitalized and included in 
“prepaid expenses and other current assets” and “long-term 
other assets” on our consolidated balance sheets. The 
deferred costs are then amortized over the period of benefi t. 
Autodesk determined that sales commissions earned 
by internal sales personnel that are related to contract 
renewals are commensurate with sales commissions earned 
on the initial contracts, and we determined the period of 
benefi t to be the term of the respective customer contract. 
Commissions paid to our reseller partners that are related to 
contract renewals are not commensurate with commissions 
earned on the initial contract, and we determined the 
estimated period of benefi t by taking into consideration 
customer retention data, customer contracts, our technology 
and other factors. Deferred costs are periodically reviewed 
for impairment. Amortization expense is included in 
marketing and sales expenses in the consolidated statement 
of operations.

Autodesk had no material 
capitalized software 
development costs at January 
31, 2023, and January 31, 2022.

Sales commissions earned by 
our internal sales personnel 
and our reseller partners are 
considered incremental and 
recoverable costs of obtaining 
a contract with a customer. 
The ending balance of assets 
recognized from costs to obtain 
a contract with a customer 
was $133 million and $139 
million as of January 31, 
2023, and January 31, 2022, 
respectively. These assets are 
recorded in “prepaid expenses 
and other current assets” and 
“long-term other assets” in the 
consolidated balance sheet. 
Amortization expense related 
to assets recognized from 
costs to obtain a contract with 
a customer was $138 million, 
$118 million and $97 million 
during fi scal years ended 
January 31, 2023, 2022 and 
2021, respectively. Autodesk did 
not recognize any contract cost 
impairment losses during the 
fi scal years ended January 31, 
2023, 2022 or 2021.

15
Zoom Video 
Communications, 
Inc.

We capitalize certain development costs related to our 
unifi ed communications and collaboration platform during 
the application development stage as long as it is probable 
the project will be completed and the software will be used 
to perform the function intended. Capitalized software 
development costs are recorded as part of property and 
equipment, net. Costs related to preliminary project activities 
and post-implementation activities are expensed as incurred. 
Capitalized software development costs are amortized on a 
straight-line basis over the software’s estimated useful life, 
which is generally three years, and are recorded in cost of 
revenue in the consolidated statements of operations. We 
evaluate the useful lives of these assets on an annual basis 
and test for impairment whenever events or changes in 
circumstances occur that could impact the recoverability of 
these assets.

We primarily capitalize sales commissions and associated 
payroll taxes paid to internal sales personnel that are 
incremental costs from the acquisition of customer 
contracts. These costs are recorded as deferred contract 
acquisition costs in the consolidated balance sheets. We 
determine whether costs should be deferred based on 
our sales compensation plans and if the commissions 
are incremental and would not have occurred absent the 
customer contract.

Sales commissions paid upon the initial acquisition of a 
customer contract are amortized over an estimated period 
of benefi t of three years, which is typically greater than the 
contractual terms of the customer contracts. Signifi cant 
judgment is required in arriving at this estimated period of 
benefi t. We determine the period of benefi t for commissions 
paid for the acquisition of the initial customer contract by 
taking into consideration the initial estimated customer 
life cycle and the technological life cycle of our unifi ed 
communications and collaboration platform and related 
signifi cant features. We do not pay sales commissions 
upon contract renewal. Amortization is recognized on 
a straight-line basis commensurate with the pattern of 
revenue recognition.

We have capitalized $18.0 
million, $20.2 million and $19.4 
million of software development 
costs during the fi scal years 
ended January 31, 2023, 2022 
and 2021, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

16 Twilio

Certain costs of platform and other software applications 
developed for internal use are capitalized. The company 
capitalizes qualifying internal-use software development 
costs that are incurred during the application development 
stage. Capitalization of costs begins when two criteria are 
met: (i) the preliminary project stage is completed and (ii) 
it is probable that the software will be completed and used 
for its intended function. Capitalization ceases when the 
software is substantially complete and ready for its intended 
use, including the completion of all signifi cant testing. The 
company also capitalizes costs related to specifi c upgrades 
and enhancements when it is probable the expenditures 
will result in additional functionality. Costs incurred for 
maintenance, minor upgrades and enhancements are 
expensed. Costs related to preliminary project activities and 
post-implementation operating activities are also expensed 
as incurred.

Capitalized costs of platform and other software applications 
are included in property and equipment. These costs are 
amortized over the estimated useful life of the software 
on a straight-line basis over three years. Management 
evaluates the useful life of these assets on an annual basis 
and tests for impairment whenever events or changes in 
circumstances occur that could impact the recoverability 
of these assets. The amortization of costs related to the 
platform applications is included in cost of revenue, while the 
amortization of costs related to other software applications 
developed for internal use is included in operating expenses.

The company records an asset for the incremental costs 
of obtaining a contract with a customer, for example, 
sales commissions that are earned upon execution of 
contracts. The company uses the portfolio of data method 
to determine the estimated period of benefi t of capitalized 
commissions which is generally determined to be up to fi ve 
years. Amortization expense related to these capitalized 
costs related to initial contracts, upsells and renewals is 
recognized on a straight-line basis over the estimated period 
of benefi t of the capitalized commissions. The company 
applies the optional exemption of expensing these costs as 
incurred with amortization periods of one year or less.

Footnotes have no 
discussion of specifi c data 
on capitalization of software 
development.

Total net capitalized 
commission costs as of 
December 31, 2022 and 2021, 
were $239.1 million and $193.4 
million, respectively, and are 
included in prepaid expenses 
and other current assets and 
other long-term assets in the 
accompanying consolidated 
balance sheets. Amortization of 
these assets was $57.9 million, 
$31.5 million and $13.3 million 
in the years ended December 
31, 2022, 2021 and 2020, 
respectively, and is included in 
sales and marketing expense in 
the accompanying consolidated 
statements of operations.

17 Splunk, Inc.

Development costs for software to be sold, leased or 
otherwise marketed are capitalized beginning when a 
product’s technological feasibility has been established 
by completion of a working model of the product and 
amortization begins when a product is available for general 
release to customers. The costs incurred and periods 
between the achievement of technological feasibility and 
general release of our products have been insignifi cant.
We capitalize certain costs incurred in connection with the 
development of software for internal use (“development 
costs”) and the implementation of cloud computing 
services and on-premise software purchased for internal 
use (“implementation costs”). Costs incurred during the 
preliminary planning and evaluation stage of each project 
and during the post implementation operational stage are 
expensed as incurred. Costs incurred during the application 
development stage, which includes confi guration and 
coding activities, of each project are capitalized. Capitalized 
development costs are included in “property and equipment, 
net” on our consolidated balance sheets. The current 
portion of capitalized implementation costs are included 
in “prepaid expenses and other current assets” and the 
non-current portion are included in “other assets” on our 
consolidated balance sheets.

Sales commissions paid to our sales force and the related 
payroll taxes are considered incremental and recoverable 
costs of obtaining a contract with a customer. Costs related 
to new cloud services and term license contracts are 
amortized in proportion to the transfer of related services 
and delivery of licenses, including renewals, over the average 
period of benefi t. We have determined that the average 
period of benefi t related to these costs is fi ve years, which 
is longer than our customers’ initial contract periods, but 
refl ects the average period of benefi t, including expected 
contract renewals. In arriving at this average period of 
benefi t, we considered the nature of our customer contracts, 
the duration of our relationships with customers and the 
estimated life cycles of our technology. Costs related 
to renewals are amortized over the contract period. In 
capitalizing and amortizing deferred commissions, we have 
elected to apply a portfolio approach.

We capitalized $12.9 
million and $20.3 million of 
development costs in fi scal 
2022 and 2021, respectively, 
and capitalized $22.1 million of 
implementation costs in fi scal 
2021. We did not capitalize 
any implementation costs in 
fi scal 2022. Development costs 
capitalized are amortized on 
a straight-line basis over their 
estimated useful life of three 
years and implementation 
costs capitalized are amortized 
on a straight-line basis 
over the term of the related 
arrangement. We recognized 
$7.1 million and $1.5 million in 
amortization expense related to 
capitalized implementation and 
development costs during fi scal 
2022 and 2021, respectively, 
and no amortization expense 
was recognized during fi scal 
2020.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.. 

18
Akamai 
Technologies, 
Inc.

We capitalize salaries and related costs, including stock-
based compensation, of employees and consultants who 
devote time to the development of internal-use software 
development projects, as well as interest expense related 
to our senior convertible notes. Capitalization begins during 
the application development stage, once the preliminary 
project stage has been completed. If a project constitutes an 
enhancement to previously-developed software, we assess 
whether the enhancement creates additional functionality 
to the software, thus qualifying the work incurred for 
capitalization. Once the project is available for general 
release, capitalization ceases and we estimate the useful life 
of the asset and begin amortization. We periodically assess 
whether triggering events are present to review internal-use 
software for impairment. Changes in our estimates related to 
internal-use software would increase or decrease operating 
expenses or amortization recorded during the period.

The company capitalizes incremental costs associated 
with obtaining customer contracts, specifi cally certain 
commission and incentive payments. The company pays 
commissions and incentives up-front based on contract 
value upon signing a new arrangement with a customer 
and upon renewal and upgrades of existing contracts 
with customers if the renewal and upgrades result in 
an incremental increase in contract value. To the extent 
commissions and incentives are earned, the expenses, 
including estimated payroll taxes, are deferred on the 
company's consolidated balance sheet and amortized over 
the expected life of the customer arrangement on a straight-
line basis. Based on the nature of the company's unique 
technology and services, and the rate at which the company 
continually enhances and updates its technology, the 
expected life of the customer arrangement is determined to 
be approximately three years. Additionally, the company may 
pay commissions and incentives based upon contract value, 
rather than incremental increase in contract value, to certain 
sales groups within the company. For these commission 
arrangements, the company amortizes capitalized costs for 
contract renewals over an average renewal contract period of 
16 months. The company also incurs commission expense 
on an ongoing basis based upon revenue recognized. In 
these cases, no incremental costs are deferred, as the 
commissions are earned and expensed in the same period 
for which the associated revenue is recognized.

In addition to the amounts of 
stock-based compensation 
reported in the table above, 
the company’s consolidated 
statements of income for 
the years ended December 
31, 2022, 2021 and 2020 
also include stock-based 
compensation refl ected as a 
component of amortization 
primarily consisting of 
capitalized internal-use 
software; the additional stock-
based compensation was $31.3 
million, $32.4 million and $29.6 
million, respectively, before 
taxes.

The company uses the 
Black-Scholes option pricing 
model to determine the fair 
value of the company’s stock 
option awards. This model 
requires the input of subjective 
assumptions, including 
expected stock price volatility 
and the estimated term of 
each award. The estimated fair 
value of the company's stock-
based awards, less expected 
forfeitures, is amortized over 
the awards’ vesting period on 
a straight-line basis. Expected 
volatilities are based on the 
company’s historical stock 
price volatility and implied 
volatility from traded options 
in its stock. The company uses 
historical data to estimate 
the expected term of options 
granted within the valuation 
model. The risk-free interest 
rate for periods commensurate 
with the expected term of the 
option is based on the U.S. 
Treasury yield rate in effect at 
the time of grant. The expected 
dividend yield is zero, as the 
company currently does not 
pay a dividend and does not 
anticipate doing so in the future.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

19 Cadence Design 
Systems, Inc.

Software development costs are capitalized beginning when 
a product’s technological feasibility has been established 
by completion of a working model of the product and 
amortization begins when a product is available for general 
release to customers. The period between the achievement 
of technological feasibility and the general release of 
Cadence’s products has typically been of short duration. 

Cadence records an asset for the incremental costs of 
obtaining a contract with a customer, including direct 
sales commissions that are earned upon execution of the 
contract. Cadence uses the portfolio method to recognize 
the amortization expense related to these capitalized costs 
related to initial contracts and renewals and such expense 
is recognized over a period associated with the revenue of 
the related portfolio, which is generally two to three years for 
Cadence’s software arrangements and upon delivery for its 
hardware and IP arrangements. Incremental costs related to 
initial contracts and renewals are amortized over the period 
of the arrangement in each case because Cadence pays the 
same commission rate for both new contracts and renewals. 
Deferred sales commissions are tested for impairment on 
an ongoing basis when events or changes in circumstances 
indicate that the carrying amount may not be recoverable. An 
impairment is recognized to the extent that the amount of 
deferred sales commission exceeds the remaining expected 
gross margin (remaining revenue less remaining direct 
costs) on the goods and services to which the deferred sales 
commission relates. 

Costs incurred during fi scal 
2022, 2021 and 2020 were not 
material.

Total capitalized costs were 
$41.7 million and $43.9 million 
as of December 31, 2022, and 
January 1, 2022, respectively, 
and are included in other assets 
in Cadence’s consolidated 
balance sheet. Amortization 
of these assets was $40.5 
million, $40.1 million and $34.6 
million during fi scal 2022, 
2021 and 2020, respectively, 
and is included in sales and 
marketing expense in Cadence’s 
consolidated income statement.

20 Open Text Corp.

We capitalize software development costs in accordance 
with ASC Topic 350-40, “Internal-Use Software.” We capitalize 
costs for software to be used internally when we enter 
the application development stage. This occurs when 
we complete the preliminary project stage, management 
authorizes and commits to funding the project, and it 
is feasible that the project will be completed, and the 
software will perform the intended function. We cease 
to capitalize costs related to a software project when it 
enters the post-implementation and operation stage. If 
different determinations are made with respect to the state 
of development of a software project, then the amount 
capitalized and the amount charged to expense for that 
project could differ materially.

Costs capitalized during the application development stage 
consist of payroll and related costs for employees who 
are directly associated with, and who devote time directly 
to, a project to develop software for internal use. We also 
capitalize the direct costs of materials and services, which 
generally includes outside contractors, and interest. We do 
not capitalize any general and administrative or overhead 
costs or costs incurred during the application development 
stage related to training or data conversion costs. Costs 
related to upgrades and enhancements to internal-use 
software, if those upgrades and enhancements result in 
additional functionality, are capitalized. If upgrades and 
enhancements do not result in additional functionality, those 
costs are expensed as incurred. If different determinations 
are made with respect to whether upgrades or enhancements 
to software projects would result in additional functionality, 
then the amount capitalized and the amount charged to 
expense for that project could differ materially.

Footnotes have no discussion of capitalization of 
commissions...

We amortize capitalized costs 
with respect to development 
projects for internal-use 
software when the software is 
ready for use. The capitalized 
software development costs 
are generally amortized using 
the straight-line method over 
a three-to-fi ve-year period. In 
determining and reassessing 
the estimated useful life over 
which the cost incurred for the 
software should be amortized, 
we consider the effects of 
obsolescence, technology, 
competition and other 
economic factors. If different 
determinations are made with 
respect to the estimated useful 
life of the software, the amount 
of amortization charged in a 
particular period could differ 
materially.

As of June 30, 2022 and 
2021 our capitalized software 
development costs were $149.1 
million and $127.7 million, 
respectively. Our additions, 
relating to capitalized software 
development costs, incurred 
during Fiscal 2022 and Fiscal 
2021 were $18.2 million and 
$15.4 million, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

21 Gen Digital, Inc. 

The costs for the development of new software products 
and substantial enhancements to existing software products 
are expensed as incurred until technological feasibility has 
been established, at which time any additional costs would 
be capitalized in accordance with the accounting guidance 
for software. Because our current process for developing 
software is essentially completed concurrently with the 
establishment of technological feasibility, which occurs 
upon the completion of a working model, no costs have 
been capitalized for any of the periods presented.

Footnotes have no discussion of capitalization of 
commissions...

We capitalize qualifying costs 
incurred during the application 
development stage related to 
software developed for internal-
use and amortize them over the 
estimated useful life of 3 years. 
We expense costs incurred 
related to the planning and 
post-implementation phases 
of development as incurred. As 
of March 31, 2023, and April 1, 
2022, capitalized costs, net of 
amortization, were $6 million 
and $6 million, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

22 F5, Inc.

The authoritative guidance requires certain internal 
software development costs related to software to be sold 
to be capitalized upon the establishment of technological 
feasibility. Capitalized software development costs are 
amortized over the remaining estimated economic life of 
the product. The company's software development costs 
incurred subsequent to achieving technological feasibility 
have not been signifi cant and, as a result, all software 
development costs have been expensed as research and 
development activities as incurred.

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for initial service 
contracts and subscription offerings are deferred and then 
amortized as an expense on a straight-line basis over the 
period of benefi t which management has determined to be 
4.5 years and 3 years, respectively.

Footnotes have no discussion 
of specifi c data on software 
development

Footnotes have no discussion 
of specifi c data on capitalized 
commissions..

23 DocuSign

We capitalize certain costs incurred for the development 
of computer software for internal use. We capitalize these 
costs during the development of the software project, when 
it is determined that it is probable that the project will be 
completed and the software will be used as intended. Costs 
related to preliminary project activities, post-implementation 
activities, training and maintenance are expensed as 
incurred. Internal-use software is amortized on a straight-
line basis over its estimated useful life of three years, and 
the amortization expense is recorded as a component of 
cost of subscription services. Management evaluates the 
useful lives of these assets on an annual basis and tests for 
impairment whenever events or changes in circumstances 
occur that could impact the recoverability of these assets.

We capitalize sales commissions, certain parts of the 
company bonus and associated payroll taxes paid to internal 
sales personnel that are incremental to the acquisition of 
customer contracts as deferred contract acquisition costs 
in "prepaid expenses and other current assets" and "deferred 
contract acquisition costs—noncurrent" on our consolidated 
balance sheets. We determine whether costs should be 
deferred based on our sales compensation plans, if the 
commissions are in fact incremental and would not have 
occurred absent the customer contract.

Depreciation and amortization 
expenses associated with 
property and equipment was 
$65.5 million, $57.1 million 
and $45.5 million in the years 
ended January 31, 2023, 
2022 and 2021. This included 
amortization expense related to 
capitalized internally-developed 
software costs of $19.7 million, 
$10.3 million and $6.2 million in 
the respective years.

We capitalized $66.1 million, 
$39.0 million and $29.3 million 
of internally developed software 
costs, including $19.2 million, 
$9.8 million and $7.2 million 
of capitalized stock-based 
compensation in the years 
ended January 31, 2023, 2022 
and 2021.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

24 Dropbox

The company capitalizes certain costs related to developed 
or modifi ed software solely for its internal use and cloud-
based applications used to deliver its platform. The company 
capitalizes costs during the application development stage 
once the preliminary project stage is complete, management 
authorizes and commits to funding the project, and it is 
probable that the project will be completed and that the 
software will be used to perform the function intended. 
Costs related to preliminary project activities and post 
implementation activities are expensed as incurred.

Deferred commissions, net is stated as gross deferred 
commissions less accumulated amortization. Sales 
commissions earned by the company’s sales force and 
third-party resellers, as well as related payroll taxes, are 
considered to be incremental and recoverable costs of 
obtaining a contract with a customer. These amounts have 
been capitalized as deferred commissions within prepaid 
and other current assets and other assets on the 
consolidated balance sheets. 

Capitalized internal use 
software costs were not 
material to the company’s 
consolidated fi nancial 
statements during the years 
ended December 31, 2022, 
2021, and 2020.

The company deferred 
incremental costs of obtaining 
a contract of $33.5 million and 
$23.7 million during the years 
ended December 31, 2022 and 
2021, respectively. Deferred 
commissions, net included 
in prepaid and other current 
assets were $33.6 million and 
$30.8 million as of December 
31, 2022 and 2021, respectively. 
Deferred commissions, net 
included in other assets were 
$25.7 million and $34.6 million 
as of December 31, 2022 and 
2021, respectively.

25 Crowdstrike 
Holdings, Inc.

The company capitalizes certain development costs incurred 
in connection with its internal-use software and website 
development. These capitalized costs are primarily related to 
the company’s cloud-delivered solution for next-generation 
endpoint protection, as well as redefi ning, redesigning and 
rebuilding crowdstrike.com. Costs incurred in the preliminary 
stages of development are expensed as incurred. Once an 
application has reached the development stage, internal and 
external costs, if direct, are capitalized until the internal-use 
software and website are substantially complete and ready 
for their intended use. The company contracts with third-
party information technology providers for various service 
arrangements including software, platform and information 
technology infrastructure. The company capitalizes the 
implementation costs incurred to develop or obtain internal-
use software in such arrangements, which are recorded 
as part of property and equipment, net in the consolidated 
balance sheets. All capitalized implementation costs are 
amortized over the term of the arrangement, which includes 
reasonably certain renewals. Costs incurred during the 
preliminary project and post-implementation stages are 
expensed as the activities are performed.

Capitalization ceases upon completion of all substantial 
testing. The company also capitalizes costs related to 
specifi c upgrades and enhancements when it is probable the 
expenditures will result in additional functionality. Capitalized 
costs are recorded as property and equipment, net. 
Maintenance and training costs are expensed as incurred. 
Internal-use software and website development costs 
are amortized to cost of revenue on a straight-line basis 
over its estimated useful life of three years. Management 
evaluates the useful lives of these assets on an annual basis 
and tests for impairment whenever events or changes in 
circumstances occur that could impact the recoverability 
of these assets.

Under ASC 340-40, Other Assets and Deferred Costs – 
Contracts with Customers, the company capitalizes contract 
acquisition costs that are incremental to the acquisition of 
customer contracts. Contract acquisition costs are accrued 
and capitalized upon execution of the sales contract by the 
customer. Sales commissions for renewal of a contract are 
not considered commensurate with the commissions paid 
for the acquisition of the initial contract or follow-on upsell 
given the substantive difference in commission rates in 
proportion to their respective contract values. Commissions, 
including referral fees paid to referral partners, earned upon 
the initial acquisition of a contract or subsequent upsell 
are amortized over an estimated period of benefi t of four 
years while commissions earned for renewal contracts are 
amortized over the contractual term of the renewals. Sales 
commissions associated with professional service contracts 
are amortized ratably over an estimated period of benefi t of 
eight months.

The company capitalized $49.3 
million, $30.7 million and $14 
million in internal-use software 
and website development costs 
during the fi scal years ended 
January 31, 2023, January 31, 
2022, and January 31, 2021, 
respectively. Amortization 
expense associated with 
internal-use software and 
website development costs 
totaled $21.5 million, $12.4 
million and $7.9 million 
during the fi scal years ended 
January 31, 2023, January 31, 
2022, and January 31, 2021, 
respectively. The net-book 
value of capitalized internal-
use software and website 
development costs was $66.3 
million and $38.6 million as of 
January 31, 2023, and January 
31, 2022, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

26 Veeva 
Systems, Inc.

We capitalize certain costs incurred for the development of 
computer software for internal use. We capitalize these costs 
during the development of the project, when it is determined 
that it is probable that the project will be completed and 
the software will be used as intended. Costs related to 
preliminary project activities, post-implementation activities, 
training, and maintenance are expensed as incurred. Internal-
use software is amortized on a straight-line basis over its 
estimated useful life of three years, and the amortization 
expense is recorded as a component of cost of subscription 
services. Management evaluates the useful lives of these 
assets on an annual basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets.

Deferred costs represents sales commissions associated 
with obtaining a contract with a customer. These costs are 
deferred and then amortized over a period of benefi t that we 
have determined to be one to three years. We determined the 
period of benefi t by taking into consideration the expected 
renewal period of our customer contracts, our technology 
and other factors. Amortization expense is included in sales 
and marketing expenses in the accompanying consolidated 
statements of comprehensive income.

Footnotes have no 
discussion of specifi c data 
on capitalization of software 
development. 

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

27 Snowfl ake, Inc.

The company capitalizes qualifying internal-use software 
development costs, primarily related to its cloud platform. 
The costs consist of personnel costs (including related 
benefi ts and stock-based compensation) that are incurred 
during the application development stage. Capitalization of 
costs begins when two criteria are met: (1) the preliminary 
project stage is completed and (2) it is probable that the 
software will be completed and used for its intended function. 
Capitalization ceases when the software is substantially 
complete and ready for its intended use, including the 
completion of all signifi cant testing. Costs related to 
preliminary project activities and post-implementation 
operating activities are expensed as incurred.

Capitalized costs are included in property and equipment, 
net on the consolidated balance sheets. These costs 
are amortized over the estimated useful life of the 
software, which is three years, on a straight-line basis. The 
amortization of capitalized costs related to the company’s 
platform applications is primarily included in cost of revenue 
in the consolidated statements of operations.

Footnotes have no discussion of capitalization of 
commissions..

Depreciation and amortization 
expense was $24.7 million, 
$13.7 million and $7.0 million 
for the fi scal years ended 
January 31, 2023, 2022 and 
2021, respectively. Included 
in these amounts were the 
amortization of capitalized 
internal-use software 
development costs of 
$10.2 million, $4.2 million 
and $2.9 million for the fi scal 
years ended January 31, 2023, 
2022 and 2021, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

28 Ansys, Inc. Footnotes have no discussion of specifi c date on 
capitalization of software development. 

Footnotes have no discussion of capitalization of 
commissions..

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

29 RingCentral, Inc.

The company capitalizes qualifying internal-use software 
development costs that are incurred during the application 
development stage, provided that management with the 
relevant authority authorizes and commits to the funding 
of the project, it is probable the project will be completed, 
and the software will be used to perform the function 
intended. Costs related to preliminary project activities and 
post implementation activities are expensed as incurred. 
Capitalized internal-use software development costs are 
included in property and equipment and are amortized on a 
straight-line basis over their estimated useful lives.

The company capitalizes sales commission expenses and 
associated payroll taxes paid to internal sales personnel and 
resellers who sell the company’s offerings. The resellers are 
selling agents for the company and earn sales commissions, 
which are directly tied to the value of the contracts that the 
company enters with the end-user customers. These sales 
commissions are incremental costs the company incurs to 
obtain contracts with its end-user customers. The company 
pays sales commissions on initial contracts and contracts 
for increased purchases with existing customers (expansion 
contracts). The company generally does not pay sales 
commissions for contract renewals.

These sales commission costs are deferred and then 
amortized over the expected period of benefi t, which is 
estimated to be fi ve years. The company has determined 
the period of benefi t taking into consideration the expected 
subscription term and expected renewal periods of its 
customer contracts, the duration of its relationships with its 
customers considering historical and expected customer 
retention, technology and other factors. Amortization 
expense is included in sales and marketing expenses in 
the accompanying consolidated statements of operations. 
The company evaluates its deferred and prepaid sales 
commission costs for possible recoverability whenever 
events or changes in circumstances have occurred that 
could indicate the carrying amount of such assets may not 
be recoverable. Refer to Note 5 – Strategic Partnerships and 
Asset Acquisitions in this Annual Report on Form 10-K for 
further information regarding the company’s assessment of 
its recoverability and subsequent non-cash asset write-down 
of its deferred and prepaid sales commission balances with 
Avaya and ALE.

For the years ended December 
31, 2022 and 2021, the 
company capitalized $59.2 
million and $50.1 million, net 
of impairment, of internal-use 
software development costs, 
respectively. The carrying 
value of internal-use software 
development costs was $119.4 
million and $94.6 million at 
December 31, 2022 and 2021, 
respectively.

Amortization expense for the 
deferred and prepaid sales 
commission costs for the 
years ended December 31, 
2022, 2021 and 2020 were 
$115.2 million, $74.2 million 
and $47.2 million, respectively. 
There was no impairment 
loss in relation to the deferred 
commission costs capitalized 
for the periods presented.

30 PTC

We incur costs to develop computer software to be licensed 
or otherwise marketed to customers. Our research and 
development expenses consist principally of salaries 
and benefi ts, costs of computer equipment and facility 
expenses. Research and development costs are expensed 
as incurred, except for costs of internally developed or 
externally purchased software that qualify for capitalization. 
Development costs for software to be sold externally 
incurred subsequent to the establishment of technological 
feasibility, but prior to the general release of the product, 
are capitalized and, upon general release, are amortized 
using the greater of either the straight-line method over 
the expected life of the related products or based upon 
the pattern in which economic benefi ts related to such 
assets are realized. The straight-line method is used if 
it approximates the same amount of expense as that 
calculated using the ratio that current period gross product 
revenues bear to total anticipated gross product revenues. 

We recognize an asset for the incremental costs of obtaining 
a contract with a customer if the benefi t of those costs is 
expected to be longer than one year. These deferred costs 
(primarily commissions) are amortized proportionately 
related to revenue over fi ve years, which is generally 
longer than the term of the initial contract because of 
anticipated renewals as commissions for renewals are 
not commensurate with commissions related to our initial 
contracts.

We purchased software of 
$6 million and $0.6 million in 
2022 and 2021, respectively. 
Additionally, we acquired 
capitalized software through 
business combinations (for 
further detail, see Note 6. 
Acquisitions and Disposition 
of Business). These assets 
are included in intangible 
assets in the accompanying 
consolidated balance sheets. 
No development costs for 
software to be sold externally 
were capitalized in 2022, 2021 
or 2020.

 As of September 30, 2022, and 
September 30, 2021, deferred 
costs of $40.7 million and 
$40.2 million, respectively, 
were included in Other current 
assets and $77.0 million and 
$81.1 million, respectively, 
were included in other assets. 
Amortization expense related to 
costs to obtain a contract with 
a customer was $50.9 million 
and $46.7 million in the years 
ended September 30, 2022, and 
2021, respectively. There were 
no impairments of the contract 
cost asset in the years ended 
September 30, 2022, and 2021.

31 Palantir 
Technologies

Qualifying capitalized software and content development 
costs are amortized on a straight-line basis over the software 
asset's estimated useful life, which is generally 3 to 7 years. 
We evaluate the useful lives of these assets on an annual 
basis and test

Incremental costs of obtaining a contract include only those 
costs that are directly related to the acquisition of contracts, 
including sales commissions, and that would not have been 
incurred if the contract had not been obtained. The company 
recognizes a contract cost asset for the incremental costs of 
obtaining a contract with a customer if it is expected that the 
economic benefi t and amortization period will be longer than 
one year. Costs to obtain contracts were not material in the 
periods presented.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

32 Okta, Inc. Footnotes have no discussion of specifi c data on software 
development.

Sales commissions earned by the company’s sales force 
are generally considered incremental and recoverable costs 
of obtaining a contract with a customer. Sales commissions 
for new revenue contracts, including incremental sales 
to existing customers, are deferred and then amortized 
on a straight-line basis over a period of benefi t, which 
is determined to be generally fi ve years. The company 
determined the period of benefi t by taking into consideration 
the terms of its customer contracts, its technology and 
other factors.

Footnotes have no discussion 
of specifi c data on software 
development.

Sales commissions capitalized 
as contract costs totaled $121 
million and $171 million in 
fi scal years 2023 and 2022, 
respectively. Amortization of 
contract costs was $84 million, 
$57 million and $40 million in 
fi scal years 2023, 2022 and 
2021, respectively. Amortization 
expense is included in sales 
and marketing expenses in the 
accompanying consolidated 
statements of operations.

33
Tyler 
Technologies, 
Inc. 

We capitalize software development costs upon the 
establishment of technological feasibility and prior to 
the availability of the product for general release to 
customers for software sold to third parties and for 
application development costs of software developed for 
internal use. Software development costs primarily consist 
of personnel costs. 

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for initial contracts 
are deferred and then amortized commensurate with the 
recognition of associated revenue over a period of benefi t 
that we have determined to be three to seven years. We 
utilized the “portfolio approach” practical expedient, which 
allows entities to apply the guidance to a portfolio of 
contracts with similar characteristics because the effects 
on the fi nancial statements of this approach would not 
differ materially from applying the guidance to individual 
contracts. Using the “portfolio approach,” we determined the 
period of benefi t by taking into consideration our customer 
contracts, our technology life cycle and other factors. Sales 
commissions for renewal contracts are generally not paid 
in connection with the renewal of a contract. In the small 
number of instances where a commission is paid on a 
renewal, it is not commensurate with the commission paid 
on the initial sale and is recognized over the term of renewal, 
which is generally one year. Amortization expense related 
to deferred commissions is included in sales and marketing 
expense in the accompanying consolidated statements 
of income. Refer to Note 20 - “Deferred Commissions” for 
further information.

Prepaid expenses and other current assets include direct 
and incremental costs such as commissions associated 
with arrangements for which revenue recognition has been 
deferred. Such costs are expensed at the time the related 
revenue is recognized.

During the 12 months period 
ended December 31, 2022, 
and 2021, respectively, we 
capitalized approximately 
$27.6 million and $21.7 million 
of software development 
costs. We begin to amortize 
capitalized costs when 
a product is available for 
general release to customers 
and internal use software is 
ready for its intended use. 
Amortization expense is 
determined on a product-by-
product basis at a rate not less 
than straight-line basis over the 
software’s remaining estimated 
economic life of, generally, three 
to fi ve years.

Sales commissions earned 
by our sales force are 
considered incremental and 
recoverable costs of obtaining 
a contract with a customer. 
Sales commissions for initial 
contracts are deferred and then 
amortized commensurate with 
the recognition of associated 
revenue over a period of benefi t 
that we have determined to be 
generally three to seven years. 
Deferred commissions were 
$43.8 million and $38.1 million 
as of December 31, 2022, and 
2021, respectively. Amortization 
expense was $15.4 million, 
$13.4 million and $11.9 million 
for the 12 months ended 
December 31, 2022, 2021 and 
2020, respectively. There were 
no indicators of impairment in 
relation to the costs capitalized 
for the periods presented. 
Deferred commissions have 
been included with prepaid 
expenses for the current portion 
and non-current other assets 
for the long-term portion in the 
accompanying consolidated 
balance sheets. Amortization 
expense related to deferred 
commissions is included in 
sales and marketing expense in 
the accompanying consolidated 
statements of income.

34 Teradata Corp.

Direct development costs associated with internal-use 
software are capitalized and amortized over the estimated 
useful lives of the resulting software. The costs are 
capitalized when both the preliminary project stage is 
completed and it is probable that computer software being 
developed will be completed and placed in service. Teradata 
typically amortizes capitalized internal-use software on a 
straight-line basis over three years beginning when the 
asset is substantially ready for use.

The company capitalizes sales commissions and other 
contract costs that are incremental direct costs of obtaining 
customer contracts if the expected amortization period of 
the asset is greater than one year. These costs are recorded 
in capitalized contract costs on the company’s balance 
sheet. The capitalized amounts are calculated based on the 
sales commissions for individual multi-term contracts. The 
judgments made in determining the amount of costs incurred 
include whether the commissions are in fact incremental 
and would not have occurred absent the customer contract. 
Costs to obtain a contract are amortized as selling, general 
and administrative expenses on a straight-line basis over the 
expected period of benefi t, which is typically four years. These 
costs are periodically reviewed for impairment.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

35 HubSpot

Capitalized Software Development Costs — Certain 
payroll and stock compensation costs incurred to develop 
functionality for the company’s software and internally 
built software platforms, as well as certain upgrades and 
enhancements that are expected to result in enhanced 
functionality are capitalized. Certain implementation 
costs, including external direct costs, incurred during the 
development stage of cloud computing arrangements 
are also capitalized. The costs incurred in the preliminary 
stages of development are expensed as incurred. Once an 
application has reached the development stage, the company 
capitalizes certain software development costs for new 
offerings as well as upgrades to existing software platforms. 
Capitalized software development costs are amortized on 
a straight-line basis over their estimated useful life of two 
to fi ve years. Management evaluates the useful lives of 
these assets on a quarterly basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. 

The company determines the amount of internal software 
costs to be capitalized based on the amount of time spent 
by the developers on projects in the application stage of 
development. There is judgment involved in estimating time 
allocated to a particular project in the application stage. 
Costs associated with building or signifi cantly enhancing 
the CRM Platform and internally built software platforms 
are capitalized, while costs associated with planning new 
developments and maintaining the CRM Platform software 
and internally built software platforms are expensed as 
incurred.

The incremental direct costs of obtaining a contract, 
which primarily consist of sales commissions paid for new 
subscription contracts, are deferred and amortized on a 
straight-line basis over a period of approximately two to four 
years. The two-to- four-year period has been determined 
by taking into consideration the type of product sold, the 
commitment term of the customer contract, the nature of 
the company’s technology development life-cycle and an 
estimated customer relationship period. Sales commissions 
for upgrade contracts are deferred and amortized on a 
straight-line basis over the remaining estimated customer 
relationship period of the related customer. Deferred 
commission expense that will be recorded as expense during 
the succeeding 12-month period is recorded as current 
deferred commission expense, and the remaining portion is 
recorded as long-term deferred commission expense. 

Footnotes have no discussion 
of specifi c data on software 
development.

Deferred commission 
expense during the year ended 
December 31, 2022, increased 
by $35.1 million as a result of 
deferring incremental costs 
of obtaining a contract of 
$115.6 million and was offset 
by amortization of $80.5 million 
during the same period.

36 Datadog

The company capitalizes qualifying internal use software 
development costs related to its cloud platform. The costs 
consist of personnel costs (including related benefi ts and 
stock-based compensation) that are incurred during the 
application development stage. Capitalization of costs 
begins when two criteria are met: (1) the preliminary project 
stage is completed, and (2) it is probable that the software 
will be completed and used for its intended function. 
Capitalization ceases when the software is substantially 
complete and ready for its intended use, including the 
completion of all signifi cant testing. Costs related to 
preliminary project activities and post implementation 
operating activities are expensed as incurred.

Sales commissions earned by the company’s sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. There are no sales commissions 
earned on renewals. These costs are deferred and then 
amortized over a period of benefi t, which is determined to be 
four years. The company determined the period of benefi t by 
taking into consideration the length of terms in its customer 
contracts, life of the technology and other factors. Amounts 
expected to be recognized within one year of the balance 
sheet date are recorded as deferred contract costs, current; 
the remaining portion is recorded as deferred contract costs, 
non-current, in the consolidated balance sheets. Deferred 
contract costs are periodically analyzed for impairment. 
Amortization expense is included in sales and marketing 
expenses in the accompanying consolidated statements 
of operations.

Footnotes have no discussion 
of specifi c data on software 
development.

Deferred contract costs on 
the company’s consolidated 
balance sheets were $88.4 
million and $65.3 million as of 
December 31, 2022, and 2021, 
respectively. Amortization 
expense was $28.0 million, 
$17.9 million and $10.4 million 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively.

37
National 
Instruments 
Corp.

The amounts in the table above are net of fully amortized 
assets. Amortization of capitalized software development 
costs is computed on an individual product basis for those 
products available for market and is recognized based on the 
product’s estimated economic life, which range from three to 
six years

We recognize an asset for the incremental costs of obtaining 
a contract with a customer if we expect the benefi t of those 
costs to be longer than one year. We have determined that 
certain sales incentive programs meet the requirements 
to be capitalized. Capitalized incremental costs related to 
initial contracts and renewals are amortized over the same 
period because the commissions paid on both the initial 
contract and renewals are commensurate with one another. 
Total capitalized costs to obtain a contract were not material 
during the periods presented and are included in other long-
term assets on our consolidated balance sheets. The net 
effect of capitalization and amortization of these costs was 
not material to our results of operating during the periods 
presented.

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

38 Qualtrics 
International, Inc.

The company capitalizes certain development costs 
incurred in connection with its internal-use software. These 
capitalized costs are primarily related to the software 
platforms that are hosted by the company and accessed by 
its customers on a subscription basis. Costs incurred in the 
preliminary stages of development are expensed as incurred 
as research and development costs. Once an application has 
reached the development stage, internal and external costs, 
if direct and incremental, are capitalized until the software 
is substantially complete and ready for its intended use. The 
company also capitalizes costs related to specifi c upgrades 
and enhancements when it is probable the expenditures 
will result in additional functionality. Capitalized costs are 
recorded as part of property and equipment. Maintenance 
and training costs are expensed as incurred. Internal-use 
software is amortized on a straight-line basis over its 
estimated useful life of 24 months. 

Deferred contract acquisition costs, net is stated at gross 
deferred contract acquisition costs less accumulated 
amortization. Sales commissions and related payroll taxes 
for initial software-as-a-service (SaaS) subscription contracts 
earned by the company’s sales force are considered to be 
incremental and recoverable costs of obtaining a contract 
with a customer. As a result, these amounts have been 
capitalized as deferred contract acquisition costs on the 
consolidated balance sheets.  Sales commissions for 
renewal contracts are not considered commensurate with 
the commissions paid for the acquisition of an initial SaaS 
subscription contract, given the substantive difference 
in commission rates in proportion to their respective 
contract values. After the conclusion of the initial contract 
period, commissions paid on subsequent renewals are 
commensurate year after year. As such, the company 
expenses renewal commissions as incurred.

Deferred contract acquisition costs are amortized over 
an estimated period of benefi t of fi ve years. The period 
of benefi t was estimated by considering factors such as 
estimated average customer life, the rate of technological 
change in the subscription service, and the impact of 
competition in its industry. As the company’s average 
customer life signifi cantly exceeded the rate of change in its 
technology, the company concluded that the rate of change 
in the technology underlying the company’s subscription 
service was the most signifi cant factor in determining the 
period of benefi t for which the asset relates. In evaluating 
the rate of change in the technology, the company 
considered the competition in the industry, its commitment 
to continuous innovation, and the frequency of product, 
platform, and technology updates. The company determined 
that the impact of competition in the industry is refl ected 
in the period of benefi t through the rate of technological 
change.

Internal-use software is 
amortized on a straight-line 
basis over its estimated useful 
life of 24 months. The company 
recognized amortization 
expenses of $19.4 million, 
$13.5 million, and $12.5 million 
related to capitalized internal-
use software for the years 
ended December 31, 2022, 
2021, and 2020, respectively, 
within cost of subscription 
revenue.

The company capitalized 
additional deferred contract 
acquisition costs of $133.2 
million and $99.9 million during 
the years ended December 31, 
2022, and 2021, respectively. 
The company determined that 
the impact of competition in 
the industry is refl ected in the 
period of benefi t through the 
rate of technological change. 
Amortization of deferred 
contract acquisition costs 
were $71.6 million, $50 million 
and $32.1 million for the years 
ended December 31, 2022, 
2021 and 2020, respectively. 
Amortization of deferred 
contract acquisition costs are 
included in sales and marketing 
expense in the accompanying 
consolidated statements of 
comprehensive loss.
The company capitalized 
additional deferred contract 
acquisition costs of $133.2 
million and $99.9 million during 
the years ended December 31, 
2022, and 2021, respectively.

39 Unity 
Software, Inc.

We capitalize implementation costs incurred in our cloud 
computing service arrangements related to enterprise 
software solutions (“capitalized implementation costs”) and 
costs associated with customized internal-use software 
systems that have reached the application development 
stage. Such capitalized costs include external direct costs 
utilized in developing or obtaining the applications and 
payroll and payroll-related expenses for employees, who are 
directly associated with the development of the applications. 
We capitalize such costs during the application development 
stage, which begins when the preliminary project stage is 
complete and ceases at the point in which the project is 
substantially complete and is ready for its intended purpose. 
Capitalized software costs are amortized on a straight-line 
basis over their estimated useful life, which is generally two 
to three years. Management evaluates the useful lives of 
these assets on an annual basis and tests for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. Capitalized 
implementation costs are expensed over the term of the 
hosting arrangement, which is the fi xed, non-cancellable 
term of the arrangement, plus any reasonably certain 
renewal periods.

Sales commissions that have a benefi t beyond one year are 
capitalized and amortized on a straight line method over the 
expected period of benefi t, which is generally three years.

The amount of capitalized 
software costs and capitalized 
implementation costs was 
$5.7 million and $5.9 million, 
respectively, during the year 
ended December 31, 2022, 
and $1.2 million and $4.7 
million, respectively, during 
the year ended December 31, 
2021. Capitalized software 
costs are included in property 
and equipment, net, on 
the consolidated balance 
sheets. The current portion of 
capitalized implementation 
costs are included in prepaid 
expenses on the consolidated 
balance sheets, and the non-
current portion of capitalized 
implementation costs are 
included in other assets on the 
consolidated balance sheets.

As of December 31, 2022, 
capitalized commissions, net 
of amortization, included in 
prepaid expenses and other 
and other assets were 
$8.8 million and $5.3 
million, respectively. As 
of December 31, 2021, 
capitalized commissions, net 
of amortization, included in 
prepaid expenses and other 
and other assets were 
$7.9 million and $8.7 million, 
respectively.

For the years ended December 
31, 2022, and 2021, we 
recorded amortization costs 
of $9.4 million and $5.6 million, 
respectively, in sales and 
marketing expenses. We did 
not incur any impairment 
losses for the years ended 
December 31, 2022 and 2021.

40 Paycom 
Software, Inc.

Capitalized costs include services associated with 
developing or obtaining internal use computer software and 
certain payroll and payroll-related costs for employees who 
are directly associated with internal-use computer software 
projects. The amount of payroll costs that are capitalized 
with respect to these employees is limited to the time directly 
spent on such projects. Expenditures for software purchases 
and software developed or obtained for internal use are 
capitalized and amortized over a three-year period on a 
straight-line basis. Costs associated with preliminary project 
stage activities, training, maintenance and all other post-
implementation stage activities are expensed as incurred. 
We also expense internal costs related to minor upgrades 
and enhancements, as it is impractical to separate these 
costs from normal maintenance activities.

We recognize an asset for the incremental costs of obtaining 
a contract with a client if we expect the amortization period 
to be longer than one year. We also recognize an asset for 
the costs to fulfi ll a contract with a client if such costs are 
specifi cally identifi able, generate or enhance resources used 
to satisfy future performance obligations, and are expected 
to be recovered. We have determined that substantially all 
costs related to implementation activities are administrative 
in nature and also meet the capitalization criteria under ASC 
340-40. These capitalized costs to fulfi ll principally relate 
to upfront direct costs that are expected to be recovered 
through margin and that enhance our ability to satisfy future 
performance obligations.  

The assets related to both costs to obtain, and costs to 
fulfi ll, contracts with clients are accounted for utilizing a 
portfolio approach, and are capitalized and amortized over 
the expected period of benefi t, which we have determined 
to be the estimated client relationship of 10 years. The 
expected period of benefi t has been determined to be the 
estimated life of the client relationship primarily because 
we incur no new costs to obtain, or costs to fulfi ll, a contract 
upon renewal of such contract. Additional commission costs 
may be incurred when an existing client purchases additional 
applications; however, these commission costs relate solely 
to the additional applications purchased and are not related 
to contract renewal. Furthermore, additional fulfi llment 
costs associated with existing clients purchasing additional 
applications are minimized by our seamless single-database 
platform. These assets are presented as deferred contract 
costs in the accompanying consolidated balance sheets. 
Amortization expense related to costs to obtain and costs to 
fulfi ll a contract are included in the “sales and marketing” and 
“general and administrative” line items in the accompanying 
consolidated statements of comprehensive income.

The total capitalized payroll 
costs related to internal use 
computer software projects 
were $66.4 million and $52.9 
million during the years ended 
December 31, 2022, and 2021, 
respectively, and are included 
in property and equipment. 
Amortization expense of 
capitalized software costs were 
$47.3 million, $36.5 million 
and $27.1 million for the years 
ended December 31, 2022, 2021 
and 2020, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

41 Nutanix, Inc.

Our research and development expense consists primarily of 
product development personnel costs, including salaries and 
benefi ts, stock-based compensation and allocated facilities 
costs. Research and development costs are expensed as 
incurred. Currently, we expense the software development 
costs incurred in the research and development of new 
products and enhancements to existing products as incurred, 
as from the inception of the product development, our 
software products are primarily intended to be marketed 
and sold to customers on-premises, either standalone 
and/or with other product offerings.

We capitalize commissions paid to sales personnel and the 
related payroll taxes when customer contracts are signed. 
These costs are recorded as deferred commissions in 
our consolidated balance sheets, current and non-current. 
We determine whether costs should be deferred based 
on our sales compensation plans if the commissions are 
incremental and would not have been incurred absent the 
execution of the customer contract. Commissions paid upon 
the initial acquisition of a contract are recognized over the 
estimated period of benefi t, which may exceed the term 
of the initial contract if the commissions expected to be 
paid upon renewal are not commensurate with that of the 
initial contract. Accordingly, deferred costs are recognized 
on a systematic basis that is consistent with the pattern 
of revenue recognition allocated to each performance 
obligation over the entire period of benefi t and included in 
sales and marketing expense in our consolidated statements 
of operations. We determine the estimated period of benefi t 
by evaluating the expected renewals of customer contracts, 
the duration of relationships with our customers, customer 
retention data, our technology development lifecycle and 
other factors. Deferred costs are periodically reviewed for 
impairment. 

Footnotes have no discussion 
of specifi c data on software 
development.

During the fi scal year ended 
July 31, 2021, we recognized 
revenue of approximately 
$488.2 million pertaining to 
amounts deferred as of July 
31, 2020. During the fi scal 
year ended July 31, 2022, 
we recognized revenue of 
approximately $592.6 million 
pertaining to amounts deferred 
as of July 31, 2021. 
Many of our contracted but 
not invoiced performance 
obligations are subject to 
cancellation terms. Revenue 
allocated to remaining 
performance obligations 
represents contracted 
revenue that has not yet been 
recognized (""contracted not 
recognized""), which includes 
deferred revenue and non-
cancellable amounts that will 
be invoiced and recognized 
as revenue in future periods 
and excludes performance 
obligations that are subject to 
cancellation terms. Contracted 
not recognized revenue was 
approximately $1.6 billion 
as of July 31, 2022, of which 
we expect to recognize 
approximately 54% over the 
next 12 months, and the 
remainder thereafter. 

42 MongoDB

Software development costs for software to be sold, leased, 
or otherwise marketed are expensed as incurred until the 
establishment of technological feasibility, at which time 
those costs are capitalized until the product is available 
for general release to customers and amortized over the 
estimated life of the product. Technological feasibility is 
established upon the completion of a working prototype 
that has been certifi ed as having no critical bugs and is a 
release candidate. To date, costs and time incurred between 
the establishment of technological feasibility and product 
release have not been material, resulting in software 
development costs qualifying for capitalization being 
immaterial. As a result, the company has not capitalized any 
related software development costs in any of the periods 
presented.

Costs related to software acquired, developed, or modifi ed 
solely to meet the company’s internal requirements, with no 
substantive plans to market such software at the time of 
development, costs related to the development of web-based 
product, or implementation costs incurred in a hosting 
arrangement that is a service contract, are capitalized during 
the application development stage. Costs incurred during the 
preliminary planning and evaluation stage of the project and 
during post-implementation operational stage are expensed 
as incurred. 

The company capitalizes its incremental costs of obtaining 
subscription contracts with customers, which generally 
consist of sales commissions paid to the company’s sales 
force and related payroll taxes. Incremental costs that are 
expected to be amortized during the succeeding 12 months 
are recorded on the company’s consolidated balance sheets 
as deferred commissions with the remaining, non-current, 
portion recorded under other assets. Deferred commissions 
are amortized over a period of benefi t that the company 
has determined to be generally fi ve years. The company 
determined the period of benefi t by taking into consideration 
the length of its customer contracts, its technology and 
other factors. Deferred commissions also include all other 
sales commissions and related payroll taxes for subscription 
contracts, which are amortized based on the pattern of the 
associated revenue recognition over the related contractual 
subscription period. Sales commissions are generally paid 
up front and one month in arrears, however, the timing of 
payment is based on contractual terms of the underlying 
subscription contract and is subject to an evaluation of 
customer creditworthiness. The deferred commission 
amounts are recoverable through the future revenue streams 
under the non-cancellable customer contracts. Amortization 
of deferred commissions is included in sales and marketing 
expense in the consolidated statements of operations. The 
company adopted the practical expedient that permits an 
entity to expense the costs to obtain a contract as incurred 
when the expected amortization period is one year or 
less. Deferred commissions are reviewed periodically for 
impairment.

To date, costs and time incurred 
between the establishment 
of technological feasibility 
and product release have not 
been material, resulting in 
software development costs 
qualifying for capitalization 
being immaterial. As a 
result, the company has not 
capitalized any related software 
development costs in any of the 
periods presented.

There were no material 
qualifying costs incurred during 
the application development 
stage and the company did not 
capitalize any qualifying costs 
related to computer software 
developed for internal use, or 
implementation costs incurred 
in a hosting arrangement that is 
a service contract in the years 
ended January 31, 2023, and 
2022.

Deferred commissions were 
$252.4 million and $203.3 
million as of January 31, 
2023, and 2022, respectively. 
Amortization expense 
with respect to deferred 
commissions, which is included 
in sales and marketing expense 
in the company’s consolidated 
statements of operations, was 
$79 million, $49.1 million and 
$28.6 million for years ended 
January 31, 2023, 2022 and 
2021, respectively. There was 
no impairment loss in relation 
to the costs capitalized for the 
periods presented.

43 Ceridian HCM

We capitalize costs associated with software developed or 
obtained for internal use when both the preliminary project 
stage is completed and our management has authorized 
further funding for the project, which it deems probable of 
completion. Capitalized software costs include only: (1) 
external direct costs of materials and services consumed in 
developing or obtaining the software; (2) payroll and payroll-
related costs for employees who are directly associated 
with and who devote time to the project; and (3) interest 
costs incurred while developing the software. Capitalization 
of these costs ceases no later than the point at which the 
project is substantially complete and ready for its intended 
purpose. We do not include general and administrative costs 
and overhead costs in capitalizable costs. Research and 
development costs, product management and other software 
maintenance costs related to software development are 
expensed as incurred.

Deferred costs primarily consist of deferred sales 
commissions. Sales commissions paid based on the annual 
contract value of a signed customer contract are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions paid based on the 
annual contract value are deferred and then amortized on a 
straight-line basis over a period of benefi t. As of December 
1, 2022, we increased the expected period of benefi t of our 
deferred sales commissions from fi ve years to 10 years. This 
change in accounting estimate and related customer period 
of benefi t is largely attributable to new evidence of longer 
customer relationships such as increases in the proportion 
of new customer contracts greater than three years as well 
as our continued high customer retention rates. The change 
was made on a prospective basis.

We had capitalized software 
costs, net of accumulated 
amortization, of $133.4 
million and $92.8 million as 
of December 31, 2022, and 
2021, respectively, included in 
property, plant and equipment, 
net in the accompanying 
consolidated balance sheets. 
We amortize software costs on 
a straight-line basis over the 
expected life of the software, 
generally a range of two to 
seven years. Amortization of 
software costs totaled $43.5 
million, $37.0 million and $30.6 
million for the years ended 
December 31, 2022, 2021 and 
2020, respectively. 

The effect of this change 
reduced amortization expense 
by $3.2 million for the 12 
months ended December 31, 
2022. The change in estimate 
will also impact future periods, 
with an estimated reduction 
to amortization expense in the 
range of $35 million to $37 
million for the 12 months ended 
December 31, 2023.

44 Dynatrace, Inc.

The company’s capitalized software includes the costs 
of internally developed software technology and software 
technology purchased through acquisition. Internally 
developed software technology consists of development 
costs associated with software products to be sold 
(“software products”) and internal-use software associated 
with hosted software.

Costs associated with the development of software 
technology are expensed prior to the establishment of 
technological feasibility and capitalized thereafter until the 
related software technology is available for general release 
to customers. Technological feasibility is established when 
management has authorized and committed to funding a 
project and it is probable that the project will be completed, 
and the software will be used to perform the function 
intended. 

The amortization of capitalized software technology 
is computed on a project-by-project basis. The annual 
amortization is the greater of the amount computed using 
(a) the ratio of current gross revenues compared with the 
total of current and anticipated future revenues for the 
software technology or (b) the straight-line method over 
the remaining estimated economic life of the software 
technology, including the period being reported on. 
Amortization begins when the software technology is 
available for general release to customers. The amortization 
period for capitalized software is generally three to fi ve years.

Deferred sales commissions earned by the company’s sales 
force are considered incremental and recoverable costs of 
obtaining a contract with a customer. Sales commissions for 
new contracts are deferred and then amortized on a straight-
line basis over a period of benefi t which the company has 
estimated to be three years. The period of benefi t has been 
determined by taking into consideration the duration of 
customer contracts, the life of the technology, renewals 
of maintenance and other factors. Sales commissions 
for renewal contracts are deferred and then amortized on 
a straight-line basis over the related contractual renewal 
period. Amortization expense is included in “Sales and 
marketing” expenses on the consolidated statements of 
operations.

The company periodically reviews these deferred costs to 
determine whether events or changes in circumstances have 
occurred that could impact the period of benefi t of these 
deferred commissions. There were no impairment losses 
recorded during the periods presented.

During the years ended 
March 31, 2023 and 2022, 
the company did not capitalize 
any costs for internally 
developed software technology. 
The company capitalized 
$0.3 million, offset by
$0.5 million of derecognized 
software costs during the year 
ended March 31, 2021.

Amortization of internally 
developed capitalized software 
technology was $0.2 million, 
$0.6 million, and $1.9 million 
during the years ended March 
31, 2023, 2022 and 2021, 
respectively, and is recorded 
within “Cost of subscription” in 
the consolidated statements of 
operations.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

45 Bentley 
Systems, Inc.

The company’s software development costs, including 
costs to develop software products or the software 
component of products to be sold, leased, or marketed 
to external accounts, before technological feasibility is 
reached, are included in Research and development in 
the consolidated statements of operations. Research and 
development expenses, which are generally expensed as 
incurred, primarily consist of personnel and related costs of 
the company’s research and development staff, including 
colleagues’ salaries, incentives, and benefi ts, and costs 
of certain third-party contractors, as well as allocated 
overhead costs. In general, technological feasibility is 
reached shortly before the release of such products.

We capitalize certain incremental costs of obtaining a 
contract and recognize these expenses over the period of 
benefi t associated with these costs, resulting in a deferral 
of certain contract costs each period. The contract costs 
are amortized based on the economic life of the goods 
and services to which the contract costs relate. We apply a 
practical expedient to expense costs as incurred for costs 
to obtain a contract with a customer when the amortization 
period would have been one year or less. These costs 
include our internal sales force compensation program and 
certain channel partner sales incentive programs for which 
the annual compensation is commensurate with annual 
sales activities.

Under our Accelerated 
Commercial Development 
Program (“ACDP”) (our 
structured approach to an 
in-house business incubator 
function), we capitalize 
certain development costs 
related to certain projects 
once technological feasibility 
is established. Technological 
feasibility is established 
when a detailed program 
design has been completed 
and documented; we have 
established that the necessary 
skills, hardware, and software 
technology are available to 
produce the product; and there 
are no unresolved high-risk 
development issues. Once 
the software is ready for its 
intended use, amortization is 
recorded over the software’s 
estimated useful life (generally 
three years). Total costs 
capitalized under the ACDP 
were $7,060, $6,608 and 
$7,809 for the years ended 
December 31, 2022, 2021 
and 2020, respectively. 
Additionally, total ACDP related 
amortization recorded in Costs 
of subscriptions and licenses 
was $6,626, $7,020 and $4,699 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

46
Zoominfo 
Technologies, 
Inc.

Qualifying internal use software costs incurred during the 
application development stage, which consist primarily 
of internal product development costs, outside services, 
and purchased software license costs, are capitalized 
and amortized over the estimated useful life of the asset. 
Estimated useful lives range from three years to ten years.

Certain sales commissions earned by our sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. These sales commissions for 
initial contracts are capitalized and included in deferred costs 
and other assets, net of current portion on our consolidated 
balance sheets. Deferred sales commissions are amortized 
on a straight-line basis over the estimated period of benefi t 
from the customer relationship which we have determined 
to be one and three years for renewals and new clients, 
respectively. We determined the period of benefi t by taking 
into consideration our customer contracts, our technology, 
and other factors. Amortization expense is included in sales 
and marketing expense on our consolidated statements of 
operations.

Footnotes have no discussion 
of specifi c data on software 
development.

Commissions payable at 
December 31, 2022, were $36.2 
million, of which the current 
portion of $32.1 million was 
included in accrued expenses 
and other current liabilities 
on our consolidated balance 
sheets, and the long-term 
portion of $4.1 million was 
included in other long-term 
liabilities on our consolidated 
balance sheets. Commissions 
payable at December 31, 2021 
were $34.1 million, of which 
the current portion of $31.4 
million was included in accrued 
expenses and other current 
liabilities on our consolidated 
balance sheets, and the long-
term portion of $2.7 million 
was included in other long-term 
liabilities on our consolidated 
balance sheets.

Certain commissions are not 
capitalized as they do not 
represent incremental costs 
of obtaining a contract. Such 
commissions are expensed as 
incurred.

The company capitalized 
$79.9 million, $61 million 
and $44.9 million of costs to 
obtain revenue contracts and 
amortized $65.9 million, $41.7 
million and $25.1 million to 
sales and marketing expense 
for the years ended December 
31, 2022, 2021 and 2020 
respectively. Costs capitalized 
to obtain a revenue contract, net 
on the company’s consolidated 
balance sheets totaled $73.3 
million and $59.6 million at 
December 31, 2022, and 2021, 
respectively. There were no 
impairments of costs to obtain 
revenue contracts in the years 
ended December 31, 2022, 2021 
and 2020.

47 Zscaler

We capitalize certain costs incurred during the application 
development stage in connection with software development 
for our cloud security platform. Costs related to preliminary 
project activities and post-implementation activities are 
expensed as incurred. Capitalized costs are recorded as 
part of property and equipment in the consolidated balance 
sheets. Maintenance and training costs are expensed as 
incurred. Capitalized internal-use software is amortized on 
a straight-line basis over its estimated useful life, which is 
generally three years, and is recorded as cost of revenue in 
the consolidated statements of operations. 

Sales commissions for renewal of a contract are not 
considered commensurate with the commissions paid for 
the acquisition of the initial contract given the substantive 
difference in commission rates in proportion to their 
respective contract values. Commissions paid upon the 
initial acquisition of a contract are amortized over an 
estimated period of benefi t of fi ve years while commissions 
paid for renewal contracts are amortized over the contractual 
term of the renewals. Amortization is recognized on a 
straight-line basis commensurate with the pattern of 
revenue recognition. We determine the period of benefi t for 
commissions paid for the acquisition of the initial contract 
by taking into consideration the expected subscription 
term and expected renewals of our customer contracts, 
the duration of our relationships with customers, customer 
retention data, our technology development life cycle and 
other factors. Management exercises judgment to determine 
the period of benefi t to amortize contract acquisition 
costs by considering factors such as expected renewals of 
customer contracts, duration of customer relationships and 
our technology development life cycle. Although we believe 
that the historical assumptions and estimates we have made 
are reasonable and appropriate, different assumptions and 
estimates could materially impact our reported fi nancial 
results. Amortization of deferred contract acquisition costs 
is included in sales and marketing expense in the 
consolidated statements of operations. We periodically 
review these deferred costs to determine whether events or 
changes in circumstances have occurred that could impact 
the period of benefi t of these deferred contract acquisition 
costs.

Capitalization of development 
costs, inclusive of stock-based 
compensation, of software 
for internal-use in fi scal 2022, 
fi scal 2021 and fi scal 2020 
was $32.7 million, $16.5 million 
and $13.2 million, respectively. 
Amortization expense of 
capitalized software for 
internal-use in fi scal 2022, fi scal 
2021 and fi scal 2020 was $13.0 
million, $5.9 million and $1.4 
million, respectively.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

48 UiPath

Pursuant to ASC 350-40, Internal Use Software, we capitalize 
costs incurred to implement cloud computing arrangements 
that are service contracts and costs incurred to develop 
internal-use software, which has historically included our 
SaaS products. ASC 350-40 prescribes capitalization of costs 
incurred during the application development stage, costs 
incurred to develop or obtain software that allows for access 
to or conversion of old data by new systems, and costs 
incurred in connection with upgrades and enhancements to 
internal-use software if it is probable that such expenditures 
will result in additional functionality. These capitalized costs 
exclude training costs, project management costs, and data 
migration costs. We evaluate our long-lived assets, including 
these capitalized costs, for indicators of possible impairment 
when events or changes in circumstances indicate the 
carrying amount of an asset or asset group may not be 
recoverable. 

Costs previously capitalized under ASC 350-40 in connection 
with development of our SaaS products are amortized on a 
straight-line basis over the product’s estimated useful life of 
fi ve years and are included in cost of subscription services 
revenue on the consolidated statements of operations. 
Capitalized costs include salaries, benefi ts, and stock-based 
compensation charges for employees that are directly 
involved in developing our SaaS products. These capitalized 
costs are included in other assets, non-current on the 
consolidated balance sheets.

We defer sales commissions that are incremental to the 
acquisition of customer contracts. These costs are recorded 
as deferred contract acquisition costs on the consolidated 
balance sheets. We determine whether costs should be 
deferred based on the terms of our sales compensation 
plans and whether the sales commissions are incremental to 
a customer contract (i.e. would not have occurred absent the 
customer contract). Under our current sales compensation 
plan, commissions for renewals of subscription contracts are 
not commensurate with the commissions paid on the initial 
contract.

We allocate deferred contract acquisition costs to 
performance obligations in proportion to the transaction 
price allocated to each performance obligation and 
amortize the costs accordingly. Commissions allocated to 
licenses and license renewals are expensed at the time the 
corresponding licenses revenue is recognized. Commissions 
allocated to subscription services are capitalized and 
amortized on a straight-line basis over a period of fi ve years 
for initial contracts, refl ecting our estimate of the expected 
period that we will benefi t from those commissions. We 
determine the period of benefi t by taking into consideration 
the length of our customer contracts, retention rate, the 
technology life cycle, and other factors. Commissions paid 
on renewal contracts that are allocated to subscription 
services are capitalized and amortized over the renewal term. 
We apply the practical expedient in ASC 340-40, Other Assets 
and Deferred Costs to expense costs as incurred for costs 
to obtain a contract with a customer when the amortization 
period would have been one year or less.

We periodically review deferred contract acquisition costs to 
determine whether events or changes in circumstances have 
occurred that could impact the period of benefi t.

Gross capitalized internal-use 
software development costs 
were $7.5 million and $10.1 
million as of January 31, 
2023 and 2022, respectively. 
Amortization expense was $1.3 
million, $1.2 million, and $0.5 
million for fi scal years 2023, 
2022, and 2021, respectively. 
Accumulated amortization was 
$3.0 million and $1.7 million as 
of January 31, 2023 and 2022, 
respectively.

This change was accounted 
for as a change in accounting 
estimate, the impact of which 
was $9.2 million, resulting from 
the reversal of accrued sales 
commission of $14.6 million 
partially offset by the reversal 
of deferred contract acquisition 
cost of $5.4 million. During 
fi scal years 2021 and 2020, 
sales commissions for renewal 
of a subscription contract 
were commensurate with the 
sales commissions paid for 
the acquisition of the initial 
subscription contract because 
there was minimal to no 
difference in sales commission 
rates between new and renewal 
contracts. Sales commissions 
paid upon the initial acquisition 
of a contract were amortized 
over the contract term, while 
sales commissions paid related 
to renewal contracts were 
amortized over the renewal 
term. There were no impairment 
losses recorded for fi scal years 
2023, 2022, and 2021.

49 Blackbaud

Qualifying capitalized software and content development 
costs are amortized on a straight-line basis over the software 
asset's estimated useful life, which is generally 3 to 7 years. 
We evaluate the useful lives of these assets on an annual 
basis and test for impairment whenever events or changes 
in circumstances occur that could impact the recoverability 
of these assets. See Note 6 to these consolidated fi nancial 
statements for a discussion of our impairment of certain 
capitalized software development costs during 2022 
and 2020. There were no impairment charges related 
to capitalized software or content development costs 
during 2021. We write off the gross carrying amount and 
accumulated amortization balances for all fully amortized 
software and content development cost assets.

We pay sales commissions at the time contracts with 
customers are signed or shortly thereafter, depending on the 
size and duration of the sales contract. Sales commissions 
and related fringe benefi ts earned by our sales force are 
considered incremental and recoverable costs of obtaining a 
contract with a customer. These costs are deferred and then 
amortized in a manner that aligns with the expected period 
of benefi t, which we have determined to be 5 years. We 
determined the period of benefi t by taking into consideration 
our customer contracts, including renewals, retention, our 
technology and other factors. We do not generally pay 
commissions for contract renewals. The related amortization 
expense is included in sales, marketing and customer 
success expense in our consolidated statements of 
comprehensive income.

During the years ended 
December 31, 2022 and 
2020, we recorded noncash 
impairment charges of $2.3 
million and $4.3 million, 
respectively, against certain 
previously capitalized software 
development costs that reduced 
the carrying value of those 
assets to zero. The impairment 
charges were refl ected in 
general and administrative 
expense and cost of recurring 
revenue, respectively, on the 
statements of comprehensive 
income. These impairment 
charges resulted primarily from 
our decision to accelerate the 
end of customer support for 
certain solutions.

Other changes to the gross 
carrying amount of software 
and content development 
costs were primarily related 
to qualifying costs associated 
with development activities that 
are required to be capitalized 
under the internal-use 
software accounting guidance 
such as those for our cloud 
solutions and online education 
curriculum, write-offs of fully 
amortized assets, and the effect 
of foreign currency translation.

Amortization expense related 
to software and content 
development costs was $36.8 
million, $31.0 million and $31.7 
million for the years ended 
December 31, 2022, 2021 
and 2020, respectively, and is 
included primarily in cost of 
recurring.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.

50 Box, Inc.

We capitalize costs to develop software for internal 
use incurred during the application development stage. 
Costs related to preliminary project activities and post 
implementation activities are expensed as incurred. 
Once an application has reached the development stage, 
qualifying internal and external costs are capitalized until 
the application is substantially complete and ready for its 
intended use. Capitalized qualifying costs are amortized on a 
straight-line basis when the software is ready for its intended 
use over an estimated useful life, which is generally three 
years. Internal-use software costs also include third-party 
on-premises software, which is amortized over the lesser of 
fi ve years or the license term. We evaluate the useful lives 
of these assets on an annual basis and test for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. 

Sales commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions for new contracts are 
deferred and then amortized on a straight-line basis over a 
period of benefi t that we have estimated to be fi ve years. We 
determined the period of benefi t by taking into consideration 
the duration of our customer contracts, the life cycles of our 
technology and other factors. Sales commissions for renewal 
contracts are deferred and then amortized on a straight-
line basis over the related contractual renewal period. 
Amortization expense is included in sales and marketing 
expenses on the consolidated statements of operations.

Footnotes have no discussion 
of specifi c data on software 
development.

We deferred sales 
commissions costs of 
$55.0 million, $59.2 million 
and $48.0 million during the 
years ended January 31, 2023, 
2022 and 2021, respectively, 
and amortized $53.5 million, 
$45.9 million and $36.1 million 
of deferred commissions during 
the same periods respectively. 

51 Cloudfl are, Inc.

Certain development costs related to the company’s global 
network and products during the application development 
stage are capitalized. Costs incurred in the preliminary 
stages of development are analogous to research and 
development activities and are expensed as incurred. The 
preliminary stage includes such activities as conceptual 
formulation of alternatives, evaluation of alternatives, 
determination of existence of needed technology, and fi nal 
selection of alternatives. Once the application development 
stage is reached, internal and external costs are capitalized 
until the software is substantially complete and ready for 
its intended use. Capitalized costs are recorded as part 
of property and equipment, net. Capitalized internal-use 
software is amortized on a straight-line basis over its 
estimated useful life, which is generally three years, and is 
recorded as cost of revenue in the consolidated statements 
of operations.

The company capitalizes sales commission and associated 
payroll taxes paid to internal sales personnel that are 
incremental to the acquisition of channel partner and direct 
customer contracts. These costs are recorded as deferred 
contract acquisition costs on the consolidated balance 
sheets. The company determines whether costs should 
be deferred based on its sales compensation plans, if the 
commissions are in fact incremental and would not have 
occurred absent the customer contract.

Sales commissions for renewal of a contract are not 
considered commensurate with the commissions paid for 
the acquisition of the initial contract. Commissions paid 
upon the initial acquisition of a contract are amortized 
over an estimated period of benefi t of three years while 
commissions paid for renewal contracts are amortized 
over the contractual term of the renewals. Amortization 
of deferred contract acquisition costs is recognized on 
a straight-line basis commensurate with the pattern of 
revenue recognition and included in sales and marketing 
expense in the consolidated statements of operations. The 
company determines the period of benefi t for commissions 
paid for the acquisition of the initial contract by taking into 
consideration the expected subscription term and expected 
renewals of its customer contracts, the duration of its 
relationships with its customers, customer retention data, 
its technology development lifecycle, and other factors. 
The company periodically reviews the carrying amount of 
deferred contract acquisition costs to determine whether 
events or changes in circumstances have occurred that 
could impact the period of benefi t of these deferred costs. 

Footnotes have no discussion 
of specifi c data on software 
development.

Footnotes have no discussion 
of specifi c data on capitalized 
commissions.



52 2U, Inc.

Capitalized technology includes certain purchased software 
and technology licenses, direct third-party costs, and internal 
payroll and payroll-related costs used in the creation of 
our internal-use software. Software development projects 
generally include three stages: the preliminary project 
stage (all costs are expensed as incurred), the application 
development stage (certain costs are capitalized and 
certain costs are expensed as incurred) and the post-
implementation/operation stage (all costs are expensed as 
incurred). Costs capitalized in the application development 
stage include costs of designing the application, coding, 
integrating the company’s and the university’s networks and 
systems, and the testing of the software. Capitalization of 
costs requires judgment in determining when a project has 
reached the application development stage and the period 
over which the company expects to benefit from the use of 
that software. Once the software is placed in service, these 
amounts are amortized using the straight-line method over 
the estimated useful life of the software, which is generally 
three to five years

The company pays commissions to certain of its  
employees to obtain contracts with university clients in  
the Degree Program Segment. These costs are capitalized 
and recorded on a contract-by-contract basis and amortized 
using the straight-line method over the expected life,  
which is generally the length of the contract.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

53 New Relic

The company capitalizes certain development costs incurred 
in connection with its internal use software and website. 
These capitalized costs are primarily related to its software 
tools that are hosted by the company and accessed by 
its customers on a subscription basis. Costs incurred in 
the preliminary stages of development are expensed as 
incurred. Once an application has reached the development 
stage, internal and external costs, if direct and incremental, 
are capitalized until the software is substantially complete 
and ready for its intended use. Capitalization ceases when 
the software is released or made available. The company 
also capitalizes costs related to specific upgrades and 
enhancements when it is probable the expenditures will 
result in additional features and functionality. Maintenance 
costs are expensed as incurred. Internal use software is 
amortized on a straight-line basis over its estimated useful 
life, generally three years.

Previously the company capitalized incremental 
commissions related to initial contracts and amortized 
such costs over the expected period of benefit, which the 
company has determined to be three years, because the 
commissions paid upon renewal were not commensurate 
with the commissions paid on initial contracts. With our 
shift to a consumption model pricing strategy, a significant 
majority of commissions are no longer capitalized because 
commissions paid.

The company capitalized $19.5 
million, $16.4 million, and $17.6 
million in internal use software 
during the fiscal years ended 
March 31, 2023, 2022, and 
2021, respectively. Included in 
the capitalized development 
costs were $2.7 million, $3.7 
million, and $4.1 million of 
stock-based compensation 
costs for the fiscal years ended 
March 31, 2023, 2022, and 
2021, respectively. Amortization 
expense totaled $14.1 million, 
$10.7 million, and $7.0 million 
during the fiscal years ended 
March 31, 2023, 2022, and 
2021, respectively. The net book 
value of capitalized internal use 
software as of March 31, 2023 
and 2022, which is recorded in 
property and equipment on the 
accompanying consolidated 
balance sheets, was $31.7 
million and $28.0 million, 
respectively.

The company capitalizes 
certain contract acquisition 
costs primarily consisting of 
commissions, if the company 
expects the benefit of the 
contact acquisition costs to 
be greater than one year. The 
balances of deferred costs to 
obtain customer contracts were 
$23.5 million and $34.5 million 
as of March 31, 2023 and 
March 31, 2022, respectively. In 
the fiscal years ended March 31, 
2023 and 2022, amortization 
from amounts capitalized was 
$25.4 million and $36.6 million, 
respectively. In the fiscal years 
ended March 31, 2023 and 
2022, amounts expensed as 
incurred were $57.7 million and 
$62.7 million, respectively.

54 ZipRecruiter

The company capitalizes eligible costs associated with 
the development of its internal-use software in accordance 
with ASC 350-40, Internal-Use Software. Accordingly, the 
company capitalizes costs incurred during the development 
phase including: (1) external direct costs of materials and 
services consumed in developing or obtaining the software, 
and (2) payroll and payroll-related costs for employees 
who are directly associated with the project. The company 
expenses all costs as incurred that relate to the planning and 
post implementation phases of its software development 
cycle and costs associated with minor enhancements 
and maintenance. Capitalized costs are amortized using 
the straight-line method over three years. Amortization of 
internal-use software costs associated with the company’s 
marketplace technology to provide services to its customers 
is recorded in cost of revenue. Amortization of internal-
use software costs associated with internal databases, 
candidate insights, and reporting are recorded in research 
and development and general and administrative expenses in 
the Consolidated Intangible assets are amortized over their 
estimated useful life using the straight-line method which 
approximates the pattern in which the economic benefits  
are consumed.

ASC 606 requires the deferral of the recognition of 
incremental costs to obtain a contract, which the company 
has identified as certain of its sales commissions paid to 
internal sales representatives for the sale of the company’s 
services. The company amortizes deferred commissions 
over the expected period of benefit unless the amortization 
period is less than one year, in which case, the company 
has elected to apply the practical expedient to expense 
those costs as incurred. The estimated period of benefit 
includes anticipated customer renewals. If the company pays 
commissions on contract renewals that are commensurate 
with the initial commission, the amortization period is 
the initial contract term. If the renewal commission is not 
commensurate with the initial commission, commissions are 
deferred and subsequently amortized on a straight-line basis 
over the expected customer life, which has been estimated 
to be three years based on an analysis of historical data and 
other qualitative factors, such as new product offerings, the 
seasonality of certain customer relationships and estimated 
useful life of the company’s marketplace technology. 
Amortization expense is included within sales and marketing 
expense in the Consolidated Statements of Operations.

Footnotes have no discussion 
of specific data on software 
development

For the years ended  
December 31, 2022, 2021,  
and 2020, amortization expense 
for deferred sales commissions 
was $5.4 million, $4.3 million, 
and $3.1 million, respectively. 
There was no impairment 
to capitalized deferred 
commissions in the periods 
presented.

55 Alteryx

Costs incurred in the development and enhancement of 
our software products to be sold, leased, or marketed are 
accounted for in accordance with ASC 985-20, Costs of 
Software to be Sold, Leased, or Marketed, or ASC 985-20. 
These costs, consisting primarily of salaries, related payroll 
costs, and stock-based compensation, are expensed as 
incurred until technological feasibility has been established. 
After technological feasibility is established, costs are 
capitalized in accordance with ASC 985-20. 

We record an asset for the incremental costs of obtaining a 
contract with a customer, which primarily consists of sales 
commissions and partner referral fees that are earned upon 
execution of contracts. We pay commissions for new product 
sales as well as for renewals of existing contracts, and 
partner referral fees only for new product sales. For customer 
contracts in which the commissions paid on new business 
and renewals are commensurate, we generally amortize 
these costs over the contractual term of the contract, 
consistent with the pattern of revenue recognition for each 
performance obligation. For customer contracts in which the 
commissions paid on new business and renewals are not 
commensurate and for partner referral fees, we amortize the 
costs on new business over an expected period of benefit, 
which we have determined to be approximately four years. 
The expected period of benefit was determined by taking 
into consideration our customer contracts, the duration of 
our relationships with our customers and the useful life 
of our technology. In capitalizing and amortizing deferred 
commissions and partner referral fees, we have elected to 
apply a portfolio approach. We include amortization of this 
asset in sales and marketing expense in our consolidated 
statements of operations and comprehensive income (loss).

Because our process for 
developing software is 
completed concurrently 
with the establishment of 
technological feasibility, no 
internally generated software 
development costs have been 
capitalized as of December 31, 
2022 or December 31, 2021.

As of December 31, 2022 and 
2021, $41.1 million and $31.3 
million, respectively, of our 
deferred commissions were 
expected to be amortized 
within the next 12 months, 
and therefore were included 
in prepaid expenses and other 
current assets. The remaining 
amount of our deferred 
commissions is included in 
other assets. There were no 
impairments of assets related 
to deferred commissions 
during each of the years 
ended December 31, 2022 and 
2021. There were no assets 
recognized related to the costs 
to fulfill contracts during each 
of the years ended December 
31, 2022 and 2021 as these 
costs were not material.

56 Paylocity

The company defers certain selling and commission costs 
that meet the capitalization criteria under ASC 340-40. The 
company also capitalizes certain costs to fulfill a contract 
related to its proprietary products if they are identifiable, 
generate or enhance resources used to satisfy future 
performance obligations and are expected to be recovered 
under ASC 340-40. Implementation fees are treated as 
nonrefundable upfront fees and the related implementation 
costs are required to be capitalized and amortized over the 
expected period of benefit, which is the period in which the 
company expects to recover the costs and enhance its ability 
to satisfy future performance obligations. 

The company utilizes the portfolio approach to account for 
both the cost of obtaining a contract and the cost of fulfilling 
a contract. The company does not incur any additional costs 
to obtain or fulfill contracts upon renewal. The company 
recognizes additional selling and commission costs and 
fulfillment costs when an existing client purchases additional 
services. These additional costs only relate to the additional 
services purchased and do not relate to the renewal of 
previous services."

Footnotes have no discussion of capitalization  
of commissions.

The company's capitalized 
internal-use software asset, net 
of accumulated amortization 
was $45 million as of June 30, 
2021. The company capitalized 
$32 million of internal-use 
software costs during the 
year ended June 30, 2021.We 
identified the determination of 
capitalized internal-use software 
development costs as a critical 
audit matter because of the 
degree of subjectivity involved 
in assessing which projects met 
the capitalization criteria. 
 
There was no impairment 
to capitalized internal-use 
software during the years 
ended June 30, 2020, 2021 or 
2022. We capitalized $28.2 
million, $31.7 million and $42.2 
million of internal-use software 
costs for the years ended 
June 30, 2020, 2021 and 2022, 
respectively, including stock-
based compensation costs of 
$2.4 million, $2.6 million and 
$7.1 million for the years ended 
June 30, 2020, 2021 and 2022, 
respectively. We amortized 
$19.3 million, $23.2 million and 
$25.3 million of capitalized 
internal-use software costs 
for the years ended June 
30, 2020, 2021 and 2022, 
respectively. In fiscal 2020, 
fiscal 2021 and fiscal 2022, we 
developed significant additional 
functionality in several of our 
modules. This development 
resulted in an increase in 
capitalized internal-use 
software costs in fiscal 2022 
as compared to fiscal 2021 and 
in fiscal 2021 as compared to 
fiscal 2020. 
 
We also capitalize a portion of 
our internal-use software costs, 
which are then all amortized as 
Cost of revenues. We amortized 
$19.3 million, $23.2 million and 
$25.3 million of capitalized 
internal-use software costs in 
fiscal 2020, 2021 and 2022, 
respectively. These capitalized 
costs are amortized over the 
expected period of benefit, 
which has been determined to 
be over 7 years based on the 
company’s average client life 
and other qualitative factors, 
including rate of technological 
changes. 

Footnotes have no discussion 
of specific data on capitalized 
commissions.

57 Guidewire  
Software, Inc.

Certain development costs related to software delivered to 
customers (“self-managed software”) incurred subsequent 
to the establishment of technological feasibility are subject 
to capitalization and amortized over the estimated lives of 
the related services or products. Technological feasibility 
is established upon completion of a working model. Costs 
incurred subsequent to the establishment of technological 
feasibility have not been material and, therefore, all software 
development costs related to self-managed software have 
been charged to research and development expense in the 
accompanying consolidated statements of operations as 
incurred. 

The company capitalizes software development costs for 
technology applications that the company will offer solely 
as cloud-based subscriptions, which is primarily comprised 
of compensation for employees who are directly associated 
with cloud software development projects. The company 
begins to capitalize costs when preliminary development 
efforts are successfully completed, management has 
authorized and committed project funding, it is probable 
that the project will be completed, and the software will be 
used as intended. If any of these criteria cease being met 
before the software reaches its intended use, any capitalized 
costs related to the project will be impaired. When the 
software reaches its intended use which is typically once 
the technology applications are available for general release, 
capitalized costs are amortized to cost of revenue over 
the estimated useful lives of the related assets, generally 
estimated to be three to five years. Costs incurred prior to 
meeting these capitalization criteria and costs incurred 
for training and maintenance are expensed as incurred 
and recorded in research and development expense in 
the company’s consolidated statements of operations. 
Capitalized software development costs are recorded in 
property and equipment in the company’s consolidated 
balance sheets.

Our sales and marketing expenses primarily consist of 
personnel costs for our sales and marketing employees. 
Included in our personnel costs are commissions, which are 
considered contract acquisition costs and are capitalized 
when earned and expensed over the anticipated period of 
time that goods and services are expected to be provided to 
a customer, which we estimate is to be approximately five 
years. Sales and marketing expenses also includes travel 
expenses, professional services for marketing activities, and 
amortization of certain acquired intangibles.

The company recognized 
amortization of capitalized 
software development costs 
in cost of subscription and 
support revenue on the 
consolidated statements of 
operations of $6.3 million, 
$3.4 million and $1.4 million 
during the fiscal years ended 
July 31, 2022, 2021, and 2020 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

58 Commvault

The costs for the development of new products and 
substantial enhancements to existing products are 
expensed as incurred until technological feasibility has 
been established, at which time any additional costs would 
be capitalized in accordance with the accounting guidance 
for software. Because our current process for developing 
software is essentially completed concurrently with the 
establishment of technological feasibility, which occurs 
upon the completion of a working model, no costs have been 
capitalized for any of the periods presented.

Sales commissions, bonuses, and related payroll taxes 
earned by our employees are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
Our typical contracts include performance obligations 
related to software licenses, software updates, customer 
support and other services, including as-a-service offerings. 
In these contracts, incremental costs of obtaining a contract 
are allocated to the performance obligations based on 
the relative estimated standalone selling prices and then 
recognized on a systematic basis that is consistent with 
the transfer of the goods or services to which the asset 
relates. We do not pay commissions on annual renewals 
of contracts for software updates and customer support 
for perpetual licenses. The costs allocated to software and 
products are expensed at the time of sale, when revenue for 
the functional software license or appliance is recognized. 
The costs allocated to software updates and customer 
support for perpetual licenses are amortized ratably over 
a period of approximately five years, the expected period 
of benefit of the asset capitalized. We currently estimate a 
period of five years is appropriate based on consideration of 
historical average customer life and the estimated useful life 
of the underlying software sold as part of the transaction. 
The commission paid on the renewal of a term-based or 
subscription software license is not commensurate with 
the commission paid on the initial purchase. As a result, 
the cost of commissions allocated to software updates 
and customer support on the initial term-based software 
license transactions are amortized over a period of 
approximately five years, consistent with the accounting for 
these costs associated with perpetual licenses. The costs 
of commissions allocated to software updates and support 
for the renewal of term-based software licenses is limited 
to the contractual period of the arrangement, as we pay a 
commensurate renewal commission upon the next renewal 
of the subscription license and related updates and support. 
The incremental costs attributable to as-a-service offerings 
and professional services are generally amortized over 
the period the related services are provided and revenue 
is recognized. Amortization expense related to these 
costs is included in sales and marketing expenses in the 
accompanying consolidated statements of operations.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

59 Five9 Footnotes have no discussion of specific data on 
capitalization of software development.

Commissions consist of variable compensation earned by 
sales personnel and referral fees the company pays to third 
parties. The company defers all incremental commission 
costs to obtain the contract, and amortizes these costs over 
a period of benefit determined to be five years.

Footnotes have no discussion 
of specific data on software 
development.

Commissions consist of 
variable compensation earned 
by sales personnel and referral 
fees the company pays to third 
parties. The company defers 
all incremental commission 
costs to obtain the contract, 
and amortizes these costs over 
a period of benefit determined 
to be five years. Commission 
expense was $47.3 million, 
$31.1 million and $21.9 million 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively.

60 Manhattan  
Associates

Research and development expenses are charged to expense 
as incurred. For 2022, 2021 and 2020, we did not capitalize 
any internal research and development costs because the 
costs incurred between the attainment of technological 
feasibility for the related software product through the 
date when the product was available for general release to 
customers were insignificant.  
 
We determine the amount of development costs capitalizable 
under the provisions of FASB Codification accounting for 
costs of computer software to be sold, leased, or marketed. 
Under this guidance, computer software development costs 
are charged to R&D expense until technological feasibility is 
established, after which remaining software production costs 
are capitalized. We have defined technological feasibility as 
the point in time at which we have a detailed program design 
or a working model of the related product, depending on 
the type of development efforts, and high-risk development 
issues have been resolved through end-to-end system 
testing.

We consider sales commissions to be incremental costs of 
obtaining a contract with a customer. We defer and recognize 
an asset for sales commissions related to performance 
obligations with an expected period of benefit of more than 
one year.  We apply the practical expedient to expense sales 
commissions when the amortization period would have been 
one year or less. 

N/A

Deferred commissions were 
$29.9 million as of December 
31, 2022, of which $21.9 million 
is included in other assets 
and $8.0 million is included in 
prepaid expenses. Deferred 
commissions were $23.2 
million as of December 31, 
2021, of which $16.9 million 
is included in other assets 
and $6.3 million is included 
in prepaid expenses. Sales 
commission expense is 
included in Sales and Marketing 
expense in the accompanying 
consolidated statement of 
operations. Amortization of 
sales commissions in 2022, 
2021 and 2020 was $7.5 million, 
$5.2 million and $3.1 million 
respectively. No impairment 
losses were recognized during 
2022, 2021 and 2020.

61 Smartsheet

The company capitalizes certain qualifying costs incurred 
during the application development stage in connection  
with the development of internal-use software. Costs related 
to preliminary project activities and post-implementation 
activities are expensed in research and development (“R&D”) 
as incurred. R&D expenses consist primarily of employee-
related costs, software-related costs, allocated overhead,  
and costs of outside services used to supplement our 
internal staff.

The majority of sales commissions earned by the company’s 
sales force are considered incremental and recoverable 
costs of obtaining a contract with a customer. Sales 
commissions are paid on initial contracts and on any upsell 
contracts with a customer. No sales commissions are paid 
on customer renewals. Sales commissions and related 
payroll taxes and fringe benefits are deferred and then 
amortized on a straight-line basis over a period of benefit 
that the company has determined to be three years. The 
company determined the period of benefit by taking into 
consideration its customer contracts, expected customer 
life, the expected life of its technology, and other factors. 
Amortization expense is included in sales and marketing 
expense in the accompanying statements of operations and 
comprehensive loss. The company evaluates the period of 
benefit and tests for impairment on a quarterly basis and 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets.

Internal-use software costs 
of $11.0 million and $8.6 
million were capitalized in 
the years ended January 31, 
2023 and 2022, respectively. 
All capitalized costs related 
to costs incurred during the 
application development stage 
of software development for the 
company’s platform to which 
subscriptions are sold. 
Capitalized internal-use 
software costs are included 
within property and equipment, 
net on the consolidated balance 
sheets, and are amortized 
over the estimated useful 
life of the software, which 
is typically three years. The 
related amortization expense is 
recognized in the consolidated 
statements of operations within 
the function that receives 
the benefit of the developed 
software. Amortization expense 
of capitalized internal-use 
software costs totaled $7.7 
million, $5.7 million, and $3.6 
million for the years ended 
January 31, 2023, 2022, and 
2021, respectively.

Deferred commissions were 
$121.8 million and $91.3 million 
as of January 31, 2023 and 
2022, respectively. Amortization 
expense for deferred 
commissions was $47.1 million, 
$43.7 million, and $30.7 million 
for the years ended January 
31, 2023, 2022, and 2021, 
respectively. No significant 
impairments of commissions 
assets were recorded during the 
years ended January 31, 2023, 
2022, or 2021.

62 Procore  
Technologies

The company capitalizes certain development costs incurred 
in connection with the development of internal-use software. 
Costs incurred in the preliminary stages of development 
are expensed as incurred. Once the preliminary stage is 
complete, internal and external direct costs are capitalized 
until the developed software is substantially complete 
and ready for its intended use. Costs incurred for post 
implementation activities, training, maintenance, and minor 
upgrades and enhancements without adding additional 
functionality are expensed as incurred. Capitalized internal-
use software costs primarily relate to the development of  
and major enhancements to the company’s cloud-based 
software as a service (“SaaS”) construction management 
platform and related software products. Capitalized software 
development costs related to the SaaS construction 
management platform are amortized on a straight-line basis 
over the developed software’s estimated useful life of two 
years and the related amortization expense is recorded 
in cost of revenue within the accompanying consolidated 
statements of operations and comprehensive loss.

Footnotes have no discussion of capitalization of 
commissions.

Amortization of capitalized 
software was $10.9 million, 
$12.0 million, and $10.4 million 
for the years ended December 
31, 2022, 2021, and 2020, 
respectively, and is recorded 
primarily in cost of revenue 
within the accompanying 
consolidated statements of 
operations and comprehensive 
loss. 
 
During 2022, 2021, and 
2020, the company recorded 
expense for certain software 
development costs of $0.3 
million, $0.6 million, and $3.7 
million, respectively, within 
research and development 
expense in the accompanying 
consolidated statements of 
operations and comprehensive 
loss, relating to development 
projects the company decided 
to abandon prior to completion.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

63 Rapid7

Software development costs associated with the development 
of products for sale are recorded to research and development 
expense until technological feasibility has been established 
for the product. Once technological feasibility is established, 
all software costs are capitalized until the product is available 
for release to customers. To date, the software development 
costs have not been capitalized as the cost incurred and time 
between technological feasibility and product release was 
insignificant. As such, these costs are expensed as incurred 
and recognized in research and development expenses in 
our consolidated statements of operations. Costs related 
to software developed, acquired or modified for internal 
use are capitalized. Costs incurred during the preliminary 
planning and evaluation stage of the project and during the 
post implementation stages of the project are expensed as 
incurred. Costs incurred during the application development 
stage of the project are capitalized. These capitalized costs 
consist of internal compensation related costs and external 
direct costs. Costs related to software developed for internal 
use are amortized over an estimated useful life of three years. 

We defer contract costs that are recoverable and incremental 
to obtaining customer contracts. Contract costs, which 
primarily consist of sales commissions, are amortized on a 
systematic basis that is consistent with the transfer to the 
customer of the goods or services to which the asset relates. 
Contract costs for a new customer, upsell or cross-sell are 
amortized on a straight-line basis over an estimated period 
of benefit of five years as sales commissions on initial 
sales are not commensurate with sales commissions on 
contract renewals. We determined the estimated period of 
benefit by taking into consideration the contractual term and 
expected renewals of customer contracts, our technology 
and other factors, including the fact that commissions paid 
on renewals are not commensurate with commissions 
paid on initial sales transactions. Contract costs relating to 
contract renewals are deferred and amortized on a straight-
line basis over the related renewal period. Contract costs 
for professional services arrangements are expensed as 
incurred in accordance with the practical expedient as the 
contractual period of our professional services arrangements 
are one year or less. We periodically review the carrying 
amount of deferred contract acquisition costs to determine 
whether events or changes in circumstances have occurred 
that could impact the period of benefit.

We capitalized $17.1 million, 
$9.9 million and $6.1 million 
of costs related to software 
developed for internal use in 
the years ended December 
31, 2022, 2021 and 2020, 
respectively. Management 
evaluates the useful lives of 
these assets on an annual 
basis and tests for impairment 
whenever events or changes in 
circumstances occur that could 
impact the recoverability of 
these assets.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

64 Samsara, Inc.

The company capitalizes qualifying internal-use software 
development costs related to its Connected Operations 
Cloud. The costs consist of personnel costs (including 
related benefits and stock-based compensation) that 
are incurred during the software development stage. 
Capitalization of costs begins when three criteria are met: 
(1) the preliminary development efforts are successfully 
completed, (2) management has authorized and committed 
project funding, and (3) it is probable that the project will 
be completed and the software will be used as intended. 
Capitalization ceases when the software is substantially 
complete and ready for its intended use, including the 
completion of all substantial testing. Costs related to 
preliminary project activities and post-implementation 
operating activities are expensed as incurred. 

Capitalized costs are included in property and equipment, 
net, on the consolidated balance sheets. These costs are 
amortized over the estimated useful life of the software, 
which is two years, on a straight-line basis, which represents 
the manner in which the expected benefit will be derived. 
The amortization of costs related to the software is primarily 
included in cost of revenue on the consolidated statements 
of operations and comprehensive loss.

The company capitalizes commissions paid to sales 
employees and the related payroll taxes, as well as 
commissions paid to referral partners, when customer 
contracts are signed. These costs are recorded as deferred 
commissions on the consolidated balance sheets. The 
company determines whether costs should be deferred 
based on its sales compensation plans and if the 
commissions are incremental and would not have been 
incurred absent the execution of the customer contract. 
The company amortizes sales commissions paid on 
the initial contract over an expected period of benefit, 
which the company has determined to be five years. The 
company has determined the period of benefit by taking 
into consideration its customer contracts and the duration 
of its relationships with its customers and the life of its 
technology. Commissions paid upon the renewal of a 
contract are amortized as expense ratably over the renewal 
term. Amortization of these costs is included in sales and 
marketing expense on the consolidated statements of 
operations and comprehensive loss.

The company’s internal-use 
software development costs 
included $1.6 million, $0.4 
million, and an immaterial 
amount of stock-based 
compensation costs for the 
fiscal years ended January 
28, 2023, January 29, 2022, 
and January 30, 2021, 
respectively. The following 
table provides the amounts 
capitalized and amortized for 
the company’s internal-use 
software development costs 
for the periods presented (in 
thousands):

Footnotes have no discussion 
of specific data on capitalized 
commissions.

65 Bill.com Footnotes have no discussion of specific data on 
capitalization of software development. 

Deferred costs consist of (i) deferred sales commissions 
that are incremental costs of obtaining customer contracts 
and (ii) deferred service costs, primarily direct payroll costs, 
for implementation services provided to customers prior 
to the launching of the company’s products for general 
availability (go-live) to customers. Sales commissions paid 
on renewals are not material and not commensurate with 
sales commissions paid on the initial contract. Deferred 
sales commissions are amortized ratably over four to ten 
years, taking into consideration the initial contract term 
and expected renewal periods. Deferred service costs are 
amortized ratably over the estimated benefit period of the 
capitalized costs starting on the go-live date of the service.

Footnotes have no discussion 
of specific data on software 
development.

The current portion of deferred 
costs is included in prepaid 
expenses and other current 
assets and the non-current 
portion is included in other 
assets in the accompanying 
consolidated balance sheets. 
The amortization of deferred 
sales commissions, which 
is included in sales and 
marketing in the accompanying 
consolidated statements of 
operations, was $5.2 million, 
$3.6 million and $2.3 million 
during the years ended June 
30, 2022, 2021 and 2020, 
respectively. The amortization 
of deferred service costs, 
which is included in the service 
costs in the accompanying 
consolidated statements of 
operations, was $1.6 million, 
$0.6 million and $0.4 million 
during the years ended June 
30, 2022, 2021 and 2020, 
respectively.

66 Sprinklr

The company capitalizes qualifying internally-developed 
software costs incurred in connection with the company’s 
internal-use software platform. These capitalized costs 
are related to the cloud-based software platform that 
the company hosts, which is accessed by its clients on 
a subscription basis. Costs are capitalized during the 
application development stage, provided that management 
with the relevant authority authorizes and commits to the 
funding of the software project, it is probable the project 
will be completed, the software will be used to perform 
the functions intended and certain functional and quality 
standards have been met. Capitalized internal-use software 
costs are amortized on a straight-line basis over their 
estimated useful life, which is generally three years. Costs 
incurred for specific upgrades and enhancements when 
it is probable the expenditures will result in additional 
functionality are capitalized and amortized over the 
estimated useful life of the enhancements. Costs related 
to preliminary project activities and post-implementation 
operations activities, including training and maintenance,  
are expensed as incurred.

Footnotes have no discussion of capitalization of 
commissions.

Amortization expense for 
capitalized internal-use 
software was $5.9 million, $3.4 
million and $2.5 million in the 
years ended January 31, 2023, 
2022 and 2021, respectively. 

The company capitalized 
internal-use software, including 
stock-based compensation of 
$12.9 million, $7.0 million and 
$3.8 million, for the fiscal years 
ended January 31, 2023, 2022 
and 2021, respectively.

Capitalized costs to obtain 
customer contracts as of 
January 31, 2023 were $113.5 
million, of which $44.1 million 
is included in prepaid expenses 
and other current assets and 
$69.4 million within other non-
current assets. 

During the years ended January 
31, 2023, 2022 and 2021, the 
company amortized $44.7 
million, $35.5 million and $26.6 
million, respectively, of costs 
to obtain customer contracts, 
included in sales and marketing 
expense.

67 LiveRamp  
Holdings, Inc. 

Footnotes have no discussion of specific data on 
capitalization of software development.

Footnotes have no discussion of capitalization of 
commissions.

Footnotes have no discussion 
of specific data on software 
development.

The company capitalizes 
incremental costs to acquire 
contracts and amortizes them 
on a straight-line basis over 
the expected period of benefit, 
which we have determined to be 
four years. Net capitalized costs 
of $6.8 million and $8.0 million 
were recognized as a reduction 
of operating expense for the 
years ended March 31, 2023 
and 2022, respectively. We did 
not recognize any impairment 
charges in fiscal 2023, 2022, 
or 2021.

68 Confluent, Inc.

Costs related to software acquired, developed, or modified 
solely to meet the company’s internal requirements are 
capitalized. Costs incurred during the preliminary planning 
and evaluation stage of the project and during the post-
implementation operational stage are expensed as incurred. 
Costs incurred during the application development stage of 
the project are capitalized within property and equipment, 
net on the consolidated balance sheets. Amortization is 
computed using the straight-line method over the estimated 
useful life of the capitalized software asset, which is 
generally 3 years. The amortization of internal-use software 
costs is included in cost of revenue in the consolidated 
statements of operations. The company evaluates the 
useful life of these assets on a periodic basis and tests for 
impairment whenever events or changes in circumstances 
occur that could impact the recoverability of these assets.

The company capitalizes incremental costs of obtaining a 
contract with a customer if such costs are recoverable. Such 
costs primarily consist of sales commissions earned by the 
company’s sales force and the associated payroll taxes. Sales 
commissions for new revenue contracts, including incremental 
sales to existing customers, are deferred and then amortized 
over an estimated period of benefit, which the company has 
determined to be five years. To determine the period of benefit, 
the company has considered its technology development 
cycle, the cadence of software releases, the nature of its 
customer contracts, the duration of customer relationships, 
and the expected renewal period. Sales commissions for 
renewal contracts (which are not considered commensurate 
with sales commissions for new revenue contracts and 
incremental sales to existing customers) are deferred and  
then amortized over the renewal contract term.

The company did not recognize 
any impairment of capitalized 
internal-use software costs 
during the years ended 
December 31, 2022, 2021,  
and 2020.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

69 DigitalOcean 
Holdings, Inc.

We capitalize costs to develop software for internal use 
when both the preliminary project stage is complete and 
management has authorized further funding for the project 
based on a determination that it is both probable that the 
project will be completed and used to perform the function 
intended. Costs related to preliminary project activities and 
post implementation activities are expensed as incurred. 
Capitalized costs include external consulting fees, payroll 
and payroll-related costs, and stock-based compensation 
for employees in our development teams who are directly 
associated with, and who devote time to, our internal-use 
software projects during the application development stage. 
Once an application has reached the development stage, 
qualifying internal and external costs are capitalized until 
the application is substantially complete and ready for its 
intended use. Capitalized qualifying costs are amortized 
on a straight-line basis when the software is ready for its 
intended use over an estimated useful life, which is generally 
three years. We evaluate the useful lives of these assets on 
an annual basis and test for impairment whenever events 
or changes in circumstances occur that could impact the 
recoverability of these assets. 

We exercise judgment in determining the point at which 
various projects may be capitalized, in assessing the 
ongoing value of the capitalized costs and in determining the 
estimated useful lives over which the costs are amortized.

Footnotes have no discussion of capitalization of 
commissions.

The company capitalized costs 
related to the development 
of computer software for 
internal use of $10,636, $7,307 
and $12,854 for the years 
ended December 31, 2022, 
2021 and 2020, respectively, 
which is included in internal-
use software costs within 
Property and equipment, net. 
Amortization expense related 
to internal-use software for 
the years ended December 
31, 2022, 2021 and 2020 was 
$12,117, $13,424 and $13,255, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

70 Q2 Holdings, Inc.

We capitalize certain software development costs under 
accounting frameworks that differ based on the nature of 
the software. Software development costs include salaries 
and other personnel-related costs, including employee 
benefits, stock-based compensation and bonuses attributed 
to programmers, software engineers, quality control 
teams and third-party development costs for those who 
are directly associated with and who devote time to our 
software solutions. Costs incurred in the preliminary stages 
of development and maintenance costs are expensed 
as incurred. Capitalized software development costs are 
computed on an individual product basis. We also capitalize 
certain costs related to specific upgrades and enhancements 
when it is probable the expenditures will result in significant 
additional functionality. Capitalization ceases for products, 
upgrades and enhancements when released or made 
available. Internal-use software is amortized to cost of 
revenues over the products' estimated economic lives, which 
are expected to be three to five years. The costs related to 
software development are included in intangible assets, net 
on the consolidated balance sheets. 
 
We capitalize certain development costs associated with 
software that is to be sold, leased or otherwise marketed 
that are incurred between reaching technological feasibility 
of a solution and the point at which the solution is ready for 
general release. 
 
We capitalize certain development costs associated with 
internal use software and our SaaS platform, incurred 
during the application development stage. We expense 
costs associated with preliminary project phase activities, 
training, maintenance and any post-implementation costs 
as incurred. The company capitalizes certain software 
development costs under accounting frameworks that differ 
based on the nature of the software. Software development 
costs include salaries and other personnel-related costs, 
including employee benefits, stock-based compensation and 
bonuses attributed to programmers, software engineers, 
quality control teams and third-party development costs 
for those who are directly associated with and who devote 
time to the company's software solutions. Costs incurred 
in the preliminary stages of development and maintenance 
costs are expensed as incurred. Capitalized software 
development costs are computed on an individual product 
basis. The company also capitalizes certain costs related to 
specific upgrades and enhancements when it is probable the 
expenditures will result in significant additional functionality. 
Capitalization ceases for products, upgrades and 
enhancements when released or made available. Internal-use 
software is amortized to cost of revenues over the products' 
estimated economic lives, which are expected to be three 
to five years. The costs related to software development 
are included in intangible assets, net on the consolidated 
balance sheets. 

The company capitalizes certain development costs 
associated with software that is to be sold, leased or 
otherwise marketed that are incurred between reaching 
technological feasibility of a solution and the point at which 
the solution is ready for general release.

Footnotes have no discussion of capitalization of 
commissions.

During the application 
development stage, the 
company capitalizes certain 
development costs associated 
with internal use software and 
the company's SaaS platform. 
Software development costs 
include salaries and other 
personnel-related costs for 
those employees who are 
directly associated with 
and who devote time to 
developing the company's 
software solutions, including 
employee benefits, stock-
based compensation and 
bonuses attributed to software 
engineers, quality control teams 
and third-party development 
costs. Capitalized software 
development costs are 
computed on an individual 
product basis. The company 
also capitalizes certain 
costs related to specific 
enhancements when it is 
probable the expenditures will 
result in additional features 
and functionality. Capitalization 
ceases for products and 
enhancements when released 
or made available. Internal-use 
software is amortized to cost 
of revenues over the products' 
estimated economic lives, 
which are expected to be three 
to five years. The costs related 
to software development are 
included in intangible assets, 
net on the consolidated 
balance sheets. Costs 
incurred in the preliminary 
stages of development 
and maintenance costs are 
expensed as incurred.  Under 
this accounting framework, 
the company capitalized zero 
software development costs 
for each of the years ended 
December 31, 2021, 2020 and 
2019. The company recognized 
$0.8 million of amortization 
of capitalized software 
development costs for each of 
the years ended December 31, 
2021, 2020 and 2019.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

71 Asana

The company capitalizes certain internal software 
development costs, consisting primarily of direct labor 
associated with creating the internally developed software. 
Capitalized costs are amortized using the straight-line 
method over the estimated useful life of the software once 
it is ready for its intended use. The company believes the 
straight-line recognition method best approximates the 
manner in which the expected benefit will be derived.

Footnotes have no discussion of capitalization of 
commissions.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

72 Workiva, Inc. Footnotes have no discussion of specific data on 
capitalization of software development.

We pay sales commissions for initial contracts and 
expansions of existing contracts with customers. These 
commissions earned by our sales force are considered 
incremental and recoverable costs of obtaining a contract 
with a customer. Sales commissions paid where the 
amortization period is one year or less are expensed as 
incurred. All other sales commissions are deferred and then 
amortized on a straight-line basis over a period of benefit 
that we have determined to be three years. We determined 
the period of benefit by taking into consideration our 
standard contract terms and conditions, rate of technological 
change and other factors. Amortization expense is included 
in sales and marketing expense in the accompanying 
consolidated statements of operations.

Footnotes have no 
discussion of specific data 
on capitalization on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

73 BlackLine

The company accounts for the costs of computer software 
obtained or developed for internal use in accordance with 
ASC 350, Intangibles—Goodwill and Other (“ASC 350”). The 
company capitalizes certain costs in the development of its 
Software as a Service (“SaaS”) subscription solution when (i) 
the preliminary project stage is completed, (ii) management 
has authorized further funding for the completion of the 
project and (iii) it is probable that the project will be completed 
and performed as intended. These capitalized costs include 
personnel and related expenses for employees and costs 
of third-party contractors who are directly associated with 
and who devote time to internal-use software projects. 
Capitalization of these costs ceases once the project is 
substantially complete and the software is ready for its 
intended purpose. Costs incurred for significant upgrades 
and enhancements to the company’s SaaS software solutions 
are also capitalized. Costs incurred for training, maintenance 
and minor modifications or enhancements are expensed 
as incurred. Capitalized software development costs are 
amortized using the straight-line method over an estimated 
useful life of three years.

Footnotes have no discussion of capitalization of 
commissions.

During the years ended 
December 31, 2022, 2021, 
and 2020, the company 
amortized $13.6 million, $9.0 
million, and $6.4 million, 
respectively, of internal-use 
software development costs 
to subscription and support 
cost of revenues. At December 
31, 2022 and 2021, the 
accumulated amortization 
of capitalized internal-use 
software development costs 
was $41.6 million and $28.0 
million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

74 Freshworks

The company capitalizes costs incurred in its software 
development projects as part of property and equipment 
during the application development stage. Costs related 
to preliminary project activities and post implementation 
activities are expensed as incurred. Once the development 
project is available for general release, capitalization ceases, 
and the company estimates the useful life of the asset and 
begins amortization. Internal-use software is amortized on 
a straight-line basis over its estimated useful life, which is 
generally three years. 

The company also capitalizes certain costs related to its 
enterprise cloud computing services and certain projects 
for internal use incurred during the application development 
stage. Costs related to preliminary project activities and 
post-implementation activities are expensed as incurred. 
Internal-use software is amortized on a straight-line basis 
over its estimated useful life. 

The company evaluates the useful lives of these assets on 
an annual basis and tests for impairment whenever events 
or changes in circumstances occur that could impact the 
recoverability of these assets.

Footnotes have no discussion of capitalization of 
commissions.

Capitalization of costs 
associated with internal-use 
software was $4.1 million and 
$4.6 million for the years ended 
December 31, 2021 and 2020, 
respectively. As of December 
31, 2021 and 2020, the net 
carrying value of capitalized 
internal-use software was 
$8.3 million and $6.7 million, 
respectively. 

Depreciation expense and 
amortization of internal-use 
software for the years ended 
December 31, 2021, 2020, 
and 2019 totaled $9.0 million, 
$6.9 million, and $4.9 million, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

75 Qualys, Inc. Footnotes have no discussion of specific data on 
capitalization of software development.

Sales and marketing expenses consist primarily of 
personnel expenses, comprised of salaries, benefits, sales 
commissions, performance-based compensation and stock-
based compensation for our worldwide sales and marketing 
teams. Other expenses include marketing and promotional 
events, lead-generation marketing programs, public 
relations, travel, software licenses and overhead allocations. 
Sales commissions related to new business and upsells 
are capitalized as an asset. We amortize the capitalized 
commission cost as a selling expense on a straight-line basis 
over a period of five years. We expense sales commissions 
related to contract renewals as incurred. Our new sales 
personnel are typically not immediately productive, and the 
resulting increase in sales and marketing expenses we incur 
when we add new personnel may not result in increased 
revenues if these new sales personnel fail to become 
productive. The timing of our hiring of sales personnel, or 
the participation in new marketing events or programs, and 
the rate at which these generate incremental revenues, may 
affect our future operating results. We expect to continue to 
significantly invest in additional sales personnel worldwide 
and also in more marketing programs to support new 
solutions on our platform, which will increase sales and 
marketing expenses in absolute dollars.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

76 Momentive 
Global, Inc.

The company incurs development costs relating to its online 
platform as well as other software solely for internal-use. 
Costs relating to the planning and post-implementation 
phases of development are expensed as incurred. Costs 
incurred in the application development phase are capitalized 
and included in capitalized internal-use software, net and 
amortized over their estimated useful life, generally three 
years. Maintenance and training costs are expensed as 
incurred.

Certain commissions earned by the company’s sales force 
are considered to be incremental and recoverable costs 
of obtaining a contract with a customer. Such costs are 
deferred and amortized on a straight-line basis over their 
estimated period of benefit which is generally estimated 
as four years. The period of benefit was estimated by 
considering factors such as historical customer attrition 
rates, the useful life of the company’s technology, and the 
impact of competition in its industry. 

Footnotes have no discussion 
of specific data on software 
development.

Amortization of deferred 
commissions, which is 
included in the sales and 
marketing expense line within 
the consolidated statements 
of operations, was $9.5 
million, $6.9 million and $4.2 
million during the years ended 
December 31, 2022, 2021 and 
2020, respectively. There was 
no impairment loss in relation 
to the deferred commissions  
for any period presented.

77 Jamf

Software development costs required to be capitalized 
under ASC Topic 985-20, Costs of Software to be Sold, 
Leased or Marketed, and under ASC Topic 350-40, Internal-
Use Software, were not material for the years ended 
December 31, 2022, 2021, and 2020.

Sales commissions, as well as associated payroll taxes and 
retirement plan contributions (together, contract costs), that 
are incremental to the acquisition of customer contracts are 
capitalized using a portfolio approach as deferred contract 
costs in the consolidated balance sheets when the period 
of benefit is determined to be greater than one year.  The 
company has elected to apply the practical expedient to 
expense contract costs as incurred when the expected 
amortization period is one year or less. The judgments 
made in determining the amount of costs incurred include 
the portion of the commissions that are expensed in the 
current period versus the portion of the commissions that 
are recognized over the expected period of benefit, which 
often extends beyond the contract term as we generally 
do not pay commensurate commissions upon renewal of 
the service contracts. Contract costs are allocated to each 
performance obligation within the contract and amortized on 
a straight-line basis over the expected benefit period of the 
related performance obligations. We have determined that 
the expected period of benefit is generally five years based 
on evaluation of a number of factors, including customer 
attrition rates, weighted-average useful lives of our customer 
relationship and developed technology intangible assets,  
and market factors, including the overall competitive 
environment and technology life of competitors.

Software development costs 
required to be capitalized under 
ASC Topic 985-20, Costs of 
Software to be Sold, Leased or 
Marketed, and under ASC Topic 
350-40, Internal-Use Software, 
were not material for the years 
ended December 31, 2022, 
2021, and 2020.

Total amortization of contract 
costs for the years ended 
December 31, 2022, 2021, 
and 2020 was $16.6 million, 
$12.5 million, and $8.0 million, 
respectively.

78 HashiCorp

Capitalization of software development costs for products 
to be sold to third parties begins upon the establishment 
of technological feasibility and ceases when the product is 
available for general release. There is generally no significant 
passage of time between achievement of technological 
feasibility and the availability of the company’s enterprise 
software for general release, and the majority of the 
company’s software is open-source. All software development 
costs have been charged to research and development 
expense in the consolidated statements of operations as 
incurred. Costs related to software acquired, developed, or 
modified solely to meet the company’s internal requirements, 
with no substantive plans to market such software at the time 
of development, or costs related to development of web-based 
products are capitalized. Costs incurred during the preliminary 
planning and evaluation stage of the project and during the 
post implementation operational stage are expensed as 
incurred. Costs incurred during the application development 
stage of the project are capitalized. Capitalized costs are 
recorded as part of property and equipment, net. Maintenance 
and training costs are expensed as incurred. Capitalized 
internal-use software is amortized on a straight-line basis over 
its estimated useful life, which is generally five years, and is 
recorded as cost of cloud-hosted services in the consolidated 
statements of operations. 

Sales commissions for the renewal of a contract are not 
considered commensurate with the commissions paid for 
the acquisition of the initial contract given the substantive 
difference in commission rates in proportion to their 
respective contract values. Commissions paid upon the initial 
acquisition of a contract are amortized over an estimated 
period of benefit of five years while commissions paid for 
renewal contracts are amortized over the contractual term of 
the renewals. Amortization of deferred contract acquisition 
costs is recognized commensurate with the pattern of 
revenue recognition and included in sales and marketing 
expense in the consolidated statements of operations. 

The company capitalized 
$13.0 million and $9.9 million 
in internal-use software 
development costs during fiscal 
2023 and 2022, respectively. 
The amount capitalized for 
fiscal 2022 included $0.7 
million in construction in 
progress which was placed 
into service during fiscal 
2023. Amortization expense 
associated with internal-use 
software development costs 
totaled $3.4 million and $1.4 
million for fiscal 2023 and 2022, 
respectively. 

Footnotes have no discussion 
of specific data on capitalized 
commissions.

79 AppFolio

Software development costs consist of certain payroll and 
stock compensation costs incurred to develop functionality 
of our internal-use software solutions. We capitalize certain 
software development costs for new offerings as well as 
significant upgrades and enhancements to our existing 
software solutions. Capitalized software development 
costs are amortized using the straight-line method over 
an estimated useful life of three years. We do not transfer 
ownership of our software, license, or lease our software to 
third parties.

Footnotes have no discussion of specific data on 
capitalization of commissions.

Capitalized software 
development costs were $17.7 
million, $27.2 million and $27.3 
million for the years ended 
December 31, 2022, 2021 and 
2020, respectively. Amortization 
expense with respect to 
software development costs 
totaled $23.6 million, $21.5 
million and $17.9 million for 
the years ended December 
31, 2022, 2021 and 2020, 
respectively. During the 
years ended December 31, 
2022 and 2021, we disposed 
of $3.3 million and $8.8 
million, respectively, of fully 
amortized capitalized software 
development costs.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

80 Appian Corp. Footnotes have no discussion of specific data on 
capitalization of software development.

We capitalize incremental costs of obtaining a contract 
with a customer, which consists of sales commissions paid 
to our sales team. These costs are recorded as deferred 
commissions in the consolidated balance sheets. Costs to 
obtain a contract for a new customer or upsell are amortized 
over an estimated economic life of five years as sales 
commissions on initial sales are not commensurate with 
sales commissions on contract renewals. We determine 
the estimated economic life based on both qualitative and 
quantitative factors such as customer attrition, expected 
renewals, product life cycles, and contractual terms. 
We periodically review the carrying amount of deferred 
contract acquisition costs to determine whether events 
or changes in circumstances have occurred that could 
impact the estimated economic life. Commissions paid 
relating to contract renewals are deferred and amortized 
over the related renewal period. Costs to obtain a contract 
for professional services arrangements are expensed 
as incurred as the contractual period of our professional 
services arrangements are one year or less.

Footnotes have no discussion 
of specific data on software 
development.

Commission expense was 
$39.4 million, $32.4 million, 
and $23.3 million for the years 
ended December 31, 2022, 
2021, and 2020, respectively.

81 SPS Commerce

"Internally developed software consists of capitalized costs 
incurred during the application development stage, which 
include costs related to the design of the chosen path, 
coding, installation of the hardware necessary to run the 
software, and any testing done before the operational stage. 
Costs incurred during the preliminary project stage and post-
implementation stage are expensed as incurred. Additionally, 
maintenance of internally developed software are expensed 
as incurred. Internally developed software is amortized 
over the estimated useful life, three years, commencing 
on the date when the asset is ready for its intended use. 
Amortization is computed using the straight-line method. 

We capitalize and amortize eligible costs to acquire or 
develop internal-use software that are incurred during the 
application development stage. Costs incurred during the 
preliminary project stage and post-implementation stage are 
expensed as incurred. Amortization expense for internal-use 
software is calculated using the straight-line method over 
the estimated useful life, commencing on the date when the 
asset is ready for its intended use."

Deferred costs are those that are incurred to fulfill or obtain 
customer contracts and that are considered incremental 
and recoverable costs. These consist primarily of customer 
implementation costs, commissions paid to sales personnel 
and third-party partners for customer referrals, respectively. 
These costs are deferred and amortized over the expected 
period of benefit which we have determined to be two years.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

82 Fastly

Labor and related costs associated with internal-use 
software during the application development stage are 
capitalized. Capitalization of costs begins when the 
preliminary project stage is completed, management has 
committed to funding the project, and it is probable that 
the project will be completed and the software will be used 
to perform the function intended. Capitalization ceases at 
the point when the project is fully tested and substantially 
complete and is ready for its intended purpose. The 
capitalized amounts are included in property and equipment, 
net on the Consolidated Balance Sheets. We amortize such 
costs over the estimated useful life of the software. We 
amortize completed internal-use software that is used on our 
network is amortized to cost of revenue over its estimated 
useful life. Costs incurred during the planning, training, and 
post-implementation stages of the software development 
life-cycle are expensed as incurred.

We capitalize incremental costs associated with obtaining 
customer contracts, specifically certain commission 
payments. We pay commissions based on contract value 
upon signing a new arrangement with a customer and upon 
renewal and upgrades of existing contracts with customers 
only if the renewal and upgrades result in an incremental 
increase in contract value. To the extent that renewals and 
upgrades do not result in an increase in contract value, no 
additional commissions are paid. These costs are deferred 
on our Consolidated Balance Sheets and amortized over the 
expected period of benefit on a straight-line basis. We also 
incur commission expense on an ongoing basis based upon 
revenue recognized. In these cases, no incremental costs 
are deferred, as the commissions are earned and expensed 
in the same period for which the associated revenue is 
recognized. Based on the nature of our unique technology 
and services, and the rate at which we continually enhance 
and update our technology, the expected life of the customer 
arrangement is determined to be approximately five years. 
Commissions for new arrangements and renewals are 
both amortized over five years. Amortization is primarily 
included in sales and marketing expense in the consolidated 
statements of operations. Deferred commission and 
incentive payments are included in other assets on our 
Consolidated Balance Sheets.

Depreciation on property 
and equipment for the 
years ended December 31, 
2022, 2021 and 2020 was 
approximately $42.6 million, 
$28.8 million, and $19.8 million, 
respectively. Included in these 
amounts was amortization 
expense for capitalized 
internal-use software costs 
of approximately $8.6 million, 
$4.6 million and $2.4 million 
for the years ended December 
31, 2022, 2021 and 2020, 
respectively. As of December 
31, 2022 and December 
31, 2021, the unamortized 
balance of capitalized internal-
use software costs on the 
company's consolidated 
balance sheets was 
approximately $45.5 million and 
$27.9 million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

83 Everbridge, Inc.

The company capitalizes the costs of software developed or 
obtained for internal use in accordance with FASB ASC 350-
40, Internal Use Software. Capitalized software development 
costs consist of costs incurred during the application 
development stage and include purchased software licenses, 
implementation costs, consulting costs, and payroll-related 
costs for projects that qualify for capitalization. These costs 
relate to major new functionality. All other costs, primarily 
related to maintenance and minor software fixes, are 
expensed as incurred. 
 
The company amortizes the capitalized software 
development costs on a straight-line basis over the 
estimated useful life of the software, which is generally three 
years, beginning when the asset is substantially ready for 
use. The amortization of capitalized software development 
costs is reflected in cost of revenue. 
 
For software licenses for on premises usage, software 
development costs are capitalized in accordance with ASC 
985-20, Costs of Software to be Sold, Leased or Marketed. The 
company capitalizes software development costs incurred 
after technological feasibility of the software is established or 
for development costs that have alternative future uses. Under 
the company’s current practice, the technological feasibility of 
the underlying software is not established until substantially all 
product development and testing is complete, which generally 
includes the development of a working model. Software 
development costs that have been capitalized to date have  
not been material.

Sales commissions earned by our sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. These costs are deferred and 
then amortized on a straight-line basis over a period of 
benefit that we have determined to be four years. Sales 
commissions attributable to professional services are 
expensed within 12 months of selling the service to the 
customer. We determined the period of benefit by taking 
into consideration our customer contracts, our technology 
and other factors. Amortization of deferred commissions 
is included in sales and marketing expenses in the 
accompanying consolidated statements of operations.

The company capitalized 
software development costs of 
$17.1 million, $15.3 million and 
$9.9 million during the years 
ended December 31, 2022, 2021 
and 2020, respectively. 
 
Amortized expense for 
capitalized software 
development costs was  
$12.5 million, $9.0 million and 
$7.9 million during the years 
ended December 31, 2022, 
2021 and 2020, respectively. 
Amortization of capitalized 
software development costs 
is classified within cost of 
revenue in the consolidated 
statements of operations and 
comprehensive loss. 

Current deferred costs, which 
primarily consist of deferred 
sales commissions, were  
$16.2 million and $15.8 million 
as of December 31, 2022 and 
2021, respectively. Noncurrent 
deferred costs, which primarily 
consist of deferred sales 
commissions, were $21.4 
million and $17.0 million as of 
December 31, 2022 and 2021, 
respectively. During the years 
ended December 31, 2022, 
2021 and 2020, amortization 
expense for the deferred costs 
was $18.3 million, $14.4 million 
and $12.6 million, respectively. 
There was no impairment 
loss in relation to the costs 
capitalized. 

84 GitLab, Inc.

The company’s internal customer software development 
process follows an iterative process that results in more 
frequent software releases than do traditional sequential 
or waterfall development methodologies and also results 
in internal validation of the software releases very shortly 
before they are made available to customers. Therefore, 
to date, costs to develop software that is marketed 
externally have not been capitalized as the current software 
development process is essentially completed concurrently 
with the establishment of technological feasibility through 
internal validation of the software releases. As such, all 
related software development costs are expensed as 
incurred and included in research and development expenses 
in the consolidated statements of operations. To date, 
software development for internal use has been immaterial 
and no such costs have been capitalized.

Sales and marketing expenses consist primarily of 
personnel-related expenses associated with our sales and 
marketing personnel, advertising, travel and entertainment 
related expenses, branding and marketing events, 
promotions, software subscriptions, and our allocated 
hosting expenses for our free tier. Sales and marketing 
expenses also include sales commissions paid to our sales 
force. Such costs incurred on acquisition of an initial contract 
are capitalized and amortized over an estimated period of 
benefit of three years, and any such expenses paid for the 
renewal of a subscription are capitalized and amortized 
over the contractual term of the renewal. However, costs for 
commissions that are incremental to obtain a self-managed 
license contract are expensed immediately. 

We expect sales and marketing expenses to increase in 
absolute dollars as we continue to make strategic investments 
in our sales and marketing organization to drive additional 
revenue, further penetrate the market, and expand our global 
customer base, but to decrease as a percentage of our total 
revenue over time, although our sales and marketing expenses 
may fluctuate as a percentage of our total revenue from 
period-to-period depending on the timing of these expenses.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

85 SentinelOne, Inc.

We capitalize certain internal-use software development 
costs related to our cloud platform. Costs incurred in the 
preliminary stages of development and post-development are 
expensed as incurred. Internal and external costs incurred 
during the development phase, if direct, are capitalized 
until the software is substantially complete and ready 
for our intended use. We also capitalize costs related to 
specific upgrades and enhancements when it is probable 
the expenditures will result in additional functionality. 
Maintenance and training costs are expensed as incurred. 
Capitalized internal-use software is included in property and 
equipment and is amortized to cost of revenue on a straight-
line basis over its expected useful life.

Sales and marketing expenses also include sales 
commissions paid to our sales force and referral fees paid 
to independent third parties that are incremental to obtain 
a subscription contract. Such costs are capitalized and 
amortized over an estimated period of benefit of four years, 
and any such expenses paid for the renewal of a subscription 
are capitalized and amortized over the contractual term 
of the renewal. We expect sales and marketing expenses 
to increase in absolute dollars as we continue to make 
significant investments in our sales and marketing 
organization to drive additional revenue, further penetrate 
the market, and expand our global customer base, but to 
decrease as a percentage of our revenue over time.

We capitalized internal-use 
software costs of $17.5 million, 
$10.6 million and $2.8 million 
during fiscal 2023, 2022 and 
2021, respectively. 

Depreciation and amortization 
expense related to property and 
equipment was $6.7 million, 
$4.6 million and $2.8 million 
for fiscal 2023, 2022 and 
2021, respectively, including 
amortization expense related 
to capitalized internal-use 
software of $4.1 million, $2.1 
million and $1.3 million for 
fiscal 2023, 2022 and 2021, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

86 Yext

The company capitalizes certain software development 
costs included as software in progress or computer software 
within property and equipment, net. These costs are incurred 
in connection with additional functionality to its platform, 
as well as internal-use projects during the application 
development stage and include elements of stock-based 
compensation. Computer software is recognized on a 
straight-line basis over an estimated useful life of 2 to 3 
years. Capitalized software development costs incurred 
in connection with additional functionality to the platform 
are recognized as depreciation expense in cost of revenue 
within the consolidated statement of operations and 
comprehensive loss. Capitalized software development 
costs incurred in internal-use projects are recognized as 
depreciation expense and are allocated based on employee 
headcount. 

The company capitalizes costs of obtaining revenue 
contracts that are incremental and recoverable. Incremental 
costs primarily include sales commissions for new and 
renewal revenue contracts, certain related incentives, and 
associated payroll tax and fringe benefit costs. Capitalized 
amounts are recoverable through future revenue streams 
under all customer contracts. 

Costs capitalized to obtain new revenue contracts are 
amortized on a straight-line basis over three years, which 
reflects the average benefit period, and may be longer than 
the initial contract period. The company determined the 
average benefit period having considered both qualitative 
and quantitative factors, including the estimated life of 
capitalized software development costs resulting from 
additional functionality to the Yext platform and estimated 
customer life, among other such factors. The company 
amortizes costs capitalized for contract renewals over the 
renewal term, reflecting the average benefit period for such 
renewals, which is typically one year. Amortization of costs 
capitalized to obtain revenue contracts is included in sales 
and marketing expense in the accompanying consolidated 
statements of operations and comprehensive loss. 

The company periodically evaluates whether there have  
been any changes in its business, market conditions, or  
other events which would indicate that its amortization 
period should be changed, or if there are potential  
indicators of impairment.

Capitalized software 
development costs, net were 
$3.9 million and $7.2 million 
as of January 31, 2023 
and 2022, respectively, and 
primarily related to those costs 
incurred in connection with 
additional functionality to its 
platform. Depreciation expense 
associated with capitalized 
software development costs 
was $4.9 million, $3.7 million 
and $2.6 million during the 
fiscal years ended January 
31, 2023, 2022 and 2021, 
respectively.

During the fiscal years ended 
January 31, 2023 and 2022, 
the company capitalized $29.4 
million and $47.8 million 
of costs to obtain revenue 
contracts and amortized $38.6 
million and $39.5 million to 
sales and marketing expense, 
respectively. Costs capitalized 
to obtain revenue contracts on 
the company's consolidated 
balance sheet totaled $52.1 
million and $61.3 million at 
January 31, 2023 and 2022, 
respectively. There were 
no impairments of costs 
capitalized to obtain revenue 
contracts for the fiscal years 
ended January 31, 2023, 2022 
and 2021, respectively.

87 Zuora

We capitalize costs related to developing our suite of 
software solutions and our website when it is probable 
the expenditures will result in significant new functionality. 
Costs incurred in the preliminary stages of development are 
expensed as incurred. Once an application has reached the 
development stage, internal and external costs, if direct and 
incremental, are capitalized until the software is substantially 
complete and ready for its intended use. Capitalized costs 
are recorded as part of property and equipment, net in our 
consolidated balance sheets. Maintenance and training  
costs are expensed as incurred. Internal-use software is 
amortized on a straight-line basis over its estimated useful 
life, which is generally three years.

We capitalize sales commission expenses and associated 
payroll taxes paid to internal sales personnel that are 
incremental to obtaining customer contracts. These costs 
are deferred and then amortized over the expected period 
of benefit, which is estimated to be five years for new 
customers. Commissions for existing customer renewals 
are deferred and amortized over 12 months. We have 
determined the period of benefit taking into consideration 
several factors including the expected subscription term and 
expected renewals of our customer contracts, the duration 
of our relationships with our customers, and the life of our 
technology. Amortization expense is included in Sales and 
marketing in the accompanying consolidated statements of 
comprehensive loss.

Footnotes have no 
discussion of specific data 
on capitalization of software 
development. 

Footnotes have no discussion 
of specific data on capitalized 
commissions.

88 PagerDuty

The company evaluates costs related to the development 
of its platform and certain projects for internal use incurred 
during the application development stage. Costs related 
to preliminary project activities and post-implementation 
activities are expensed as incurred and costs related to the 
application development stage are capitalized. Internal-
use software is amortized on a straight-line basis over 
its estimated useful life, which is generally three years. 
Management evaluates the useful lives of these assets on 
an annual basis and tests for impairment whenever events 
or changes in circumstances occur that could impact the 
recoverability of these assets.

Deferred contract costs include sales commissions earned 
by our sales force which are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
Sales commissions for initial contracts are deferred and 
then amortized on a straight-line basis over a period of 
benefit, determined to be four years. Significant judgment is 
required in arriving at this period of benefit. We determined 
the period of benefit by taking into consideration our 
customer contracts, technology, and other factors. Amounts 
anticipated to be recognized within one year of the balance 
sheet date are recorded as deferred contract costs, current, 
with the remaining portion recorded as deferred contract 
costs, noncurrent, on the consolidated balance sheets. 
Amortization expense of deferred contract costs is recorded 
as sales and marketing expense in the consolidated 
statements of operations.

The company capitalized  
$4.8 million, $4.7 million, and  
$1 million during the fiscal 
years ended January 31, 2023, 
2022, and 2021, respectively.

Deferred contract costs on 
the company’s consolidated 
balance sheets were $46.4 
million and $42.8 million as of 
January 31, 2023 and 2022, 
respectively. Amortization 
expense was $19.2 million, 
$14.9 million, and $11.0 million 
for the fiscal years ended 
January 31, 2023, 2022, and 
2021, respectively. There was 
no impairment loss in relation 
to the costs capitalized for the 
periods presented.

89
Consensus  
Cloud Solutions, 
Inc.

Property and equipment are stated at cost. Equipment 
under finance leases is stated at the present value of the 
minimum lease payments. Depreciation is calculated 
using the straight-line method over the estimated useful 
lives of the assets and is recorded in cost of revenues and 
general and administrative expenses on the Consolidated 
Statements of Income. The estimated useful lives of property 
and equipment range from 1 to 10 years. Fixtures, which 
are comprised primarily of leasehold improvements and 
equipment under finance leases, are amortized on a straight-
line basis over their estimated useful lives or for leasehold 
improvements, the related lease term, if less. The company 
has capitalized certain internal-use software and website 
development costs which are included in property and 
equipment. The estimated useful life of costs capitalized is 
evaluated for each specific project and ranges from  
1 to 5 years (see Note 7 - Property and Equipment).

Footnotes have no discussion of capitalization of 
commissions.

Footnotes have no discussion 
of specific data on software 
development.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

90 Braze, Inc.

Research and development expenses consist primarily 
of personnel costs for engineering, service, design, and 
information technology teams. Additionally, research 
and development expenses include allocated overhead 
costs and contractor fees. Research and development 
costs are expensed as incurred. Capitalized internal-use 
software development costs are excluded from research 
and development expenses as they are capitalized as a 
component of property and equipment, net and amortized 
to cost of revenue over the software’s expected useful life, 
which is generally three years.

We capitalize costs of obtaining revenue contracts that are 
incremental and recoverable. Incremental costs primarily 
include sales commissions and bonuses for new and renewal 
revenue contracts and associated payroll tax and fringe 
benefit costs and are recorded within deferred contract costs 
on the consolidated balance sheets. Capitalized amounts 
are recoverable through future revenue streams under all 
customer contracts. 
 
Contract costs are amortized on a straight-line basis up to 
4 years, which reflects the expected period of benefit of the 
performance obligation and may be longer than the initial 
contract period. We determined the estimated benefit period 
having considered both qualitative and quantitative factors, 
including the length of the subscription terms in our customer 
contracts and the anticipated life of our technology, among 
other such factors. Deferred contract costs related to renewals 
are amortized over the renewal term which is generally 
one year to three years. Amortization of contract costs are 
classified within operating expenses based on the function  
of the underlying employee receiving the benefit in  
the accompanying consolidated statements of operations.

We capitalized internal-use 
software of $2.0 million,  
$2.4 million and $2.1 million 
during the fiscal years ended 
January 31, 2023, 2022, and 
2021 respectively. Amortization 
for capitalized internal-use 
software costs recognized 
within cost of revenue on the 
consolidated statements of 
operations was $1.7 million, 
$1.2 million and $0.5 million  
for the fiscal years ended 
January 31, 2023, 2022, and 
2021, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

91 Sumo Logic, Inc. 

The company capitalizes certain costs related to its 
enterprise cloud computing services and certain projects 
for internal use incurred during the application development 
stage. Costs related to preliminary project activities and 
post-implementation activities are expensed as incurred. 
Internal-use software is amortized on a straight-line basis 
over its estimated useful life.

The company capitalizes certain sales commissions, 
including related payroll taxes, earned by the company’s 
sales force, which are considered to be incremental 
costs that would not be incurred absent the contract, and 
recoverable costs of acquiring a contract with a customer. 

Commissions earned on the initial acquisition of a contract 
are amortized over a period of benefit of five years on 
a straight-line basis. The period of benefit is estimated 
by considering factors such as the expected life of the 
company’s subscription contracts, historical customer 
attrition rates, technological life of the company’s platform, 
the impact of competition in its industry, as well as other 
factors. Commissions for renewals are considered not 
commensurate with the commission paid for the acquisition 
of the initial contract and are therefore amortized over the 
contractual term of the contract, consistent with the pattern 
of revenue recognition for each performance obligation.

The company capitalized $2.1 
million and $0.2 million of 
internal-use software costs 
during the years ended January 
31, 2023 and 2022, respectively. 
Amortization of internal-use 
software costs included in cost 
of revenue in the consolidated 
statements of operations 
was $0.6 million, $0.7 million, 
and $0.7 million for the years 
ended January 31, 2023, 2022, 
and 2021, respectively. As of 
January 31, 2023 and 2022, the 
company included capitalized 
internal-use software costs of 
$2.8 million and $1.2 million 
within property and equipment, 
net, respectively. Management 
evaluates the useful lives of 
these assets on an annual 
basis and tests for impairment 
whenever events or changes 
in circumstances occur that 
could impact the recoverability 
of these assets. There were 
no impairments to capitalized 
internal-use software costs 
during the years ended January 
31, 2023, 2022, or 2021.

The company capitalized 
$25.0 million and $25.8 million 
in sales commissions for 
the years ended January 31, 
2022 and 2021, respectively. 
Amortized costs are included in 
sales and marketing expense in 
the accompanying consolidated 
statements of operations 
and were $15.8 million, $11.5 
million, and $8.8 million for the 
years ended January 31, 2022, 
2021, and 2020, respectively. 
There was no impairment loss 
in relation to deferred sales 
commissions for the years 
ended January 31, 2022, 2021, 
or 2020. Sales commissions 
that will be amortized within 
the next 12 months are 
included in deferred sales 
commissions, current, on the 
consolidated balance sheets. 
Any sales commissions that 
will be amortized in any period 
subsequent to the next 12 
months are included in deferred 
sales commissions, noncurrent, 
on the consolidated balance 
sheets.

92 Duck Creek 
Technologies

The company has evaluated the establishment of 
technological feasibility of its perpetual and term license 
arrangements in accordance with FASB ASC 985-20, 
Accounting for the Costs of Computer Software to Be 
Sold, Leased, or Otherwise Marketed. The company sells 
software products in a market that is subject to rapid 
technological change, new product development, and 
changing customer needs. Accordingly, the company has 
concluded that technological feasibility for most software 
products is not established until the development stage 
of the software product is nearly complete. The company 
defines technological feasibility as the completion of a 
working model. The period of time during which costs could 
be capitalized, from the point of reaching technological 
feasibility until the time of general software product release, 
is very short; consequently, the amounts that are capitalized 
are not material to the company’s financial position or results 
of operations. 
 
With respect to the company’s SaaS products sold to its 
customers, costs incurred in the preliminary design and 
development stages of a project are expensed as incurred in 
accordance with FASB ASC 350-40, Internal-Use Software. 
Once a project has reached the application development 
stage, certain internal, external, direct and indirect costs 
may be subject to capitalization. Generally, costs are 
capitalized until the technology is available for its intended 
use. Subsequent costs incurred for the development of 
future upgrades and enhancements, which are expected to 
result in additional functionality, follow the same protocol 
for capitalization. Capitalized software development costs 
are recorded in property and equipment on the company’s 
consolidated balance sheets.                                                                                 

Amortization of capitalized computer software development 
costs is provided on a product-by-product basis using the 
greater of (a) the amount computed using the ratio that 
current gross revenue for a product bears to total of current 
and anticipated future gross revenue for that product or (b) 
the straight-line method, beginning upon commercial release 
or available for the products intended use, and continuing 
over the remaining estimated economic life of the product, 
typically three years.

Incremental costs primarily comprise of commissions paid 
to the company’s sales representatives. Any such costs that 
are allocated to performance obligations that are recognized 
at a point in time are expensed at that time. Any such costs 
that are allocated to performance obligations that are 
recognized over time are capitalized in the period in which 
they are incurred and amortized on a straight-line basis over 
the expected period of benefit of the associated contract. 
The company determined to use the straight-line basis 
as the expected benefit will be realized uniformly over the 
amortization period. Commissions paid relating to contract 
renewals are deferred and amortized on a straight-line basis 
over the related renewal period. As a practical expedient, 
the company recognizes the incremental costs of obtaining 
a contract as an expense when incurred if the amortization 
period of the asset that it otherwise would have recognized  
is one year or less.

The company has determined 
the useful life of capitalized 
internal-use software to be 
three years. Amortization 
expense related to internal-use 
software was $2.4 million,  
$2.0 million, $0.7 million for the 
fiscal years ended August 31, 
2022, 2021 and 2020.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

93 Jfrog

Software development costs for software to be sold, leased, 
or otherwise marketed are expensed as incurred until the 
establishment of technological feasibility, at which time 
those costs are capitalized until the product is available 
for general release to customers and amortized over the 
estimated life of the product. Technological feasibility is 
established when all planning, designing, coding and testing 
necessary to meet the product’s design specifications 
have been completed. Once technological feasibility is 
established, costs are capitalized until the product is made 
available for general release to the company’s customers. 
Maintenance costs are expensed as incurred. To date, costs 
have not been capitalized as the general release process is 
essentially completed concurrently with the establishment of 
technological feasibility. 
 
Costs related to software acquired, developed, or modified 
solely to meet the company’s internal requirements, with 
no substantive plans to market such software at the time 
of development are capitalized. Costs incurred during the 
preliminary planning and evaluation stage of the project 
and during the post implementation operational stage 
are expensed as incurred. Costs incurred during the 
application development stage of the project are capitalized. 
Maintenance costs are expensed as incurred. The amount of 
qualifying costs for capitalization incurred was immaterial 
for the periods presented.

The company capitalizes sales commissions and associated 
payroll taxes paid to sales personnel that are incremental 
to the acquisition of customer contracts. These costs are 
recorded as deferred contract acquisition costs on the 
Consolidated Balance Sheets. The company determines 
whether costs should be deferred based on its sales 
compensation plans and if the commissions are incremental 
and would not have occurred absent the customer contract. 
Sales commissions for the renewal of a contract are not 
considered commensurate with the sales commissions paid 
for the acquisition of the initial contract given a substantive 
difference in commission rates in proportion to their 
respective contract values. Sales commissions paid for the 
renewal of a contract to sales personnel are amortized over 
the contractual term of the renewals. Sales commissions 
paid upon the initial acquisition of a customer contract for 
sales personnel are amortized over an estimated period of 
benefit of four years. The company determines the period 
of benefit for sales commissions paid for the acquisition 
of the initial customer contract by taking into consideration 
the estimated customer life and the technological life of the 
company’s software and other factors. Amortization of sales 
commissions are consistent with the pattern of revenue 
recognition of each performance obligation and are included in 
sales and marketing expense in the Consolidated Statements 
of Operations. The company has applied the practical 
expedient in Accounting Standard Codification (“ASC”) 606, 
Revenue from Contracts with Customers (“ASC 606”) to 
expense costs as incurred for costs to obtain a contract with 
a customer when the amortization period would have been 
one year or less. The company periodically reviews these 
deferred contract acquisition costs to determine whether 
events or changes in circumstances have occurred that could 
impact the period of benefit. There were no impairment losses 
recorded during the periods presented

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions.

94
BigCommerce 
Holdings, Inc.

Research and development expenses consist primarily 
of personnel-related expenses (including stock-based 
compensation expense) incurred in maintaining and 
developing enhancements to our ecommerce platform and 
allocated overhead costs. To date, software development 
costs eligible for capitalization have not been significant.

Certain sales commissions earned by our sales force are 
considered incremental and recoverable costs of obtaining 
a contract with a customer. Sales commissions are not 
paid on subscription renewals. We amortize deferred sales 
commissions ratably over the estimated period of our 
relationship with customers of approximately four years. 
Based on historical experience, we determine the average 
life of our customer relationship by taking into consideration 
our customer contracts and the estimated technological 
life of our platform and related significant features. We 
include amortization of deferred commissions in Sales 
and marketing expense in the consolidated statements 
of operations. We periodically review the carrying amount 
of deferred commissions to determine whether events or 
changes in circumstances have occurred that could impact 
the period of benefit of these deferred costs. 

Software development costs 
associated with internal use 
software, which are incurred 
during the application 
development phase and meet 
other requirements under the 
guidance are capitalized. As of 
December 31, 2022, we have 
capitalized $2.8 million. As of 
December 31, 2021, software 
costs capitalized were $1.7 
million. 

We did not recognize an 
impairment of deferred 
commissions during the years 
ended December 31, 2022, 2021 
and 2020, respectively. Sales 
commissions of $8.9 million, 
$7.0 million and $4.5 million 
were deferred for the years 
ended December 31, 2022, 
2021 and 2020, respectively; 
and deferred commission 
amortization expense was  
$5.2 million,  $3.5 million and 
$2.2 million for the years ended 
December 31, 2022, 2021 and 
2020, respectively.

95 C3.ai

The company capitalizes certain software development 
costs subsequent to the establishment of technological 
feasibility. Based on the company’s product development 
process and substantial development risks, the company’s 
products are made available for general release as soon as 
technological feasibility is reached. 
The company expenses the cost of purchased software 
that is to be sold, leased, or otherwise marketed as part of 
a product until the technological feasibility of the product 
has been established or where the software has an 
alternative future use. Once the technological feasibility of 
the product, to be externally marketed, has been established 
or where the software has an alternative future use, the 
company capitalizes the cost of purchased software until 
the associated product is available for general release to 
customers, at which point the capitalized cost is amortized 
on a product-by-product basis the greater of the ratio of 
current gross revenues to the total of current and anticipated 
future gross revenues or over the remaining estimated 
economic life of the product.

Sales commissions are deferred and then amortized taking 
into consideration the pattern of transfer to which assets 
relate. If the commissions paid on the initial and renewal 
contracts are not commensurate, the company amortizes the 
commissions paid on the initial contract over an expected 
period of benefit, including expected renewals, which is 
determined to be approximately five years. In arriving at 
the average period of benefit the company considered the 
duration of the company’s relationships with customers 
and the company’s technology. Sales commissions for 
renewal contracts are generally deferred and amortized over 
the contract period. Sales commissions are expensed as 
incurred when the expected amortization period is one year 
or less.

The company capitalized 
software costs of $3.0 million 
and $3.0 million, respectively, 
during the fiscal years ended 
April 30, 2023 and 2022, 
respectively, and included 
in other assets, non-current 
in the consolidated balance 
sheets. The company amortized 
capitalized software costs of 
$1.1 million and $0.7 million, 
respectively, during the fiscal 
years ended April 30, 2023 and 
2022, respectively, and included 
in cost of subscription revenue 
in the consolidated statements 
of operations. The company 
did not capitalize any software 
costs during the fiscal year 
ended April 30, 2021.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

96 Sprout  
Social, Inc.

Under new IRC Section 174(c)(3), software development 
costs are treated as R&D expenditures. The company has 
capitalized and amortized relevant software development 
costs under IRC section 174.

Sales force commissions are considered incremental costs 
of obtaining a contract with a customer. Sales commissions 
earned for initial contracts and for expansion of contracts 
with existing customers are deferred and amortized on a 
straight-line basis over a period of benefit of three years. 
Determining the period of benefit of requires judgment for 
which we take into consideration products sold, expected 
customer life, expected contract renewals, technology life 
cycle and other factors.

The company has capitalized 
and amortized relevant 
software development costs 
under IRC section 174 and 
recorded a resulting deferred 
tax asset of $5.8 million as of 
December 31, 2022.

Deferred commissions during 
the year ended December 31, 
2022 increased $11.7 million as 
a result of deferring incremental 
costs of obtaining contracts 
with customers of $30.3 
million, which was offset by 
$18.6 million of amortization. 
Deferred commissions during 
the year ended December 31, 
2021 increased $10.9 million as 
a result of deferring incremental 
costs of obtaining contracts 
with customers of $23.1 million, 
which was offset by $12.2 
million of amortization. The 
company periodically reviews 
the deferred sales commissions 
for impairment and noted no 
impairment loss for the years 
ended December 31, 2022, 2021 
and 2020.

97 Amplitude

The company capitalizes development costs related to its 
platform and certain other projects for internal use. The 
company considered the guidance set forth in Financial 
Accounting Standards Board (“FASB”) Accounting Standards 
Codification (“ASC”) Subtopic 350-40-15, Accounting for 
the Cost of Computer Software Developed or Obtained 
for Internal Use, which requires companies to capitalize 
qualifying computer software costs that are incurred during 
the application development stage, and then amortize them 
over the software’s estimated useful life. Costs related 
to preliminary project activities and post-implementation 
activities are expensed as incurred. Capitalized internal-use 
software costs are included in “Property and equipment, net” 
on our consolidated balance sheets and are amortized on a 
straight-line basis over its estimated useful life into cost of 
revenue within the consolidated statements of operation. 
All software development costs prior to capitalization have 
been recorded in research and development expense in the 
consolidated statements of operations. 

We capitalize sales commissions that are recoverable and 
incremental due to the acquisition of customer contracts. 
We determine whether costs should be deferred based on 
its sales compensation plans, if the commissions are in 
fact incremental and would not have occurred absent the 
customer contract. 
 
Commissions paid upon the initial acquisition of a contract 
are deferred and then amortized on a straight-line basis 
over a period of benefit, determined to be five years. The 
period of benefit is estimated by considering factors such 
as the expected life of our subscription contracts, historical 
customer attrition rates, technological life of our platform, 
as well as other factors. Sales commissions for renewal of 
a subscription contract are not considered commensurate 
with the commissions paid for the acquisition of the initial 
subscription contract given the substantive difference in 
commission rates between new and renewal contracts. We 
determine the period of benefit for renewal subscription 
contracts by considering the contractual term for renewal 
contracts. 
 
Amounts anticipated to be recognized within 12 months 
of the balance sheet date are recorded as deferred 
commissions, current, with the remaining portion recorded 
as deferred commissions, noncurrent, in the consolidated 
balance sheets. Amortization of deferred commissions is 
included in sales and marketing expense in the consolidated 
statements of operations and comprehensive loss. We 
periodically review these deferred commissions to determine 
whether events or changes in circumstances have occurred 
that could impact recoverability or the period of benefit. 
There were no impairment losses recorded during the 
periods presented.

Net cash used in investing 
activities of $1.5 million for 
fiscal 2021 consisted of $1.7 
million in capitalized internal-
use software development 
costs and $1.5 million in 
purchases of property and 
equipment. These decreases 
were partially offset by $1.7 
million in net cash acquired 
upon the acquisition of a 
privately-held company. 
There was no impairment 
to capitalized internal-use 
software costs during the years 
ended December 31, 2022, 
2021, and 2020.

Footnotes have no discussion 
of specific data on capitalized 
commissions.

98 Domo, Inc.

The company capitalizes certain costs related to 
development of its platform incurred during the application 
development stage. Costs related to preliminary project 
activities and post-implementation activities are expensed as 
incurred. Maintenance and training costs are also expensed 
as incurred. Capitalized costs are included in property and 
equipment. 

Capitalized internal-use software is amortized generally as 
subscription cost of revenue, with a smaller portion related 
to operations amortized as research and development within 
operating expenses. All capitalized internal-use software 
is amortized on a straight-line basis over its estimated 
useful life, which is generally three years. Management 
evaluates the useful lives of these assets on an annual basis 
and tests for impairment whenever events or changes in 
circumstances occur that could impact the recoverability of 
these assets.

Contract acquisition costs, net are stated at cost net of 
accumulated amortization and primarily consist of deferred 
sales commissions, which are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
Contract acquisition costs for initial contracts are deferred 
and then amortized on a straight-line basis over the period 
of benefit, which the company has determined to be 
approximately four years. The period of benefit is determined 
by taking into consideration contractual terms, expected 
customer life, changes in the company's technology and 
other factors. Contract acquisition costs for renewal 
contracts are not commensurate with contract acquisition 
costs for initial contracts and are recorded as expense when 
incurred if the period of benefit is one year or less. If the 
period of benefit is greater than one year, costs are deferred 
and then amortized on a straight-line basis over the period of 
benefit, which the company has determined to be two years. 
Contract acquisition costs related to professional services 
and other performance obligations with a period of benefit 
of one year or less are recorded as expense when incurred. 
Amortization of contract acquisition costs is included 
in sales and marketing expenses in the accompanying 
consolidated statements of operations.

The company capitalized $5.5 
million, $7.3 million and $8.2 
million in software development 
costs during the years ended 
January 31, 2021, 2022 and 
2023, respectively. Amortization 
of capitalized software 
development costs was $3.0 
million, $4.3 million and $5.0 
million for the years ended 
January 31, 2021, 2022 and 
2023, respectively.

Amortization expense related 
to contract acquisition costs 
was $14.4 million, $15.8 million 
and $17.1 million for the years 
ended January 31, 2021, 2022 
and 2023, respectively. There 
was no impairment charge in 
relation to contract acquisition 
costs for the periods presented.

99 nCino Footnotes have no discussion of specific data on 
Capitalization of Software Development.

Footnotes have no discussion of capitalization of 
commissions..

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions.

100 Olo

Research and development expenses are expensed as 
incurred and primarily consist of engineering and product 
development personnel costs and allocated overhead 
costs. Research and development costs exclude capitalized 
software development costs, as they are capitalized as a 
component of property and equipment, net and amortized to 
platform cost of revenue over the term of their useful life.

We capitalize the incremental costs of obtaining a revenue 
contract, including sales commissions for new and renewal 
revenue contracts, certain related incentives, and associated 
payroll tax and fringe benefit costs. Capitalized amounts are 
recoverable through future revenue streams under customer 
contracts. 

We allocate costs capitalized for contracts to the related 
performance obligations and amortize these costs on 
a straight-line basis over the expected period of benefit 
of those performance obligations. We determined that 
commissions paid on renewals are commensurate with 
commissions paid on initial contracts. Accordingly, we 
amortize commissions on initial contracts over the contract 
period which is generally three years. We also amortize 
commissions on renewal contracts over the renewal 
contract period, which are generally between one to three 
years. Amounts expected to be recognized within one 
year of the balance sheets date are recorded as current 
deferred contract costs. The remaining portion is recorded 
as non-current deferred contract costs in the balance 
sheets. Amortization of costs capitalized to obtain revenue 
contracts is included in sales and marketing expense in the 
accompanying consolidated statements of operations.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions.
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