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SaaS 
Companies 
Survey 2022
Sales commissions and software 
development costs (including website or 
application development costs) continue to 
be among the top expenditures for software-
as-a-service (SaaS) companies. Chief 
financial officers (CFOs), chief accounting 
officers (CAOs) and other finance and 
accounting executives of SaaS companies 
need to continually evaluate and monitor the 
industry for emerging trends pertaining to 
the accounting of these costs. Our annual 
SaaS survey provides a useful tool to gauge 
how your organization compares to its peers 
in these key areas.



The 2022 survey includes 100 of the 
top publicly traded SaaS companies 
(ranked principally using market cap). 
We collected the survey information 
from participants’ most recently filed 
Form 10-Ks, reflecting data for the 
most recent fiscal year ending prior 
to May 1, 2022. In addition to looking 
at capitalization over time, we also 
looked at capitalization by revenue 
and by auditor.

At a high level, the survey results show 
that the percentage of companies 
capitalizing commissions paid to 
sales professionals rose sharply, more 
than tripling compared to our survey 
five years ago (85% in 2022 versus 
22% in 2017). This is not surprising, 
given that the revenue recognition 
rules (ASC 606) took effect for public 
companies in 2018. The percentage of 
companies capitalizing development 
costs, which are not impacted by  
ASC 606, also increased during this 
same period (71% in 2022 versus  
62% in 2017). 



SaaS

Traditional Software License

Internal Use  
Software

Costs of Software  
to Be Sold, Leased  
or Marketed

Website  
Development Costs

Subtopic 350-40

Subtopic 985-20

Subtopic 350-50

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 when the project is substantially 
complete and is ready for its intended purpose.

Development costs of software to be sold, 
leased or otherwise marketed are subject to 
capitalization beginning when technological 
feasibility has been established and ending 
when the product is available for general 
release.

Costs incurred to purchase software tools, 
or costs incurred during the application 
development stage for internally developed 
tools, shall be capitalized.

01GAAP Rules
For reference, here are the rules specific to development costs and commissions capitalization. 

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



Commissions Capitalization

ASC 606 mandated 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 period of 
amortization is one of the most significant areas affected by ASC 606, as companies no longer 
have the option to immediately “expense as you go.”

Companies have been able to expense 
R&D costs as paid or incurred allowing 
for an immediate tax deduction under 
Internal Revenue Code (IRC) §174. 
In addition, the R&D tax credit has 
previously allowed SaaS companies 
to reinvest earnings and their outside 
funding directly into R&D spend, 
causing many to be “loss” companies 
for both GAAP and tax purposes. 

Beginning in 2022, immediate R&D 
expensing is no longer an option. 
In December of 2017, the Tax Cuts 
and Jobs Act (TCJA) amended IRC 
§174 to require R&D expenditures to 
be capitalized and amortized over 
a period of 5-15 years for amounts 
paid in tax years beginning after 
December 31, 2021. Additionally, 
internal software development costs 
are specifically included as R&D 
expenditures under the amended  
IRC §174 and are therefore required  
to be capitalized and amortized.

With these changes taking effect 
in 2022, you may find you have a 
substantial amount of taxable income 
that you weren’t expecting. This first 
year could have a significant impact as 
only half-year amortization is allowed. 
For example, assume SaaS Company, 
Inc. spends $70M on R&D in 2022 and 
has an overall GAAP loss of $30M for 
the year. The company will have to 
capitalize the entire $70M of R&D spend 
for tax purposes. Assuming five-year 
amortization and the required midpoint 
convention, the company would only 
be entitled to a $7M amortization tax 
deduction in 2022. Absent any other  
tax adjustments, the company would 
have $33M in taxable income for 2022.  
The table on the following page 
demonstrates how SaaS Company, Inc.  
is affected by the IRC §174 changes  
from 2021 to 2022. 

TCJA Amendment to IRC §174 Regarding R&D Expensing



2021  
(“old” IRC §174 in effect)

2022  
(“new” IRC §174 in effect)

GAAP EBIT

R&D Spend

5-Year Tax Amortization - R&D

Taxable Income*

-$30M

—

—

-$30M

-$30M

+$70M

-$7M

+$33M

Even with an unexpected taxable income position, companies may assume they have tax 
attribute carryforwards to offset the income (e.g., net operating losses [NOL] and tax credits). 
These attributes are often limited and not available to offset taxable income.

For example, IRC §382 limits the amount of tax attributes due to ownership changes that may 
have occurred. Furthermore, post-2017 Federal NOLs are limited to 80% of taxable income. 
Most states conform to the amended §174 and have similar limits on tax attribute utilization. 
Additionally, many states have specific attribute limitations in place as revenue raisers for their 
fiscal budgets. (Connecticut only allows taxable income to be offset by 50% of carryforward 
NOLs and Illinois has a $100K cap on any NOL utilization.)  

*Assumes no other tax adjustments



Capitalization  
Over Time

Sales Commissions

ASC 606 dramatically changed the revenue recognition landscape in 2018, effectively 
mandating that companies capitalize commissions, if material. As a result, the rate 
of capitalization in the 2019 survey (66%) tripled compared to the 2017 survey (22%), 
as shown in the below graph. This further increased in 2022, with 85% of companies 
capitalizing commissions.

In 2022, companies that did not disclose commissions capitalized (either claimed 
commissions were immaterial or were related to deals of less than one year) 
represented 15% of companies surveyed, down from 34% in 2019. This number 
remains higher than expected, given that most SaaS companies pay significant 
commissions, and sales teams typically focus on multi-year deals.
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Not surprisingly, the SEC has issued comment letters to certain registrants in connection 
with similar costs to obtain contracts under ASC 606. 

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 
from 75% to 72% in the years 2020 to 2022, shown in the graph below. This is the 
first year that this percentage has not grown, perhaps indicating a levelling out of the 
number of companies seeking to capitalize these costs.
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0303Capitalization by Revenue
In this year’s survey we also sorted the firms by revenue into four brackets, with 
roughly 25 firms in each bracket: $0 to $360 million, $361 million to $670 million, 
$671 million to $1.39 billion and $1.4 billion and over.

Development Cost Capitalization

 In 2020, the data showed that companies 
with higher revenue tended to capitalize 
software development costs more often 
than companies with relatively lower 
revenue. However, in 2022, the reverse 
was true. The data shows that companies 
with lower revenue tend to capitalize 
software development costs more often 
than companies with higher revenue. 
Companies in the three lower revenue 
quartiles capitalized development costs 

more than 70% of the time while only 
48% of companies in the largest quartile 
($1.4B+) did so.

The graph below shows that in 2022, 
the average capitalized software 
development among the companies  
in the different quartiles ranges from  
1.6-2.5%. This is less varied than  
2020, with companies in the different 
quartiles ranging from 0.9-3.7%.  
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Commission Capitalization

In 2020, companies with relatively lower revenue tended to capitalize 
sales commission costs more often than companies with higher 
revenue. The same is true for 2022. The next graph shows that roughly 
68% of companies in the $1.4 billion and over bracket capitalized 
commission costs, while 88%, 96% and 88% of companies in the  
$671 million to $1.39 billion, $361 million to $670 million and $0 to 
$360 million brackets capitalized commission costs, respectively. 

The amount of commission costs capitalized as a portion of revenue 
also trended upward, from roughly 6.4% in 2020 to approximately 
7.9% in the current year. Interestingly, the largest revenue bracket 
($1.4 billion and over) only capitalized commissions at a rate of 4.9% 
of revenues, which is about half of the highest capitalization rate of 
9.9% for the $361 million to $670 million revenue range. 
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We also analyzed capitalization practices based on the companies’ independent registered 
public accounting firms (auditors). The data showed a wide disparity in practices based on 
the audit firm.

Of the 100 companies surveyed, 91 used Big Four auditors. The graphs below show 
the capitalization practices of companies for each Big Four auditor, and for the nine 
companies that did not use a Big Four audit firm.

Among the registrants audited by the Big Four, 92% of Deloitte’s clients capitalized 
software development costs in 2022, while EY had the lowest percentage at 65%. 
Notably, the percentage of Deloitte clients capitalizing software development costs 
increased from 67% in 2020 to 92% in 2022. Among registrants audited by other  
firms (not Big Four), 44% capitalized software development costs.
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Among the registrants audited by the Big Four, PwC had the highest percentage of  
clients (96%) that capitalized commissions in 2022, while EY had the lowest percentage  
at 74%. The increase in Deloitte clients capitalizing commissions was in line with the 
Deloitte clients capitalizing development costs (67% in 2020 to 92% in 2022). Among 
registrants audited by other firms (not Big Four), 78% capitalized commissions. 

Interestingly, 85% of registrants capitalized commissions in 2022 compared 71%  
of registrants who capitalized development costs in 2020.
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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.

As of October 2022, the FASB was in the initial deliberation stage of 
reviewing the accounting for and disclosure of software costs, which 
they added to their agenda in June 2022. The goal of the FASB’s review 
is to 1) modernize the accounting for software costs and 2) enhance the 
transparency about an entity’s software costs. Any updates should be 
beneficial to SaaS companies’ decision-making process. 
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Top 100 SaaS Companies Surveyed in 2022
Dollars in Thousands. ND=Not Disclosed  N/A= Not Applicable
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1 Microsoft MSFT Deloitte No No 6/30/2021  $168,088,000 ND ND ND ND ND ND ND ND

2 Oracle ORCL EY No No 5/31/2022  $42,440,000 ND ND ND ND ND ND ND 4

3 Salesforce Com Inc CRM EY No Yes 1/31/2022  $26,492,000 ND ND ND ND $3,796,000 $2,283,000 $1,348,000 4

4 Block   SQ EY Yes No 12/31/2021  $17,661,203 $116,827 $39,200 $33,400 1.5 ND ND ND N/A

5 Adobe  ADBE KPMG No Yes 12/3/2021  $15,785,000 ND ND ND ND $611,000 $293,000 $212,000 5

6 Intuit Inc INTU EY Yes No 7/31/2021  $9,633,000 ND $72,000 ND 3-6 ND ND ND 3-4

7 Servicenow   NOW PwC No Yes 12/31/2021  $5,896,000 ND ND ND 3-5 $926,000 $565,000 $294,000 5

8 Workday   WDAY EY No Yes 1/31/2022  $5,138,798 ND ND ND ND $494,216 $238,453 $138,797 5

9 Shopify  SHOP PwC No No 12/31/2021  $4,611,856 $203 ND $1,597 2-3 ND ND ND ND

10 Autodesk Inc ADSK EY No Yes 1/31/2022  $4,386,400 ND  ND  ND 3 $138,500 $135,400 $117,800 ND

11 Zoom Video ZM KPMG Yes Yes 1/31/2022  $4,099,864 $41,894 $20,200 ND 3 $363,980 $247,371 $177,283 3

12 Paychex PAYX PwC Yes Yes 5/31/2022  $4,611,700 ND ND ND 3-5 $550,200 $239,100 $177,100 8

13 Change Healthcare   CHNG Deloitte Yes Yes 3/31/2022  $3,480,815 $382,384 $240,513 $129,766 3 $91,829 ND $10,878 1-3

14 Akamai AKAM  PwC Yes Yes 12/31/2021  $3,461,223 $558,849 $216,261 $69,096 2-7 $43,562 $56,509 $58,433 3

15 Citrix Systems CTXS EY Yes No 12/31/2021  $3,217,170 $81,674 $34,800 ND 2-7 ND ND ND ND

16 Twilio Inc TWLO KPMG Yes Yes 12/31/2021  $2,841,839 $113,599 $63,100 ND 3 $193,400 ND $31,541 5

17 Splunk  SPLK PwC Yes Yes 1/31/2022  $2,673,664 $16,460 $12,900 $7,100 3 $303,198 $177,700 $144,850 5

18 F5   FFIV  PwC No Yes 9/30/2021  $2,603,416 $37,447 ND ND 3-5 $77,836 $41,719 $34,279 3-4.5

19 Dropbox   DBX EY No Yes 12/31/2021  $2,157,900 ND ND ND ND $30,800 $36,400 $32,300 5

20 DocuSign   DOCU PwC Yes Yes 1/31/2022  $2,107,213 $37,364 $39,000 $10,300 3-5 $315,158 $169,322 $112,931 5

21 Atlassian Corp Plc TEAM EY No No 6/30/2021  $2,089,132 ND $0 ND ND ND ND ND ND

22 Veeva Systems Inc VEEV KPMG No Yes 1/31/2022  $1,850,777 ND ND ND 3 $33,000 ND $26,000 1-3

23 RingCentral   RNG KPMG Yes Yes 12/31/2021  $1,594,754 $94,600 $50,100 ND 3-5 $826,020 $178,358 $74,165 5

24 Palantir Technologies  PLTR EY No No 12/31/2021  $1,541,889 ND ND ND ND ND ND ND ND

25 Crowdstrike Holdings   CRWD PwC Yes Yes 1/31/2022  $1,451,594 $38,600 $30,700 $12,400 3 ND $1,632 ND 4

26 Zendesk   ZEN EY Yes Yes 12/31/2021  $1,338,603 $26,466 $13,925 $7,000 3-5 $145,000 $108,000 $68,000 3

27 Hubspot   HUBS PwC Yes Yes 12/31/2021  $1,300,658 $39,858 $33,139 $22,047 2-5 $102,530 $96,500 $66,800 1-3

28 Okta   OKTA EY Yes Yes 1/31/2022  $1,300,201 $12,149 $4,336 $4,692 3 $265,757 $170,577 $57,177 2

29 Wix.com Ltd. WIX EY Yes Yes 12/31/2021  $1,269,657 $2,502 $2,519 ND 3 $3,187 $2,225 $110  ND 

30 Snowflake   SNOW  PwC Yes Yes 1/31/2022  $1,219,327 $43,590 $12,772 $4,200 3 $175,915 $95,877 $37,876 5

31 Unity Software   U EY Yes Yes 12/31/2021  $1,110,526 $1,825 $1,200 $1,407 2-3 $16,600 $14,800 $5,600 3

32 Qualtrics International   XM KPMG Yes Yes 12/31/2021  $1,075,664 $22,297 ND $13,500 2 ND $99,900 $50,000 5

33 Paycom Software   PAYC Grant 
Thornton

Yes Yes 12/31/2021  $1,055,524 $110,898 $52,900 $36,500 3 $272,919 $77,644 $37,308 10

34 Datadog   DDOG Deloitte Yes Yes 12/31/2021  $1,028,784 $49,696 $26,069 ND 2 $65,297 $42,775 $17,866 4

35 Ceridian HCM Holding  CDAY KPMG Yes No 12/31/2021  $1,024,200 $92,800 $20,500 $6,400 2-7 ND ND ND 5

36 Bentley Systems   BSY KPMG Yes No 12/31/2021  $965,046 $38,363 $6,608 $7,020 3 ND ND ND ND

37 2U   TWOU KPMG Yes No 12/31/2021  $945,682 $87,409 ND $36,535 3-5 ND ND N/A ND

38 Dynatrace   DT BDO No Yes 3/31/2022  $929,445 $191,900 ND $600 3-5 $126,036 $89,899 $61,487 3

39 Blackbaud   BLKB  PwC Yes Yes 12/31/2021  $927,740 $121,377 $40,489 $31,000 3-7 $78,465 $30,200 $35,500 5

40 UiPath  PATH Grant 
Thornton

Yes Yes 1/31/2022  $892,252 $11,500 $2,950 $1,900 5 $130,150 $130,206 $39,257 5

41 Box  Inc BOX EY Yes Yes 1/31/2022  $874,332 ND $5,785 ND 5 $118,909 $59,240 $45,866 5

42 MongoDB   MDB PwC No Yes 1/31/2022  $873,782 ND ND ND ND $203,300 $84,742 $49,100 5

43 Elastic N.V. ESTC  PwC Yes Yes 4/30/2022  $862,374 ND $4,932 ND 3 $118,047 $92,433 $60,738 5

44 New Relic   NEWR Deloitte Yes Yes 3/31/2022  $785,521 $28,000 $16,400 $10,700 3 $34,521 $2,345 $36,600 3

45 Zoominfo Technologies   ZI KPMG Yes Yes 12/31/2021  $747,200 $23,829 ND ND 4 $59,600 $61,000 $41,700 1-3

46 Guidewire Software   GWRE KPMG Yes Yes 7/31/2021  $743,267 $9,335 $9,846 $3,400 3-5 ND $10,078 ND 5

47 ZipRecruiter   ZIP  PwC Yes Yes 12/31/2021  $741,141 $13,657 $9,666 $7,200 3 $8,651 $1,212 $4,300 3

48 Coupa Software  COUP EY Yes Yes 1/31/2022  $725,289 $21,576 $11,900 $9,900 3 $69,658 $35,906 $18,600 5

49 Avalara   AVLR Deloitte Yes Yes 12/31/2021  $698,977 $14,854 $16,600 ND 3-6 $68,519 $32,721 $15,072 6

50 Zscaler   ZS PwC Yes Yes 7/31/2021  $673,100 $23,108 $16,500 $5,900 3 $207,030 $137,673 $40,558 5

51 Cloudflare   NET KPMG Yes Yes 12/31/2021  $656,426 $38,283 $14,752 $17,900 3 $70,320 $55,411 $29,267 3

52 Five9   FIVN KPMG No Yes 12/31/2021  $609,591 $227 ND ND 3 $117,958 $71,380 $26,050 5

53 Anaplan PLAN KPMG Yes Yes 1/31/2022  $592,176 $20,175 $19,300 $11,100 2-3 $159,168 $85,736 $42,635 5

54 Smartsheet  SMAR Deloitte Yes Yes 1/31/2022  $550,832 ND $8,600 $5,700 3 $91,312 $74,463 $43,680 3

55 Alteryx   AYX Deloitte Yes Yes 12/31/2021  $536,135 ND $9,000 ND 3-4 $69,817 $66,738 $47,604 4

56 Rapid7  Inc RPD KPMG Yes Yes 12/31/2021  $535,404 $18,099 $9,854 $3,855 3 $87,165 $48,951 $26,425 5

57 LiveRamp Holdings   RAMP KPMG No Yes 3/31/2022  $528,657 ND ND ND 4 $30,594 $8,000 ND 4

58 Procore Technologies   PCOR  PwC Yes Yes 12/31/2021  $514,821 $27,062 $20,081 $11,557 2 $42,919 $25,978 $16,111 4

59 Q2 Holdings   QTWO EY Yes Yes 12/31/2021  $498,720 $6,776 $5,900 $1,300 3-5 $52,006 $10,500 $12,600 5-7

60 Sprinklr   CXM KPMG Yes Yes 1/31/2022  $492,394 $8,408 $7,000 $3,400 3 $83,000 $57,700 $35,500 3

61 Paylocity Holding   PCTY KPMG Yes Yes 6/30/2021  $467,633 $45,018 $31,700 $23,227 2-3 $214,893 $95,407 $11,079 7

62 Momentive Global  MNTV EY Yes Yes 12/31/2021  $443,786 $28,158 $8,443 $11,900 3 $21,145 $12,598 $6,900 4

63 Workiva  WK EY No Yes 12/31/2021  $443,285 ND ND ND ND ND $64,200 $34,100 3

64 DigitalOcean Holdings   DOCN EY Yes No 12/31/2021  $428,561 $23,240 $7,307 $13,424 3 ND ND ND ND

65 Samsara   IOT Deloitte Yes Yes 1/29/2022  $428,345 $6,747 $5,035 $3,332 2 $117,757 $76,700 $45,900 5

66 BlackLine   BL PwC Yes Yes 12/31/2021  $425,706 $23,547 $14,536 $9,000 3 $79,961 $43,381 $22,400 5

67 Descartes Systems DSGX KPMG No Yes 1/31/2022  $424,690 ND ND ND N/A $16,600 $8,400 $4,700 4-6

68 Qualys   QLYS Grant 
Thornton

No Yes 12/31/2021  $411,172 ND ND ND ND $12,614 ND $4,000 5

69 Yext   YEXT EY Yes Yes 1/31/2022  $390,577 $9,600 ND $5,800 2-3 $61,284 $47,800 $39,500 3

70 Confluent   CFLT  PwC Yes Yes 12/31/2021  $387,864 $5,933 $5,342 ND 3 $78,824 $57,922 $26,697 5

71 SPS Commerce  SPSC KPMG Yes Yes 12/31/2021  $385,276 $14,073 ND ND 3 ND ND ND 2

72 Asana   ASAN  PwC Yes Yes 1/31/2022  $378,437 $2,353 $1,750 $753 3 $22,771 $19,325 $8,647 3

73 Freshworks  FRSH Deloitte Yes Yes 12/31/2021  $371,022 $8,300 $4,100 $9,000 3 $29,647 $24,218 $12,844 3

74 Appian Corporation APPN BDO No Yes 12/31/2021  $369,259 ND ND ND N/A $73,685 $51,283 $29,695 5

75 Everbridge   EVBG EY Yes Yes 12/31/2021  $368,433 $22,720 $15,300 $9,000 3 $32,800  ND $14,400 4

76 Jamf Holding   . JAMF EY No Yes 12/31/2021  $366,388 $621 ND ND 3 $42,746 $24,795 $12,534 5

77 AppFolio   APPF PwC Yes Yes 12/31/2021  $359,370 $41,212 $27,200 $21,500 3 ND $12,400 $6,800 3

78 Fastly   FSLY Deloitte Yes Yes 12/31/2021  $354,330 $27,900 $13,479 $4,600 3 $23,830 ND $6,294 5

79 Consensus Cloud CCSI BDO No No 12/31/2021  $352,664 ND ND ND 1-5 ND ND ND ND

80 Zuora   ZUO KPMG Yes Yes 1/31/2022  $346,738 $11,534 $5,785 ND 3 $41,807 $24,127 $16,330 5

81 Hashi     HCP Deloitte Yes Yes 1/31/2022  $320,769 $9,867 $9,900 $1,400 5 $89,331 $64,834 $25,748 5

82 Monday.com Ltd. MNDY Deloitte Yes No 12/31/2021  $308,150 $4,793 $3,702 $547 3 ND ND ND  ND 

83 Ping Identity PING PwC Yes Yes 12/31/2021  $299,449 $33,174 $20,200 ND 3-4 $29,840 $24,734 $10,823 4

84 PagerDuty   PD EY Yes Yes 1/31/2022  $281,396 $5,200 $4,700 ND 3 $42,831 $26,167 $14,923 4

85 nCino   NCNO EY No Yes 1/31/2022  $273,865 ND ND ND ND $23,986 $14,731 $5,800 4-5

86 Benefitfocus   BNFT EY Yes Yes 12/31/2021  $263,097 $16,292 $7,467 $9,117 3 $4,418 $1,765 $2,971 4-5

87 Duck Creek Tech DCT KPMG Yes Yes 8/31/2021  $260,350 $4,432 $926 $2,040 3 $14,056 $3,716 $2,100 8

88 Domo   DOMO EY Yes Yes 1/31/2022  $257,961 $14,686 $7,300 $4,300 3 $38,594 $22,258 $15,835 4

89 C3.ai   AI Deloitte Yes Yes 4/30/2022  $252,759 ND $3,000 $700 ND $23,900 ND ND 5

90 GitLab  GTLB KPMG No Yes 1/31/2022  $252,653 ND ND ND N/A $39,106 $41,998 $33,368 3

91 Sumo Logic   SUMO  PwC Yes Yes 1/31/2022  $242,125 $1,200 $182 $700 3 $49,799 $24,999 $15,847 5

92 Bill.com Holdings   BILL EY Yes Yes 6/30/2021  $238,265 $4,898 $2,304 ND 3 $10,711 ND $3,600 4-10

93 Braze   BRZE EY Yes Yes 1/31/2022  $238,035 $3,135 $2,400 $1,200 3 $41,689 $31,967 $17,710 4

94 BigCommerce Holdings BIGC EY No Yes 12/31/2021  $219,855 ND  ND ND ND $9,686 $7,000 $3,500 4

95 JFrog Ltd. FROG EY No Yes 12/31/2021  $206,683 ND ND ND 3 $14,391 $10,843 $4,684 4 

96 SentinelOne   S Deloitte Yes Yes 1/31/2022  $204,799 $12,856 $10,600 $2,100 4 $68,568 $53,565 $21,670 4

97 Sprout Social   SPT PwC No Yes 12/31/2021  $187,859 ND ND ND ND $28,317 $23,113 $12,175 3

98 ChannelAdvisor   ECOM EY Yes No 12/31/2021  $167,729 $4,800 $3,395 $2,700 3 $26,959 $14,776 $9,150 5

99 Amplitude   AMPL KPMG Yes Yes 12/31/2021  $167,261 $2,608 $2,072 $585 3 $28,685 $16,077 $6,832 5

100 Olo  OLO EY Yes Yes 12/31/2021  $149,368 $1,883 $1,452 $600 3 $6,183 $3,790 $2,783 3
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Footnotes from Top 100 SaaS Companies’ 10-Ks

Software  
Footnote  

Specific Data

Commissions  
Footnote  

Specific DataRa
nk

in
g Company  

Name
Notes on Capitalization of Software Development Notes on Capitalization of Software Development

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, Internal-Use 
Software, were not material to our consolidated financial 
statements in fiscal 2021, 2020 and 2019.

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 determined to be 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.

Footnotes have no discussion  
of specific data on software  
development

Footnotes have no discussion  
of specific data on capitalized  
commissions

3 Salesforce 
Com Inc

Footnotes have no discussion of specific data on  
Capitalization of Software Development

The Company capitalizes incremental costs of obtaining 
non-cancelable Cloud Services subscription, ongoing Cloud 
Services support and license support and updates revenue 
contracts. For contracts with on-premises 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 life cycles 
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 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 capitalized $39.2 
million and $42.0 million of 
internally developed software 
during the years ended December 
31, 2021 and 2020, respectively, 
and recognized $33.4 million, 
$19.8 million and $18.9 million of 
amortization expense during the 
years ended December 31, 2021, 
2020 and 2019, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

5 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 5 years. We evaluated qualitative 
and quantitative factors to determine the period of 
amortization, including contract length, renewals, customer 
life and the useful lives of our 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 2021 and 
2020, we amortized $212 million 
and $186 million of capitalized 
contract acquisition costs into 
sales and marketing expense, 
respectively. We did not incur any 
impairment losses in fiscal 2021 
and 2020. Capitalized contract 
acquisition costs were $611 
million and $530 million as of 
December 3, 2021 and November 
27, 2020, of which $406 million 
and $352 million was long-term 
and included in other assets in 
the Consolidated Balance Sheets.

6 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 twelve months 
ended July 31, 2021; $78 million 
for the twelve months ended 
July 31, 2020; and $79 million 
for the twelve months ended 
July 31, 2019. These amounts 
included capitalized labor costs 
of $30 million, $40 million, and 
$43 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

7 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. 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 consistent with prior 
year. 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 revenues 
for self-hosted offerings, a portion of the commission cost 
is expensed upfront when the self-hosted offering is made 
available. Determining the period of benefit including average 
renewal term requires judgment for which we take into 
consideration our customer contracts, our technology life 
cycle and other factors.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

8 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 $494 million and $395 
million as of January 31, 
2022, and 2021, respectively. 
Amortization expense for the 
deferred costs was $139 million, 
$113 million, and $91 million 
for fiscal 2022, 2021, and 2020, 
respectively. There was no 
impairment loss in relation to the 
costs capitalized for the periods 
presented.

9 Shopify Inc.

Research and development costs are generally expensed 
as incurred. These costs primarily consist of personnel and 
related expenses, contractor and consultant fees, stock-
based compensation, and corporate overhead allocations, 
including depreciation. The Company capitalizes certain 
development costs incurred in connection with its internal 
use software. These capitalized costs are related to the 
development of its software platform that is hosted by the 
Company and accessed by its merchants on a subscription 
basis as well as material internal infrastructure software. 
Costs incurred in the preliminary stages of development are 
expensed as incurred. The Company starts to capitalize all 
direct and incremental costs incurred during the application 
development phase when it is probable the expenditures will 
result in additional features and functionality. Capitalization 
ceases once the additional features and functionality are 
put into service. Capitalized costs are recorded as part of 
intangible assets in the consolidated balance sheets and 
are amortized on a straight-line basis over their estimated 
useful lives of two or three years. Costs that meet the criteria 
for capitalization were not martial for the periods presented. 
Maintenance costs are expensed as incurred. 

As part of obtaining contracts with certain merchants, the 
Company incurs upfront costs such as sales commissions. 
The Company capitalizes these contract costs, which are 
subsequently amortized on a systematic basis consistent 
with the pattern of the transfer of the good or service to 
which the contract asset relates, which is generally on a 
straight-line basis over the estimated life of the merchant 
relationship. In some instances, the Company applies the 
practical expedient that allows it to determine this estimate 
for a portfolio of contracts that have similar characteristics 
in terms of type of service, contract term and pricing. 
This estimate is reviewed by management at the end of 
each reporting period as additional information becomes 
available. For certain contracts where the amortization 
period of the contract costs would have been one year or 
less, the Company uses the practical expedient that allows 
it to recognize the incremental costs of obtaining those 
contracts as an expense when incurred and not consider the 
time value of money. 

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

10 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 three-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 
Statements of Operations. 

Autodesk had no material 
capitalized software development 
costs at January 31, 2022, and 
January 31, 2021.

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 
$138.5 million and $120.9 million 
as of January 31, 2022 and 
January 31, 2021, 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 
$117.8 million, $96.6 million, and 
$101.6 million during fiscal years 
ended January 31, 2022, 2021, 
and 2020, respectively. Autodesk 
did not recognize any contract 
cost impairment losses during 
the fiscal years ended January 
31, 2022, 2021, or 2020.

11
Zoom Video 
Communica-
tions, Inc.

We capitalize certain development costs related to our 
unified communications 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. 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 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 and the technological life of 
our unified communications platform and related significant 
features. Amortization of deferred contract acquisition costs  
is included in sales and marketing expense in the 
consolidated statements of operations.

We have capitalized $20.2 
million, $19.4 million, and $3.1 
million of software development 
costs during the fiscal years 
ended January 31, 2022, 2021, 
and 2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

12 Paychex

Software development and enhancements: Expenditures 
for software purchases and software developed for internal 
use are capitalized and depreciated on a straight-line basis 
over the estimated useful lives, which are generally 3 to 
5 years. Software developed as part of the Company’s 
main processing platform is depreciated over 12 years. 
For software developed for internal use, certain costs are 
capitalized, including external direct costs of materials 
and services associated with developing or obtaining the 
software, and payroll and payroll-related costs for employees 
who are directly associated with internal-use software 
projects. Capitalization of these costs ceases no later than 
the point at which the project is substantially complete and 
ready for its intended use. Costs associated with preliminary 
project stage activities, training, maintenance, and other 
post-implementation stage activities are expensed as 
incurred. The carrying value of software and development 
costs is reviewed for impairment when events or changes in 
circumstances indicate that the carrying value of such assets 
may not be recoverable.

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

13
Change 
Healthcare, 
Inc.

Development costs for software developed for sale to 
external customers are capitalized once a project has 
reached the point of technological feasibility. Completed 
projects are amortized after reaching the point of general 
availability using the straight-line method based on  
an estimated useful life of three years. At each balance 
sheet date, or earlier if an indicator of an impairment exists, 
we evaluate the recoverability of unamortized capitalized 
software costs based on estimated future undiscounted 
revenues net of estimated related costs over the remaining 
amortization period.

Footnotes have no discussion of capitalization  
of commissions

Capitalized software developed 
for internal use, net includes 
accumulated amortization of 
$71,356 and $5,290 as of March 
31, 2021 and 2020, respectively. 
Amortization expense for 
capitalized software developed 
for internal use was $71,473 for 
the year ended March 31, 2021 
and was immaterial for the years 
ended March 31, 2020 and 2019.

Footnotes have no discussion 
of specific data on capitalized 
commissions

14
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, 2021, 
2020 and 2019 also include 
stock-based compensation 
reflected as a component of 
amortization primarily consisting 
of capitalized internal-use 
software; the additional stock-
based compensation was 
$32.4 million, $29.6 million and 
$30.6 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

15 Citrix  
Systems 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. The Company’s software development costs 
incurred subsequent to achieving technological feasibility 
have not been significant and all software development 
 costs have been expensed as incurred.

Footnotes have no discussion of capitalization  
of commissions

In accordance with the 
authoritative guidance, the 
Company capitalizes external 
direct costs of materials and 
services and internal costs such 
as payroll and benefits of those 
employees directly associated 
with the development of new 
functionality in internal use 
software. The amount of costs 
capitalized during the years 
ended December 31, 2021 and 
2020 relating to internal use 
software was $3.7 million and 
$2.1 million, respectively. These 
costs are being amortized over 
the estimated useful life of the 
software, which is generally 
three years to seven years, and 
are included in property and 
equipment in the accompanying 
consolidated balance sheets. 
The total amounts charged to 
expense relating to internal use 
software was $5.8 million,  
$12.6 million and $19.7 million, 
during the years ended  
December 31, 2021, 2020 a 
nd 2019, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

16 Twilio Inc

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 costs as of 
December 31, 2021 and 2020, 
were $193.4 million and $85.6 
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 $31.5 million, 
$13.3 million and $4.5 million 
in the years ended December 
31, 2021, 2020 and 2019, 
respectively, and is included in 
sales and marketing expense in 
the accompanying consolidated 
statements of operations.

17 Splunk Inc

Capitalization of software development costs for software 
to be sold, leased, or otherwise marketed begins upon 
the establishment of technological feasibility, which is 
generally the completion of a working prototype that has 
been certified as having no critical bugs and is a release 
candidate. Amortization begins once the software is 
ready for its intended use, generally based on the pattern 
in which the economic benefits will be consumed. We did 
not capitalize any software development costs for fiscal 
2022 and 2021 because the cost incurred and the time 
between technological feasibility and product release was 
insignificant. 

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 capitalize certain costs 
incurred in connection with 
the development of software 
(“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 
of each project are capitalized. 
We define the configuration and 
coding process as the application 
development stage. 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. 
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 3 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 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. The Company capitalizes 
costs incurred during the application development stage 
associated with the development of internal-use software 
systems. The capitalized costs are then amortized over the 
estimated useful life of the software, which is generally three 
to five years, and are included in property and equipment in 
the accompanying consolidated balance sheets. 

Sales commissions and related expenses are capitalized 
and amortized on a straight-line basis over their anticipated 
period of benefit, which we have estimated to be three years. 
Significant judgment is required in arriving at this average 
period of benefit. We determined the period of benefit 
by taking into consideration the length of our customer 
contracts, our technology lifecycle, and other factors.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

19 Dropbox, Inc.

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, 2021, 2020, 
and 2019.

The Company deferred 
incremental costs of obtaining 
a contract of $23.7 million and 
$35.0 million during the years 
ended December 31, 2021 and 
2020, respectively.                                                                                     
 
Deferred commissions, net 
included in prepaid and other 
current assets were $30.8 million 
and $26.7 million as of December 
31, 2021 and 2020, respectively. 
Deferred commissions, net 
included in other assets were 
$34.6 million and $47.3 million 
as of December 31, 2021 and 
2020, respectively.

20 Docusign

We capitalize qualifying internally-developed software 
development costs incurred 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. Capitalization of such costs ceases 
once the project is substantially complete and ready for 
its intended use. Capitalized software development costs 
are included in “Property and equipment, net” on our 
consolidated balance sheets and are amortized on a straight-
line basis over their expected useful lives of approximately 
three to five years.

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. These deferred commissions 
are amortized on a straight-line basis over the periods 
of benefit, commensurate with the pattern of revenue 
recognition. Commissions paid 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. 
The period of benefit for commissions paid for the 
acquisition of the initial subscription contract, of five 
years, is determined by taking into consideration our initial 
estimated customer life and the technological life of our 
software platform and related significant features. The 
period of benefit for renewal subscription contracts, of two 
years, is determined by considering the average contractual 
term for renewal contracts.

Depreciation and amortization 
expenses associated with 
property and equipment was 
$57.1 million, $45.5 million and 
$32.5 million in the years ended 
January 31, 2022, 2021 and 
2020. This included amortization 
expense related to capitalized 
internally-developed software 
costs of $10.3 million, $6.2 
million and $4.1 million in the 
respective years. 
 
We capitalized $39.0 million, 
$29.3 million and $17.1 million 
of internally developed software 
costs, including $9.8 million, 
$7.2 million and $4.1 million 
of capitalized stock-based 
compensation in the years  
ended January 31, 2022, 2021 
and 2020.

Footnotes have no discussion 
of specific data on capitalized 
commissions

21
Atlassian 
Corportation 
Plc

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

22 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

23 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 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.

For the years ended December 
31, 2021 and 2020, the Company 
capitalized $50.1 million and 
$41.9 million, net of impairment, 
of internal-use software 
development costs, respectively. 
The carrying value of internal-use 
software development costs was 
$94.6 million and $66.4 million 
at December 31, 2021 and 2020, 
respectively.

Amortization expense for the 
deferred and prepaid sales 
commission costs for the years 
ended December 31, 2021, 2020 
and 2019 were $74.2 million, 
$47.2 million, and $30.1 million, 
respectively. There was no 
impairment loss in relation to  
the costs capitalized for the 
periods presented.

24
Palantir 
Technologies 
Inc.

The Company evaluates capitalization of certain software 
development costs subsequent to the establishment of 
technological feasibility. Based on the Company’s product 
development process and substantial development risks, 
technological feasibility is established for the Company’s 
products when they are made available for general release. 
Accordingly, the Company has charged all such costs to 
research and development expense in the period incurred.

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. The Company recognizes an asset for 
the costs to fulfill a contract with a customer if the costs are 
specifically identifiable, generate or enhance resources used 
to satisfy future performance obligations, and are expected 
to be recovered. Costs to fulfill 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

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 software and 
website are substantially complete and ready for its intended 
use. 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 
six months.

There were no impairments for 
property and equipment during 
the fiscal years ended January 
31, 2022, January 31, 2021, and 
January 31, 2020. The Company 
capitalized $30.7 million, $14.0 
million, and $8.1 million in 
internal-use software and website 
development costs during the 
fiscal years ended January 31, 
2022, January 31, 2021, and 
January 31, 2020, respectively. 
Amortization expense associated 
with internal-use software and 
website development costs 
totaled $12.4 million, $7.9 million 
and $6.2 million during the fiscal 
years ended January 31, 2022, 
January 31, 2021, and January 
31, 2020, respectively. The net 
book value of capitalized internal-
use software and website 
development costs was $38.6 
million and $19.5 million as of 
January 31, 2022 and January 31, 
2021, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

25 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 $65.3 million and 
$40.4 million as of December 
31, 2021 and 2020, respectively. 
Amortization expense was 
$17.9 million, $10.4 million and 
$5.4 million for the years ended 
December 31, 2021, 2020 and 
2019, respectively.

26 Zendesk, Inc.

We capitalize certain development costs incurred in 
connection with software development for our platform 
and software used in operations. Costs incurred in the 
preliminary stages of development are expensed as incurred. 
Once software 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 upon completion of 
all substantial testing. We also capitalize 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. Capitalized internal-use software is amortized on a 
straight-line basis over its estimated useful life and generally 
recorded in cost of revenue within the accompanying 
consolidated statements of operations. We evaluate 
the useful lives of these assets and test for impairment 
whenever events or changes in circumstances occur that 
could impact the recoverability of these assets. There were 
no material impairments of internal-use software during the 
years ended December 31, 2021, 2020, or 2019 other than 
those disclosed in Note 6 of the Notes to our Consolidated 
Financial Statements included in this Annual Report on  
Form 10-K.

Footnotes have no discussion of capitalization of 
commissions

Amortization expense of 
capitalized internal-use software 
was $7 million, $8 million, and 
$6 million for the years ended 
December 31, 2021, 2020, 
and 2019, respectively. We 
recorded impairment losses 
for capitalized internal-use 
software of $3 million for the 
year ended December 31, 2020. 
The impairments were recorded 
primarily to construction in 
progress and were included 
primarily within research and 
development expenses on 
our consolidated statement 
of operations. The carrying 
values of capitalized internal-
use software at December 31, 
2021 and 2020 were $40 million 
and $32 million, respectively, 
including $15 million and 
$13 million in construction in 
progress, respectively. These 
balances include $7 million 
and $2 million, respectively, of 
implementation costs incurred 
in hosting arrangements that are 
service contracts, all of which 
is included in construction in 
progress.

Footnotes have no discussion 
of specific data on capitalized 
commissions

27 Hubspot Inc

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 one to three 
years. The one to three-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, 2021 increased by $29.7 
million as a result of deferring 
incremental costs of obtaining a 
contract of $96.5 million and was 
offset by amortization of $66.8 
million during the same period.

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

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 revenue contracts, including incremental sales 
to existing customers, are deferred and then amortized 
on a straight-line basis over a period of benefit, which 
the Company has 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. 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 on a straight-line basis over the related 
period of benefit, which is generally two years. 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

Sales commissions capitalized 
as contract costs totaled $170.7 
million and $81.0 million in 
the years ended January 31, 
2022 and 2021, respectively. 
Amortization of contract costs 
was $57.2 million, $39.7 million 
and $28.6 million for the years 
ended January 31, 2022, 2021 
and 2020, respectively. There  
was no impairment loss in 
relation to the costs capitalized.

29 Wix.com Ltd.

The Company capitalized certain costs related to the online 
platform for internal use incurred during the application 
development stage. The Company also capitalizes costs 
related to upgrades and enhancements when it is probable 
the expenditures will result in additional functionality. 
Costs incurred in the preliminary stages of development 
are expensed as incurred. Capitalization begins when the 
preliminary project stage is completed, and 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. 
Maintenance costs are expensed as incurred. Capitalized 
software development are included in property and 
equipment, net in the consolidated balance sheets, and are 
amortized over the estimated useful life of the software, on a 
straight-line basis. 

The Company capitalizes certain sales commissions as 
costs of obtaining a contract when they are incremental 
and if they are expected to be recovered. These costs 
are subsequently amortized consistently with the pattern 
of revenue recognition from contracts for which the 
commissions relate, over an estimated period of benefit. 
Deferred commission costs capitalized are periodically 
reviewed for impairment. There were no impairment losses 
recorded during the periods presented. For costs that the 
Company would have capitalized and amortized over one 
year or less, the Company has elected to apply the practical 
expedient and expense these costs as incurred. Amortization 
expense of these costs are included in selling and marketing 
expenses.

During 2021, 2020 and 2019, the 
Company capitalized $2,519, 
$575 and $778, respectively.

As of December 31, 2021 and 
2020, the amount of deferred 
commissions was $3,187 and 
$1,072, respectively and is 
included in prepaid expenses 
and other current assets on the 
consolidated balance sheets.
During the years ended December 
31, 2021 and 2020, the Company 
recorded amortization expenses 
in connection with deferred 
commissions in the amount of 
$110 and $2, respectively.

30 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 $13.7 million, $7.0 
million, and $2.6 million for 
the fiscal years ended January 
31, 2022, 2021, and 2020, 
respectively. Included in these 
amounts were the amortization 
of capitalized internal-use 
software development costs of 
$4.2 million, $2.9 million, and 
$0.8 million for the fiscal years 
ended January 31, 2022, 2021, 
and 2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions
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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. Costs related to preliminary project activities and 
post implementation activities are expensed as incurred. 
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.

We consider internal sales commissions as incremental 
costs of obtaining the contract with a customer. We apply a 
practical expedient to expense incremental costs incurred 
if the period of the benefit is one year or less. Incremental 
costs that have a period of benefit greater than one year 
are capitalized and amortized over the estimated period of 
benefit. Capitalized commissions, net of amortization, are 
included in other current assets and other assets on our 
consolidated balance sheets.

The amount of capitalized 
software costs and capitalized 
implementation costs was 
$1.2 million and $4.7 million, 
respectively, during the year 
ended December 31, 2021 
and $0.8 million and $7.0 
million, respectively, during 
the year ended December 31, 
2020. 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.

We capitalized $14.8 million 
and $8.8 million of sales 
commissions for the years ended 
December 31, 2021 and 2020, 
respectively. As of December 31, 
2021, capitalized commissions, 
net of amortization, included 
in other current assets and 
other assets were $7.9 million 
and $8.7 million, respectively. 
As of December 31, 2020, 
capitalized commissions, net of 
amortization, included in other 
current assets and other assets 
were $2.9 million and $4.4 
million, respectively. 
Capitalized commissions are 
amortized over the expected 
period of benefit, which we have 
determined, based on analysis, 
to be three years. Amortization 
of capitalized commissions are 
included in sales and marketing 
expenses on our consolidated 
statements of operations. For 
the years ended December 31, 
2021 and 2020, we amortized 
$5.6 million and $1.5 million 
of capitalized commissions, 
respectively. We did not incur any 
impairment losses for the years 
ended December 31, 2021 and 
2020.

32
Qualtrics 
Internation, 
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.

Internal-use software is 
amortized on a straight-line 
basis over its estimated useful 
life of 24 months. The Company 
recognized amortization 
expenses of $13.5 million, 
$12.5 million, and $11.0 million 
related to capitalized internal-use 
software for the years ended 
December 31, 2021, 2020, and 
2019, respectively, within cost of 
subscription revenue.

The Company deferred 
incremental costs of obtaining 
a contract of $99.9 million and 
$111.7 million during the years 
ended December 31, 2021 and 
2020, 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 
$50.0 million, $32.1 million, and 
$19.5 million for the years ended 
December 31, 2021, 2020, and 
2019, respectively. Amortization 
of deferred contract acquisition 
costs

33
Paycom 
Software, 
Inc.

Capitalized costs include external direct costs of materials 
and 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 ten 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 income.

The total capitalized payroll costs 
related to internal use computer 
software projects were $52.9 
million and $43.8 million during 
the years ended December 31, 
2021 and 2020, respectively, 
and are included in property 
and equipment. Amortization 
expense of capitalized software 
costs were $36.5 million, $27.1 
million and $19.0 million for the 
years ended December 31, 2021, 
2020 and 2019, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions
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Ceridian 
HCM  
Holding  
Inc.

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 that we have 
determined to be five years.

We had capitalized software 
costs, net of accumulated 
amortization, of $92.8 million  
and $78.7 million as of December 
31, 2021, and 2020, 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 $37.0 million,  
$30.6 million, and $28.3 million 
for the years ended December 
31, 2021, 2020, and 2019, 
respectively. 

Footnotes have no discussion 
of specific data on capitalized 
commissions
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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 and, as a result, 
development costs that meet the criteria for capitalization 
were not material for the periods presented.

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 its Accelerated 
Commercial Development 
Program (“ACDP”) (the 
Company’s structured approach 
to an in-house business 
incubator function), the Company 
capitalizes 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, the Company has 
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). 
For the years ended December 
31, 2021, 2020, and 2019, total 
costs capitalized under the ACDP 
were $6,608, $7,809, and $6,060, 
respectively. Additionally, for 
the years ended December 31, 
2021, 2020, and 2019, total ACDP 
related amortization recorded 
in Cost of subscriptions and 
licenses in the consolidated 
statements of operations was 
$7,020, $4,699, and $3,516, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

37 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

38 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. For internal use software, capitalization 
begins during the application development stage. Internally 
developed software technology is recorded within “Other 
intangible assets, net” in the consolidated balance sheets.  
 
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 year ended March 
31, 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, 
and $0.9 million for internally 
developed software technology 
during the years ended March 31, 
2021 and 2020, respectively. 
 
Amortization of internally 
developed capitalized software 
technology is $0.6 million, $1.9 
million, and $1.7 million during 
the years ended March 31, 2022, 
2021 and 2020, respectively, 
and is recorded within “Cost of 
subscription” in the consolidated 
statements of operations.

Footnotes have no discussion 
of specific data on capitalized 
commissions

39 Blackbaud

Qualifying capitalized software 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 2020. There 
were no impairment charges related to capitalized software 
development costs during 2021 and 2019. We write off 
the gross carrying amount and accumulated amortization 
balances for all fully amortized software 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 year ended December 
31, 2020, we recorded an 
impairment charge of $4.3 
million against certain 
previously capitalized software 
development costs that reduced 
the carrying value of those assets 
to zero. The impairment charge 
was reflected in cost of recurring 
revenue and resulted primarily 
from our decision to accelerate 
the end of customer support 
for certain solutions. Other 
changes to the gross carrying 
amount of software 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, 
write-offs of fully amortized 
assets, and the effect of 
foreign currency translation. 
Amortization expense related 
to software development costs 
was $31.0 million, $31.7 million 
and $20.7 million for the years 
ended December 31, 2021, 2020 
and 2019, respectively, and is 
included primarily in cost of 
recurring.

Footnotes have no discussion 
of specific data on capitalized 
commissions

40 UiPath Inc.

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 incurred to develop our SaaS products are 
capitalized and 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).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 allocate the cost of commissions in proportion to the 
allocation of transaction price of license and maintenance 
performance obligations, including assumed renewals. 
Commissions allocated to the license and license renewal 
components are expensed at the time the license revenue 
is recognized. Commissions allocated to maintenance 
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. Commissions paid on renewal 
contracts that are allocated to maintenance are capitalized 
and amortized over the renewal term. We periodically review 
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 for fiscal years 2022, 2021, and 2020, 
respectively. At the end of fiscal year 2021, we approved a 
new sales incentive plan for fiscal year 2022, under which 
sales commissions for renewal of a subscription contract 
are not commensurate with the commissions paid on the 
initial contract. Under the new sales incentive plan, we defer 
incremental commissions related to initial contracts and 
amortize such costs over the expected period of benefit, 
which we determined to be five years. We determined the 
period of benefit by taking into consideration the length 
of our customer contracts, retention rate, the technology 
lifecycle, and other factors.

Gross capitalized internal-
use software development 
costs were $10.1 million and 
$4.4 million as of January 31, 
2022 and 2021, respectively. 
Amortization expenses were $1.2 
million, $0.5 million, and zero 
for fiscal years 2022, 2021, and 
2020, respectively. Accumulated 
amortization was $1.7 million 
and $0.5 million as of January 31, 
2022 and 2021, 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.

41 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 $59.2 million, $48.0 
million and $44.0 million 
during the years ended January 
31, 2022, 2021 and 2020, 
respectively, and amortized  
$45.9 million, $36.1 million 
and $25.9 million of deferred 
commissions during the same 
periods respectively. 

42 MongoDB, 
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. 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. 
 
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 twelve 
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 credit-worthiness. 
The deferred commission amounts are recoverable 
through the future revenue streams under the non-
cancelable 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, 2022 and 
2021.

Deferred commissions were 
$203.3 million and $118.6 million 
as of January 31, 2022 and 
2021, respectively. Amortization 
expense with respect to deferred 
commissions, which is included 
in sales and marketing expense 
in the Company’s consolidated 
statement of operations, was 
$49.1 million, $28.6 million and 
$19.4 million for years ended 
January 31, 2022, 2021 and 
2020, respectively. There was no 
impairment loss in relation to the 
costs capitalized for the periods 
presented.

43 Elastic NV

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 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. As such, all related software development costs 
are expensed as incurred and included in research and 
development expense in the consolidated statement of 
operations.

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 and costs related to the development of 
web-based product are capitalized during the application 
development stage. 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. No costs were 
capitalized during the years ended April 30, 2021 and 2020. 
The Company also capitalizes qualifying implementation 
costs incurred in a hosting arrangement that is a service 
contract based on the existing guidance for internally 
developed software. In accordance with the guidance, 
(i) capitalized implementation costs are classified in the 
same balance sheet line item as the amounts prepaid 
for the related hosting arrangement; (ii) amortization of 
capitalized implementation costs are presented in the same 
income statement line item as the service fees for the 
related hosting arrangement; and (iii) cash flows related to 
capitalized implementation costs are presented within the 
same category of cash flow activity as the cash flows for 
the related hosting arrangement (i.e. operating activity). The 
Company 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

The Company amortizes 
capitalized implementation 
costs over the expected life 
of the service contract. The 
Company capitalized $0.3 million 
in implementation costs for 
software hosting arrangements 
during the fiscal year ended April 
30, 2021. No such costs were 
capitalized during the fiscal 
year ended April 30, 2020. No 
amortization expense related 
to capitalized implementation 
costs was recorded during the 
fiscal years ended April 30, 2021, 
2020 and 2019, respectively as 
the underlying implementation 
activities were not complete.

Footnotes have no discussion 
of specific data on capitalized 
commissions

44 New  
Relic, Inc.

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 upon renewal are now commensurate 
and instead mostly expensed as incurred. Commissions 
expense is recorded in sales and marketing expense within 
the consolidated statement of operations.

The Company capitalizes certain contract acquisition costs 
primarily consisting of commissions.

The Company capitalized $16.4 
million, $17.6 million, and $8.1 
million in internal use software 
during the fiscal years ended 
March 31, 2022, 2021, and 2020, 
respectively. Included in the 
capitalized development costs 
were $3.7 million, $4.1 million, 
and $1.5 million of stock-based 
compensation costs for the fiscal 
years ended March 31, 2022, 
2021, and 2020, respectively. 
Amortization expense totaled 
$10.7 million, $7.0 million, and 
$4.9 million during the fiscal 
years ended March 31, 2022, 
2021, and 2020, respectively. 
The net book value of capitalized 
internal use software as of 
March 31, 2022 and 2021, which 
is recorded in property and 
equipment on the accompanying 
consolidated balance sheets, 
was $28.0 million and $23.2 
million, respectively.

The balances of deferred costs to 
obtain customer contracts were 
$34.5 million and $68.8 million as 
of March 31, 2022 and March 31, 
2021, respectively. In the fiscal 
years ended March 31, 2022 and 
2021, amortization from amounts 
capitalized was $36.6 million 
and $38.3 million, respectively. 
In the fiscal years ended March 
31, 2022 and 2021, amounts 
expensed as incurred were 
$62.7 million and $14.5 million, 
respectively. The Company had 
no impairment loss in relation to 
costs capitalized.

45
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. 
Expenditures for software developed or obtained for internal 
use are capitalized and amortized over a four-year period on 
a straight-line basis.

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 1 and 3 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, 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. Commissions payable at 
December 31, 2020 were $25.6 
million, of which the current 
portion of $23.3 million was 
included in Accrued expenses 
and other current liabilities on 
our Consolidated Balance Sheets, 
and the long-term portion of 
$2.3 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 $61.0 
million and $44.9 million of costs 
to obtain revenue contracts 
and amortized $41.7 million 
and $25.1 million to sales and 
marketing expense for the years 
ended December 31, 2021 
and 2020, respectively. Costs 
capitalized to obtain a revenue 
contract, net on the Company’s 
Consolidated Balance Sheets 
totaled $59.6 million and $40.3 
million at December 31, 2021 
and 2020, respectively. There 
were no impairments of costs to 
obtain revenue contracts in the 
years ended December 31, 2021 
and 2020.

46
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 $3.4 
million, $1.4 million and $1.0 
million during the fiscal years 
ended July 31, 2021, 2020, and 
2019 respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

47 ziprecruiter 
inc

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, 2021, 2020, and 2019, 
amortization expense for 
deferred sales commissions was 
$4.3 million, $3.1 million, and 
$1.3 million, respectively. There 
was no impairment to capitalized 
deferred commissions in the 
periods presented.

48
Coupa  
Software 
Inc.

The Company capitalizes certain development costs incurred 
in connection with software development for its cloud-based 
platform and software used in operations. Costs incurred 
in the preliminary stages of development are expensed as 
incurred. Once the software has reached the development 
stage, internal and external costs, if direct and incurred for 
adding incremental functionality to the Company’s platform, 
are capitalized until the software is substantially complete 
and ready for its intended use. Capitalization ceases upon 
completion of all substantial testing. These software 
development costs are recorded as part of property and 
equipment.

Commissions are earned by sales personnel upon the 
execution of the sales contract by the customer, and 
commission payments are made shortly after they are 
earned. Commission costs can be associated specifically 
with subscription, professional services and license 
arrangements. Commissions earned by the Company’s sales 
personnel are considered incremental and recoverable costs 
of obtaining a contract with a customer. These costs are 
deferred and then amortized over a period of benefit of five 
years. The Company determined the period of benefit by 
taking into consideration its past experience with customers, 
future cash flows expected from customers, industry peers 
and other available information. 
 
For commissions earned from the sale of term-based license 
contracts, the Company allocates the costs of commission 
in proportion to the allocation of transaction price of license 
and PCS performance obligations. Commissions associated 
with the license component are expensed at the time the 
related revenue is recognized. Commissions allocated to 
PCS are deferred and then amortized over five years.

Capitalized software 
development costs are amortized 
on a straight-line basis to cost 
of revenues—subscription 
services over the technology’s 
estimated useful life, which is 
generally three years. During the 
years ended January 31, 2022, 
2021 and 2020, the Company 
capitalized $11.9 million,  
$10.5 million and $8.4 million, 
respectively, in software 
development costs.

The Company capitalized 
commission costs of $35.9 
million, $24.2 million and $26.2 
million and amortized $18.6 
million, $14.7 million and $9.6 
million to sales and marketing 
expense in the accompanying 
consolidated statements of 
operations during the years 
ended January 31, 2022, 2021 
and 2020, respectively.



49 Avalara

Software development costs for internal-use software (i.e., 
cloud-based software solutions) are capitalized once the 
project is in the application development stage in accordance 
with the accounting guidance for internal-use software. 
These capitalized costs include external direct costs of 
services consumed in developing or obtaining the software 
and personnel expenses for employees who are directly 
associated with the development. Capitalization of these 
costs concludes once the project is substantially complete, 
and the software is ready for its intended purpose. Post-
configuration training and maintenance costs are expensed 
as incurred.

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 costs related to employee sales incentive programs 
(sales commissions) and partner commission programs 
represent incremental costs of obtaining a contract and, 
therefore, should be capitalized. Capitalized costs are 
included in deferred commissions on the consolidated 
balance sheets. Deferred commissions are amortized over 
an estimated period of benefit, generally six years. We 
determine the period of benefit by taking into consideration 
past experience with customers, the expected life of 
acquired technology that generates revenue, industry peers, 
and other available information. The period of benefit is 
generally longer than the term of the initial contract because 
of anticipated renewals. We elected to apply the practical 
expedient to recognize the incremental costs of obtaining 
a contract as an expense if the amortization period of the 
asset would have been one year or less. 

 For the years ended 
December 31, 2021, 2020, 
and 2019, $16.6 million, 
$4.2 million, and $2.3 million 
of software development 
costs were capitalized, 
respectively. Capitalized software 
development costs are amortized 
on a straight-line basis over the 
estimated useful life, generally  
3 to 6 years. Software 
development costs are tested 
for impairment whenever events 
or changes in circumstances 
occur that could impact the 
recoverability of these assets.

For 2021, 2020, and 2019 
annual amortization of deferred 
commissions was $15.1 million, 
$11.5 million and $7.3 million, 
respectively. If the estimated 
period of benefit were changed 
from 6 years to 5 years, annual 
amortization of deferred 
commissions would have 
increased by $2.5 million. If the 
estimated period of benefit were 
changed from 6 years to 7 years, 
annual amortization of deferred 
commissions would have 
decreased by $1.7 million.

50 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 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. 

Capitalization of development 
costs, inclusive of stock-based 
compensation, of software for 
internal-use in fiscal 2021, fiscal 
2020 and fiscal 2019 was $16.5 
million, $13.2 million and $3.7 
million, respectively. Amortization 
expense of capitalized software 
for internal-use in fiscal 2021, 
fiscal 2020 and fiscal 2019 was 
$5.9 million, $1.4 million and $1.0 
million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

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

52 Five 9, Inc. 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 $31.1 million, $21.9 
million and $15.0 million for the 
years ended December 31, 2021, 
2020 and 2019, respectively.

53 Anaplan

We capitalize certain software development costs that 
are attributable to developing new features and adding 
incremental functionality to our platform, and amortize such 
costs as costs of subscription revenue over the estimated 
life of the new incremental functionality, which is generally 
two to three years. We plan to increase our investment in 
research and development for the foreseeable future as we 
focus on further developing our platform and enhancing 
its use cases. However, we expect our research and 
development expenses to decrease as a percentage of our 
total revenue over time, although they may fluctuate as a 
percentage of our total revenue from period to period.

We capitalize sales commissions that are considered to 
be incremental to the acquisition of customer contracts, 
which are then amortized over an estimated period of 
benefit. To determine the period of benefit of our deferred 
commissions, we evaluate the type of costs incurred, the 
nature of the related benefit, and the specific facts and 
circumstances of our arrangements. We determine the 
period of benefit for commissions paid for the acquisition of 
the initial subscription contract by taking into consideration 
our historical initial and renewal contractual terms and 
estimated renewal rates. We determine the period of 
benefit for commissions on renewal subscription contracts 
by considering the average contractual term for renewal 
contracts. We evaluate these assumptions at least annually 
and periodically review whether events or changes in 
circumstances have occurred that could impact the period 
of benefit.

The Company capitalized $19.3 
million, $13.6 million, and $13.6 
million related to software costs 
incurred during fiscal 2022, 
2021, and 2020, respectively. 
Capitalized software costs are 
amortized on a straight-line basis 
over the estimated useful life of 
the related software, which is 
generally two to three years, in 
cost of subscription revenue.

The Company estimated the 
period of benefit for the initial 
acquisition of a contract to 
be five years. The Company 
amortized $42,635 thousand of 
deferred commissions during 
the year ended January 31, 2022 
and had $159,168 thousand 
of deferred commissions 
capitalized as of January 31, 
2022.

54 Smartsheet 
Inc.

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 
$8.6 million and $9.5 million were 
capitalized in the years ended 
January 31, 2022 and 2021, 
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 and 
comprehensive loss within the 
function that receives the benefit 
of the developed software. 
Amortization expense of 
capitalized internal-use software 
costs totaled $5.7 million, $3.6 
million, and $2.3 million for the 
years ended January 31, 2022, 
2021, and 2020, respectively.

Deferred commissions were 
$91.3 million and $60.5 million 
as of January 31, 2022 and 2021, 
respectively. 
 
Amortization expense for 
deferred commissions was 
$43.7 million, $30.7 million, 
and $19.8 million for the years 
ended January 31, 2022, 2021, 
and 2020, respectively. Deferred 
commissions are amortized 
over a period of three years 
and the amortization expense 
is recorded in sales and 
marketing on the Company’s 
consolidated statements of 
operations and comprehensive 
loss. No significant impairments 
of commissions assets were 
recorded during the years ended 
January 31, 2022, 2021, or 2020.

55 Alteryx, Inc.

Costs incurred in the development of new software products 
and enhancements to existing software products to be 
accounted for under software revenue recognition guidance 
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 and related 
payroll costs, 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, 2021 or December 31, 2020.

As of December 31, 2021 and 
2020, $31.3 million and $24.8 
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, 2021 and 2020. 
There were no assets recognized 
related to the costs to fulfill 
contracts during each of the 
years ended December 31, 2021 
and 2020 as these costs were 
not material.

56 Rapid7, Inc.

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 3 years. 

We capitalize commission expenses paid to internal sales 
personnel and partner referral fees that are incremental 
costs to obtaining customer contracts. Costs to obtain 
a contract 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. 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. Commissions paid 
relating to contract renewals are deferred and amortized on 
a straight-line basis over the related renewal period. Costs 
to obtain a contract 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 capitalized $9.9 million, $6.1 
million and $6.1 million of costs 
related to software developed for 
internal use in the years ended 
December 31, 2021, 2020 and 
2019, 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

57 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 
$6.6 million and $5.3 million 
were recognized as a reduction 
of operating expense for the 
years ended March 31, 2021 
and 2020, respectively. We did 
not recognize any impairment 
charges in fiscal 2021, 2020,  
or 2019.

58
Procore 
Technologies,  
Inc.

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.

 
Sales commissions 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 within prepaid expenses and other current 
assets and other assets on the accompanying consolidated 
balance sheets.  
 
Deferred contract acquisition costs are typically amortized 
over a period of benefit of four years. The period of benefit is 
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 as well as other 
factors. Amortized costs are included in sales and marketing 
expense in the accompanying consolidated statements of 
operations.

Amortization of capitalized 
software was $12.0 million, $10.4 
million, and $5.0 million for the 
years ended December 31, 2021, 
2020, and 2019, respectively, and 
is recorded primarily in cost of 
revenue within our statements of 
operations and comprehensive 
loss. 
 
During 2021, 2020, and 2019, the 
Company recorded expense for 
certain software development 
costs of $0.6 million, $3.7 million 
and $0.5 million, respectively, 
within research and development 
expense in the 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

59 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. 
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 capitalization of 
commissions

The Company capitalizes 
certain development costs 
associated with internal use 
software and the Company’s 
SaaS platform, incurred during 
the application development 
stage. The Company expenses 
costs associated with 
preliminary project phase 
activities, training, maintenance 
and any post-implementation 
costs as incurred. Under this 
accounting framework the 
Company capitalized software 
development costs in the amount 
of $5.9 million, $1.0 million and 
$0.2 million during the years 
ended December 31, 2021, 
2020 and 2019, respectively, 
and recognized $0.5 million 
amortization during the year 
ended December 31, 2021 and 
zero amortization for each of 
the years ended December 31, 
2020 and 2019. Gross capitalized 
software development costs 
were $11.0 million and $5.1 
million as of December 31, 
2021 and 2020, respectively. 
The Company amortized $1.3 
million, $0.8 million, and $0.8 
million of capitalized software 
development costs for the years 
ended December 31, 2021, 2020 
and 2019, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

60 Sprinklr, Inc.

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.

 
Sales commissions and related expenses are considered 
incremental and recoverable costs of acquiring customer 
contracts. These costs are capitalized and amortized on 
a straight-line basis over the anticipated period of benefit, 
which the Company has estimated to be three years. 
The Company determined the period of benefit by taking 
into consideration the length of its customer contracts, 
customer relationship period, technology lifecycle, and 
other factors. Sales commissions paid for renewals are not 
commensurate with commissions paid on the initial contract 
given the substantive difference in commission rates in 
proportion to their respective contract values. Amortization 
expense is recorded in sales and marketing expense within 
the Company’s condensed consolidated statement of 
operations. 

Amortization expense for 
capitalized internal-use software 
was $3.4 million, $2.5 million and 
$2.3 million in the years ended 
January 31, 2022, 2021 and 2020, 
respectively. 
 
The Company capitalized 
internal-use software costs, 
including stock-based 
compensation, of $7.0 million, 
$3.8 million and $2.5 million 
in the years ended January 
31, 2022, 2021 and 2020, 
respectively. 

Capitalized costs to obtain 
customer contracts as of January 
31, 2022 were $83.0 million, of 
which $40.7 million is included 
in prepaid expenses and other 
current assets and $42.3 million 
within other non-current assets. 
 
During the years ended January 
31, 2022, 2021 and 2020, the 
Company amortized $35.5 
million, $26.6 million and $20.7 
million, respectively, of costs 
to obtain customer contracts, 
included in sales and marketing 
expense.

61
Paylocity 
Holding 
Corp.

The Company applies Financial Accounting Standards 
Board (“FASB”) Accounting Standards Codification (“ASC”) 
Topic 350-40, Intangibles—Goodwill and Other—Internal-
Use Software, to the accounting for costs of internal-use 
software. Internal-use software costs are capitalized when 
module development begins, it is probable that the project 
will be completed, and the software will be used as intended. 
Costs associated with preliminary project stage activities, 
training, maintenance and all other post implementation 
stage activities are expensed as incurred. The Company 
also capitalizes certain costs related to specific upgrades 
and enhancements when it is probable the expenditures will 
result in significant additional functionality. The capitalization 
policy provides for the capitalization of certain payroll costs 
for employees who are directly associated with developing 
internal-use software as well as certain external direct costs, 
such as consulting fees. Capitalized employee costs are 
limited to the time directly spent on such projects. 
 
Internal-use software is amortized on a straight-line basis, 
generally over a 24 or 36-month period. 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.

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, 2019, 2020 or 2021. We 
capitalized $23.3 million, $28.2 
million, and $31.7 million of 
internal-use software costs 
for the years ended June 
30, 2019, 2020 and 2021, 
respectively, including stock-
based compensation costs of 
$2.8 million, $2.4 million and 
$2.6 million for the years ended 
June 30, 2019, 2020 and 2021, 
respectively. We amortized $16.9 
million, $19.3 million, and $23.2 
million of capitalized internal-
use software costs for the years 
ended June 30, 2019, 2020 and 
2021, respectively. In fiscal 2019, 
fiscal 2020 and fiscal 2021, we 
developed significant additional 
functionality in several of our 
modules. This development 
resulted in an increase in 
capitalized internal-use software 
costs in fiscal 2021 as compared 
to fiscal 2020 and in fiscal 2020 
as compared to fiscal 2019. 
 
We also capitalize a portion of 
our internal-use software costs, 
which are then all amortized as 
Cost of revenues. We amortized 
$16.9 million, $19.3 million and 
$23.2 million of capitalized 
internal-use software costs in 
fiscal 2019, 2020 and 2021, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

62 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 salesforce 
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 $6.9 
million, $4.2 million and $2.7 
million during the years ended 
December 31, 2021, 2020 and 
2019 respectively. There was no 
impairment loss in relation to the 
deferred commissions for any 
period presented.

63 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 of 
Software Development

Footnotes have no discussion 
of specific data on capitalized 
commissions

64
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. 
Capitalization of costs incurred in connection with software 
developed for internal-use commences when both the 
preliminary project stage is completed and management 
has authorized further funding for the project, based on a 
determination that it is probable the project will be completed 
and used to perform the function intended. Capitalized costs 
include external consulting fees, payroll and payroll-related 
costs, and stock-based compensation for employees on 
development teams who are directly associated with, and 
who devote time to, internal-use software projects during 
the application development stage. Capitalization of such 
costs ceases no later than the point at which the project 
is substantially complete and ready for its intended use. 
Costs incurred during the planning, training, and post-
implementation stages of the software development 
lifecycle are expensed as incurred and have been included 
in Research and development expense on the Consolidated 
Statements of Operations.

Footnotes have no discussion of capitalization  
of commissions

The Company capitalized costs 
related to the development of 
computer software for internal 
use of $7,307, $12,854 and 
$17,507 for the years ended 
December 31, 2021, 2020, and 
2019, 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, 2021, 2020, and 
2019 was $13,424, $13,255,  
and $9,146, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

65 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 certain incremental costs of 
obtaining a contract, which includes sales commissions. 
As there are not commensurate commissions earned 
on renewals of the subscription services, the Company 
capitalizes commissions related to subscription services 
provided under both the initial contract and renewal periods 
and amortizes the capitalized commissions on a straight-line 
basis over the customer life, which is determined to be five 
years. For commissions that are earned on renewal contracts 
with an original duration of one year or less, the Company 
uses the practical expedient applicable to such commissions 
and recognizes the commissions immediately as expense 
instead of capitalizing.

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

Commission costs capitalized 
during the fiscal years ended 
January 29, 2022 and January 
30, 2021, totaled $76.7 million 
and $54.1 million, respectively. 
Amortization of deferred 
commissions during the fiscal 
years ended January 29, 2022 
and January 30, 2021 totaled 
$45.9 million and $33.8 million, 
respectively, and is included in 
sales and marketing expense on 
the consolidated statements of 
operations and comprehensive 
loss.

66 Blackline, 
Inc.

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, 2021, 2020, and 2019, 
the Company amortized $9.0 
million, $6.4 million, and $4.7 
million, respectively, of internal-
use software development 
costs to subscription and 
support cost of revenues. At 
December 31, 2021 and 2020, 
the accumulated amortization 
of capitalized internal-use 
software development costs was 
$28.0 million and $19.7 million, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

67

The 
Descartes 
Systems 
Group Inc.

To date, we have not capitalized any costs related to 
research and development of our computer software 
products. Costs incurred between the dates that the product 
is considered to be technologically feasible and is considered 
to be ready for general release to customers have historically 
been expensed as they have not been significant.

We recognize an asset for the incremental costs of obtaining 
a contract with a customer if we expect the costs to be 
recoverable. We have determined that certain sales incentive 
programs meet the requirements to be capitalized. These 
capitalized costs are amortized consistent with the pattern 
of transfer to the customer for the goods and services to 
which the asset relates, including specifically identifiable 
contract renewals. The period of benefit including renewals is 
determined to be generally between four to six years, taking 
into consideration our customer contracts, our technology, 
renewal behaviors and other factors. Amortization of 
the asset is included in sales and marketing expenses in 
the consolidated statements of operations. Applying the 
practical expedient, we recognize the incremental costs 
of obtaining contracts as an expense when incurred if the 
amortization period of the assets that we otherwise would 
have recognized is one year or less.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

68 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

69 Yext, Inc.

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 
$7.2 million and $7.2 million 
as of January 31, 2022 and 
2021, 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 $3.7 
million, $2.6 million and $2.7 
million during the fiscal years 
ended January 31, 2022, 2021 
and 2020, respectively.

During the fiscal years ended 
January 31, 2022 and 2021, 
the Company capitalized 
$47.8 million and $33.2 million 
of costs to obtain revenue 
contracts and amortized $39.5 
million and $34.6 million to 
sales and marketing expense, 
respectively. Costs capitalized to 
obtain revenue contracts on the 
Company’s consolidated balance 
sheet totaled $61.3 million and 
$53.0 million at January 31, 2022 
and 2021, respectively. There 
were no impairments of costs 
capitalized to obtain revenue 
contracts for the fiscal years 
ended January 31, 2022, 2021 
and 2020, respectively.

70 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 did not recognize any impairment of 
capitalized internal-use software costs during the years 
ended December 31, 2021, 2020, and 2019.

Sales commissions earned by our sales force and the 
associated payroll taxes are 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 over an estimated period of benefit, which 
we have determined to be five years. To determine the 
period of benefit, we consider our technology development 
cycle, the cadence of software releases, the nature of our 
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. Amortization 
of deferred contract acquisition costs are included in sales 
and marketing expenses in the consolidated statements of 
operations. 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 of these deferred costs.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

71
SPS  
Commerce 
Inc.

Internal-use 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. Internal-use 
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. Maintenance and enhancements of 
internal-use software are expensed as incurred. 
 
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

72 Asana, Inc.

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

73 freshworks 
inc

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

74 Appian Corp Footnotes have no discussion of specific data on 
Capitalization of Software Development

Significant estimates embedded in the consolidated financial 
statements include revenue recognition, income taxes and 
the related valuation allowance, the valuation of goodwill and 
intangible assets, leases, costs to obtain a contract with a 
customer, the valuation of financial instruments, and stock-
based compensation.

We capitalize costs of obtaining a contract with a customer, 
including sales commissions paid to our direct sales team, 
that are incremental costs to obtaining customer contracts. 
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 expected renewals, product life cycles, contractual 
terms, and customer attrition. 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. We also 
capitalize the incremental fringe benefits associated with 
commission expenses paid to our direct sales team. 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  
$32.4 million, $23.3 million, and 
$15.7 million for the years ended 
December 31, 2021, 2020, and 
2019, respectively.

75 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 the Company’s sales force are 
considered incremental and recoverable costs of obtaining a 
contract with a customer. Subscription-related commissions 
costs are deferred and then amortized on a straight-line 
basis over a period of benefit that the Company has 
determined to be four years. Sales commissions attributable 
to professional services are expensed within twelve months 
of selling the service to the customer. The Company has 
determined the period of benefit by taking into consideration 
its customer contracts, its technology and other factors. 
Sales commissions attributed to renewals are not material 
and are not commensurate with initial and growth sales. 
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 
$15.3 million, $9.9 million and 
$8.8 million during the years 
ended December 31, 2021, 2020 
and 2019, respectively. 
 
Amortized expense for 
capitalized software development 
costs was $9.0 million, $7.9 
million and $7.0 million during 
the years ended December 
31, 2021, 2020 and 2019, 
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 $15.8 
million and $14.5 million as of 
December 31, 2021 and 2020, 
respectively. Noncurrent deferred 
costs, which primarily consist 
of deferred sales commissions, 
were $17.0 million and $15.9 
million as of December 31, 2021 
and 2020, respectively. During the 
years ended December 31, 2021, 
2020 and 2019, amortization 
expense for the deferred costs 
was $14.4 million, $12.6 million 
and $8.0 million, respectively. 
There was no impairment loss in 
relation to the costs capitalized.

76
jamf  
holding  
corp

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

77 Appfolio Inc.

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 $27.2 
million, $27.3 million and $23.6 
million for the years ended 
December 31, 2021, 2020 and 
2019, respectively. Amortization 
expense with respect to software 
development costs totaled 
$21.5 million, $17.9 million and 
$14.0 million for the years ended 
December 31, 2021, 2020 and 
2019, respectively. During the 
year ended December 31, 2021, 
we disposed of $8.8 million 
of fully amortized capitalized 
software development costs.

Footnotes have no discussion 
of specific data on capitalized 
commissions

78 Fastly, Inc

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 and amortization 
expense on property and 
equipment for the years ended 
December 31, 2021, 2020 and 
2019 was approximately $28.8 
million, $19.8 million, and $16.4 
million, respectively. Included in 
these amounts was amortization 
expense for capitalized 
internal-use software costs 
of approximately $4.6 million, 
$2.4 million and $2.2 million 
for the years ended December 
31, 2021, 2020 and 2019, 
respectively. As of December 
31, 2021 and December 
31, 2020, the unamortized 
balance of capitalized internal-
use software costs on our 
Consolidated Balance Sheets 
was approximately $27.9 million 
and $14.2 million, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

79

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

80 Zuora, Inc.

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 twelve 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

81 HashiCorp, 
Inc.

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. Therefore, the 
Company has not capitalized any software costs through 
fiscal 2022, 2021, and 2020. 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. No amounts were 
capitalized for fiscal 2020 as internal-use software costs 
were immaterial. 

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 $9.9 
million and $2.9 million, in 
internal-use software for fiscal 
2022 and 2021, respectively. 
Amortization expense was $1.4 
million and de minimis for fiscal 
2022 and 2021, respectively. 
There was no amortization 
expense for fiscal 2020. 

Footnotes have no discussion 
of specific data on capitalized 
commissions

82 monday.com 
Ltd.

The Company capitalizes certain internal software 
development costs related to its cloud-based platform 
or to backoffice operating systems. The costs consist of 
personnel costs incurred during the application development 
stage. Capitalization begins when the preliminary project 
stage is completed, and it is probable that the software will 
be completed and used for its intended function.

Footnotes have no discussion of capitalization of 
commissions

The Company capitalized costs 
related to the development of 
internal-use software of $3,702, 
$1,499 and $465, for the years 
ended December 31, 2021, 
2020 and 2019, respectively. 
Amortization of capitalized 
software development costs 
was $547, $232 and $94 for the 
years ended December 31, 2021, 
2020 and 2019, respectively. The 
net carrying value of capitalized 
internal-use software was $4,793, 
$1,638 and $371 as of December 
31, 2021, 2020 and 2019, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

83
Ping Identity 
Holding 
Corp.

For development costs related to software to be used 
internally, the Company follows guidance of Accounting 
Standards Codification Topic 350-40, Internal Use Software 
(“ASC 350-40”). ASC 350-40 sets forth the guidance for costs 
incurred for computer software developed or obtained for 
internal use and requires companies to capitalize qualifying 
computer software costs that are incurred during the 
application development stage. These capitalized costs are 
included in intangible assets in the consolidated balance 
sheets and are amortized on a straight-line basis over the 
expected useful life of the software, which is estimated to be 
four years. Costs related to preliminary project activities and 
post-implementation activities are expensed as incurred. 
 
The Company capitalizes the cost of software purchased 
from third-party vendors and has classified such costs as 
property and equipment in the consolidated balance sheets. 
These costs are amortized over their useful lives, which are 
primarily estimated to be three years.

Sales commissions earned by the Company’s internal 
and external sales force are considered incremental and 
recoverable costs of obtaining a contract with a customer. 
Sales commissions for new contracts and additional sales 
to existing customers are deferred and recorded in deferred 
commissions, current and noncurrent in the Company’s 
consolidated balance sheets. Deferred commissions are 
amortized over the period of benefit, which the Company 
has determined to be generally four years. The Company 
determined the period of benefit by taking into consideration 
its customer contracts, its technology and other factors. 
Deferred commissions are amortized consistent with 
the pattern of revenue recognition for each performance 
obligation for contracts for which the commissions were 
earned. The Company includes amortization of deferred 
commissions in sales and marketing expense in the 
consolidated statements of operations. The Company 
periodically reviews 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. 

The Company capitalized 
$20.2 million, $14.0 million and 
$10.5 million of internal-use 
software costs during the years 
ended December 31, 2021, 
2020 and 2019, respectively, 
which included $1.2 million 
and $0.7 million of stock-based 
compensation costs during the 
years ended December 31, 2021 
and 2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

84 Pagerduty, 
Inc.

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 
$4.7 million and $1.0 million 
during the fiscal years ended 
January 31, 2022 and 2021. No 
internal-use software costs were 
capitalized during the fiscal year 
ended January 31, 2020.

Deferred contract costs on the 
Company’s consolidated balance 
sheets were $42.8 million and 
$31.6 million as of January 31, 
2022 and 2021, respectively. 
Amortization expense was $14.9 
million, $11.0 million, and $7.8 
million for the fiscal years ended 
January 31, 2022, 2021, and 
2020, respectively. There was no 
impairment loss in relation to the 
costs capitalized for the periods 
presented.

85 ncino 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

Footnotes have no discussion 
of specific data on capitalized 
commissions

86 Benefitfocus, 
Inc.

Property and equipment, including capitalized software 
development costs, are stated at cost less accumulated 
depreciation and amortization. Expenditures for major 
additions and improvements are capitalized. Depreciation 
and amortization are recognized over the estimated useful 
lives of the related assets using the straight-line method.

The Company capitalizes costs to obtain contracts that 
are considered incremental and recoverable, such as sales 
commissions.  Payments of sales commissions generally 
include multiple payments. The Company capitalizes only 
those payments made within an insignificant time from 
the contract inception, typically three months or less.  
Subsequent payments are expensed as incurred. The 
capitalized costs are amortized to sales and marketing 
expense over the estimated period of benefit of the asset, 
which is generally four to five years. The Company expenses 
the costs to obtain a contract when the amortization period 
is less than one year. Deferred costs related to obtaining 
contracts are included in deferred contract costs and other 
non-current assets. 

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

87 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.

Footnotes have no discussion of capitalization 
of commissions

The Company has determined 
the useful life of capitalized 
internal-use software to be three 
years. Amortization expense 
related to internal-use software 
was $2.0 million for the fiscal 
year ended August 31, 2021, $0.7 
million for the fiscal year ended 
August 31, 2020, and none for 
the fiscal year ended August 31, 
2019.

Footnotes have no discussion 
of specific data on capitalized 
commissions

88 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 $6.5 
million, $5.5 million and $7.3 
million in software development 
costs during the years ended 
January 31, 2020, 2021 and 2022, 
respectively. Amortization of 
capitalized software development 
costs was $3.7 million, $3.0 
million and $4.3 million for the 
years ended January 31, 2020, 
2021 and 2022, respectively.

Amortization expense related to 
contract acquisition costs was 
$11.8 million, $14.4 million and 
$15.8 million for the years ended 
January 31, 2020, 2021 and 
2022, respectively. There was no 
impairment charge in relation to 
contract acquisition costs for the 
periods presented.

89 C3.ai, Inc.

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 
$3.0 million of software costs 
during the fiscal year ended 
April 30, 2022 and included in 
other assets, non-current in the 
consolidated balance sheets. 
The Company amortized $0.7 
million of capitalized software 
costs during the fiscal year ended 
April 30, 2022 and included in 
cost of subscription revenue in 
the consolidated statements 
of operations. The Company 
did not capitalize any software 
costs during the fiscal years 
ended April 30, 2021 and 2020, 
respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

90 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, including a portion of the costs for our gathering 
of staff and leaders at one site we call “Contribute” once a 
year, branding and marketing events, promotions, subscription 
services and our hosting expenses for our free tier. 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 three years, and any such expenses paid 
for the renewal of a subscription are capitalized and amortized 
over the contractual term of the renewal. Sales commissions 
and bonuses that are direct and incremental costs of the 
acquisition of contracts with customers are capitalized. These 
costs are recorded as deferred contract acquisition costs on 
the consolidated balance sheets. We determine whether costs 
should be deferred when the costs are direct and incremental 
and would not have occurred absent the customer contract. 
The deferred commission and bonus amounts are recoverable 
through the future revenue streams from our customer 
contracts all of which are non-cancelable. Commissions and 
bonuses paid upon the acquisition of an initial contract are 
amortized over an estimated period of benefit which has been 
determined generally to be three years based on historical 
analysis of average customer life and useful life of our product 
offerings. Commissions paid for subsequent renewals are 
amortized over the renewal term. Amortization is recognized 
on a straight-line basis and included in sales and marketing 
expenses 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 costs. We did 
not recognize any impairment of deferred contract acquisition 
costs during the periods presented.

Gross capitalized internal-
use software development 
costs were $10.1 million and 
$4.4 million as of January 31, 
2022 and 2021, respectively. 
Amortization expenses were $1.2 
million, $0.5 million, and zero 
for fiscal years 2022, 2021, and 
2020, respectively. Accumulated 
amortization was $1.7 million 
and $0.5 million as of January 31, 
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 $0.2 
million and $1.5 million of 
internal-use software costs 
during the years ended January 
31, 2022 and 2021, respectively. 
Amortization of internal-use 
software costs included in cost 
of revenue in the consolidated 
statements of operations 
was $0.7 million, $0.7 million, 
and $0.9 million for the years 
ended January 31, 2022, 2021, 
and 2020, respectively. Fully 
amortized capitalized internal-
use software was written off in 
the amount of $8.0 million during 
the year ended January 31, 2021. 
As of January 31, 2022 and 2021, 
the Company included capitalized 
internal-use software costs of 
$1.2 million and $1.7 million 
within property and equipment, 
net, respectively.

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 twelve 
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 twelve 
months are included in deferred 
sales commissions, noncurrent, 
on the consolidated balance 
sheets.

92 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 was $3.6 
million, $2.3 million and $1.4 
million during the years ended 
June 30, 2021, 2020 and 2019, 
respectively. The amortization of 
deferred service costs was $0.6 
million, $0.4 million and $1.1 
million during the years ended 
June 30, 2021, 2020 and 2019, 
respectively.

93 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. 
 
Deferred contract costs are periodically analyzed for 
impairment. As of January 31, 2022 and 2021, we have not 
identified any potential indicators of impairment.

We capitalized internal-use 
software of $2.4 million, $2.1 
million and $0.9 million during 
the fiscal years ended January 
31, 2022, 2021, and 2020 
respectively. Amortization for 
capitalized internal-use software 
costs recognized within cost 
of revenue on the consolidated 
statements of operations was 
$1.2 million, $0.5 million and $0.1 
million for the fiscal years ended 
January 31, 2022, 2021, and 
2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

94
BigCommerce  
Holdings, Inc.

Research and development expenses consist primarily 
of personnel and related expenses for our research and 
development staff, which include: salaries, benefits, bonuses, 
and stock-based compensation; the cost of certain third-
party contractors; and allocated overhead. Expenditures for 
research and development, other than internal use software 
costs, are expensed as incurred. 
 
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. In addition, implementation costs 
of hosting arrangements that are service contracts  
are capitalized.

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. 

Footnotes have no discussion of 
specific data on Capitalization of 
Software Development

We did not recognize an 
impairment of deferred 
commissions during the years 
ended December 31, 2021, 2020 
and 2019, respectively. 
Sales commissions of $7.0 
million, $4.5 million and $2.5 
million were deferred for the 
years ended December 31, 2021, 
2020 and 2019, respectively; 
and deferred commission 
amortization expense was $3.5 
million, $2.2 million and $1.6 
million for the years ended 
December 31, 2021, 2020 and 
2019, respectively.

95 jfrog ltd

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

96 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 capitalized internal-use 
software costs of $10.6 million, 
$2.8 million and $1.7 million 
during fiscal 2022, 2021 and 
2020, respectively. Depreciation 
and amortization expense related 
to property and equipment was 
$4.6 million, $2.8 million and 
$1.9 million for fiscal 2022, 2021 
and 2020, respectively, including 
amortization expense related to 
capitalized internal-use software 
of $2.1 million, $1.3 million and 
$0.7 million for fiscal 2022, 2021 
and 2020, respectively.

Footnotes have no discussion 
of specific data on capitalized 
commissions

97 Sprout 
Social, Inc.

Footnotes have no discussion of specific data on 
Capitalization of Software Development

Sales force commissions are considered incremental costs 
of obtaining a contract with a customer. Sales commissions 
are paid on initial contracts with new customers and 
for expansion of contracts with existing customers. 
Commissions are not paid on customer renewals. Sales 
commissions are deferred and amortized on a straight-line 
basis over a period of benefit of three years, as determined 
by the Company. The Company determined the three-
year period by taking into consideration the products 
sold, expected customer life, expected contract renewals, 
technology life cycle and other factors. Amortization expense 
is included as a component of sales and marketing expense.

Footnotes have no discussion of 
specific data on Capitalization of 
Software Development

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. 
Deferred commissions during 
the year ended December 31, 
2020 increased $6.3 million as 
a result of deferring incremental 
costs of obtaining contracts 
with customers of $14.0 million, 
which was offset by $7.7 
million of amortization. The 
Company periodically reviews 
the deferred sales commissions 
for impairment and noted no 
impairment loss for the years 
ended December 31, 2021  
and 2020.

98
Channeladvisor  
Corp.

The Company capitalizes certain internal-use software 
development costs, consisting primarily of direct labor 
associated with creating the internally developed software 
and third-party consulting fees associated with implementing 
software purchased for internal use. Software development 
projects generally include three stages: the preliminary 
project stage (in which all costs are expensed as incurred), 
the application development stage (in which certain costs 
are capitalized) and the post-implementation/operation stage 
(in which all costs are expensed as incurred). The costs 
incurred during the application development stage primarily 
include the costs of designing the application, coding and 
testing of the system. 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 capitalizes sales commissions and a portion 
of other incentive compensation costs that are directly 
related to obtaining customer contracts and that would not 
have been incurred if the contract had not been obtained. 
These costs are included in the accompanying consolidated 
balance sheets and are classified as “Prepaid expenses 
and other current assets,” net of any long-term portion 
that is included in “Deferred contract costs, net of current 
portion.” Deferred contract costs are amortized to sales and 
marketing expense over the expected period of benefit, which 
the Company has determined to be five years based on the 
estimated customer relationship period.

Capitalized software 
development costs related to 
creating internally developed 
software and implementing 
software purchased for internal 
use are included in property and 
equipment in the accompanying 
consolidated balance sheets. The 
Company capitalized software 
development costs of $3.3 
million and $3.1 million during 
the years ended December 31, 
2021 and 2020, respectively. 
Amortization expense related to 
capitalized internally developed 
software was $2.7 million, $1.8 
million and $0.8 million for the 
years ended December 31, 2021, 
2020 and 2019, respectively, and 
is included in cost of revenue 
or general and administrative 
expense in the accompanying 
consolidated statements of 
operations, depending upon 
the nature of the software 
development project. The 
net book value of capitalized 
internally developed software 
was $4.8 million and $4.2 million 
at December 31, 2021 and 2020, 
respectively.

As of December 31, 2021, $9.0 
million was included in “Prepaid 
expenses and other current 
assets.” 

99 Amplitude, 
Inc.

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. There was no 
impairment to capitalized internal-use software costs during 
the years ended December 31, 2021, 2020, and 2019.

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. 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.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions

100 Olo Inc.

Research and development expenses 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 anticipate investments in this area to 
increase on an absolute dollar basis and as a percentage 
of revenue in the short-term as we continue to invest in 
innovative solutions to support our customers’ rapidly 
evolving needs.

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 and 
comprehensive (loss) income.

Footnotes have no discussion 
of specific data on software 
development

Footnotes have no discussion 
of specific data on capitalized 
commissions



swsw

Armanino delivers impactful, bold solutions 
that increase clarity and spark success for 
today and tomorrow. Our integrated audit, 
tax, consulting and technology services 
serve a wide range of organizations in the 
U.S. and globally.

Addressing today’s challenges is just as 
important as planning for the future. Our 
teams bring deep industry experience to 
help organizations reach peak performance, 
providing data-based guidance to optimize 
operations and finances. 

When you work with us, expect to go beyond. 
Count on us to bring an entrepreneurial, 
creative approach that takes you further, 
faster. From tax questions to sustainability 
to large-scale transformation, we’re not 
afraid to take on your biggest challenges.

If you need guidance on a global scale, our 
association with the Moore Global Network, 
one of the world’s major accounting and 
consulting associations, allows us to 
seamlessly extend our full range of services 
and resources to over 100 countries.

No matter what’s next, Armanino has the 
insight and foresight to help you redefine 
what’s possible for your organization.



MATTHEW PERREAULT, CPA
Partner, Audit
Matthew.Perreault@armaninoLLP.com 
925 790 2755

DAVID GREENAMYRE, CPA
Partner, Tax
David.Greenamyre@armaninoLLP.com 
408 200 6431

ELIZABETH SHELBURNE, CPA
Manager, Audit
Elizabeth.Shelburne@armaninoLLP.com
669 800 6790

AUTHORS




