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How do I account for Internal Software?
What costs do I expense?
What do I do about R&D software?
Who do I contact for more information?


How do I account for Internal Software?
· Requires that internal use software be capitalized when the cost to acquire or develop the software is $200K or greater and has an expected life of 2 or more years
· Only applies to costs incurred in the development phase which is between the time that a decision is made to proceed with the project and the time at which final software testing and acceptance is completed

· Applies to software enhancements that are initiated to provide significant additional capacity ( typically characterized as having a documented project plan, established development schedule, and having a designated project manager

· Cost of COTS software must include the amount paid to the vendor for the software.

· Internally developed software or COTS software requiring material internal cost to implement or make ready for use requires that all direct and indirect costs must be tracked for CWIP.  Such costs include 

· staff time (any individual devoting 500 or more hours should be included)

· contract labor/outside consultant fees

· supplies

· materials (including the software itself)

· rent 

· benefits

· etc

· Only the costs of the software development phase (considered completed when the software passes acceptance testing) will be capitalized



· Contractor developed software costs should include costs for the contractor to design, program, install and implement the software; also should include any material costs (excludes planning and operational costs) to NOAA to implement the software or otherwise make it ready for use and the cost of donated resources

· Capitalized standards may be applied to the total cost of the software or when appropriate to individual components or modules
· CWIP software development contract should be written to include specific milestones to provide the changeover point to the use of CWIP accounting

What costs do I expense?
· Costs to acquire or develop R&D software are not covered

· Costs incurred after acceptance testing are not included
· Costs incurred to do corrective, adaptive, or perfective maintenance are not enhancements and are not covered by this policy
· Expensed costs include those incurred
· before management authorizes and commits to a computer software project such as completion of requirements development, feasibility assessment, conceptual formulation, preliminary design and prototyping, and testing of possible alternatives

· after the acceptance of the software with full documentation

· to perform data conversion including the purging and cleansing or existing data, reconciliation or balancing of data, and the creation of new/additional data

· to conduct training

· to install operational systems (if acceptance testing is done on one operational system the installation on other identical systems is an expense)

· to purchase enhanced versions of software for a nominal charge

· Cost of extra services (such as training) are included with the acquisition costs should be excluded from CWIP
· The costs to purchase enhanced versions of software for a nominal charge are expensed
What do I do about R&D software?
· R&D software is expensed
· Defined as software that is acquired or developed to support the conduct of the agency(s research mission, e.g., to test theoretical models, to monitor and understand the environment or to track any species of animal or plants as part of on-going research

· The development of R&D software may involve testing that software in practical, operational situations as part of the R&D process but this testing does not by itself imply future operational use

· However, if a decision is made to convert the software to operational use then this policy is applicable and the costs incurred to convert the software for operational use must be tracked to determine the value of the software
Who do I contact for more information?
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