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Definition of IT Operating vs. Development Costs 

When creating a requisition for IT expenses, agency fiscal staff should always ask their IT staff if the 

purchase is for existing agency IT operations or for IT development. If it is not immediately clear, use the 

guidelines below for making that determination and selecting the correct expense account code.  

Operating (and Maintenance) Costs 

 Not introducing new functional capabilities. 

 Expenses incurred after go-live/steady-state of an IT system. 

 Equipment replacement or refresh supporting existing services. 

 Corrective changes—correct minor errors or deficiencies. 

 Adaptive changes—minor revisions to meet changing requirements. 

 Perfecting changes—minor improvements to perform in a more efficient, economical, and/or 

effective manner. 

 Revising/creating new reports. 

 Limited data element/data base changes. 

 Minor alterations to data input and display screen designs. 

 Minor enhancements resulting from ongoing systems maintenance. 

 Purchasing enhanced versions of software for a nominal charge. 

 Repairing a design flaw or performing minor upgrades that may extend the useful life of 

software without adding new capabilities. 

Development Costs 

 Adding significant additional capabilities. 

 Improving or adding functionality that is not a minor component included with an enhanced 

version of an existing application. 

 Improving or adding functionality that is not a minor enhancement of efficiency, economy, or 

effectiveness of an existing application. 

 New software specifications, which may also require changing all or part of existing software 

specifications. 

 Equipment, supplies, and services purchased and any other costs incurred to support the 

development activities outlined above. 

Sources: 
Code of Federal Regulations – software maintenance 
FASB 10 – enhancements 
DAS’s OAKS upgrade decision tree 
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Examples of IT Operating Vs. Development Costs 

The key is not what you’re buying but whether it serves an IT development project or not. 

If you buy… 

 servers or other IT equipment to support existing IT systems or operations 

 software or hardware warranty maintenance to support existing IT systems or operations 

 desktop computers, laptops, or other IT end-user equipment for employees who support 

existing IT systems or operations 

 phone, internet, and other network services for employees who support existing IT systems or 

operations 

 new VOIP-capable phones to replace existing VOIP-capable phones 

…then it’s an IT operating (or maintenance) expense.  Do not use an account code that contains “IT 

DEV” in its account description and “IT DEVELOPMENT EXPENSES ONLY” in its extended definition. 

If you buy… 

 servers or other IT equipment to support a new IT system or development project 

 software or hardware warranty maintenance to support a new IT system or development 

project prior to reaching steady-state status 

 desktop computers, laptops, or other IT end-user equipment for employees working on a new IT 

system or IT development project 

 pens, paper, and other office supplies to support employees working on a new IT system or IT 

development project 

 phone, internet, and other network services for employees working on a new IT system or IT 

development project 

 cable installation to expand or upgrade your agency’s network to support VOIP 

 new VOIP-capable phones to implement VOIP 

…then it’s an IT development expense. Use an account code that contains “IT DEV” in its account 

description and “IT DEVELOPMENT EXPENSES ONLY” in its extended definition. 

If you buy… 

 something that will be used for IT development and non-development purposes (e.g. office 

supplies) or will be used first in development and also after go-live/steady-state because of its 

length of service life (e.g. computer equipment for employees) 

…then do use a reasonable estimate to split-code the purchase between IT operating and development 

codes. 


