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Objectives

New lease accounting regulations
The Financial Accounting Standards Board (FASB) and the international 
Accounting Standards Board (IASB) recently announced the converged 
standards on how organizations should account for leases. With these new 
standards, most leases will have to be reported on each company’s balance 
sheet.

The Financial Accounting Standards Board 
(FASB) and the international Accounting 
Standards Board (IASB) recently announced 
the release of new accounting standards that 
define how organizations must account for 
leases. The release of these new leasing stan-
dards is more than just an accounting 
change. It is an event that will have profound 
implications on lease/buy decisions, internal 
process coordination and financial reporting.   
Companies need to think about new process-
es, new systems, and new controls. The 
spreadsheets that many companies use track 
and calculate lease payments are no longer 
sufficient as they do not:

• Allow the close collaboration of  
information between the lease 
administrator, lease accountant and 
fixed asset accountant

• Provide adequate controls to ensure 
accurate calculations

• Automate the complicated financial 
postings that must be made to comply 
with the new standards

• Provide a mechanism to calculate 
multiple GAAP versions from the same 
abstracted lease data
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Essentially, these accounting standards stip-
ulate most leases must be reported on each 
company’s balance sheet, increasing the risk 
of regulatory noncompliance and inaccurate 
statutory reporting. SAP Real Estate Manage-
ment is used to optimize the portfolio of glob-
al assets and supports the regulatory compli-
ance of these new accounting rules. This 
solution provides a single point of entry for 
collection, validation of lease contract data, 
performs valuation calculations and gener-
ates the financial postings derived from these 
calculations.

Lease Accounting Survey | PwC/CBRE 2016

manage lease agreements 
and related accounting in a 
decentralized manner.

Most companies rely 
primarily on spread-
sheets to track leasing 
data …

68%
Spreadsheet

tracking 39%
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Managing your full lease contract 
lifecycle efficiently
The new leasing standards represent more 
than accounting changes. They force the 
adoption of new business processes and with 
any business or process change, there’s go-
ing to be some level of impact on systems 
and technology. SAP Real Estate Manage-
ment enables close collaboration between 
the lease administrator, lease accountant and 
fixed asset accountant. They access the same 
lease record, with all calculations being based 
on the terms and conditions of the abstracted 
lease. 

The lease transaction in SAP Real Estate 
Management provides separate authoriza-
tions to ensure a clear separation of duties.  
In addition to capturing contract terms and 
conditions, SAP Real Estate Management is 
specifically designed to support real estate 
leasing processes such as managing critical 
dates, exercising renewal options, early termi-

nations, rent escalations, sales based rent, 
common area maintenance and service 
charge settlement. Lease administrators can 
attach all leasing documents to the SAP 
Lease Contact as well as store notes and gen-
erated correspondence.

The highly flexible and extendable forms col-
lect industry- or business-specific attributes 
and enables users to stay ahead of the game.  
Periodic posting runs automatically generate 
all lease payments based on the terms of the 
current lease agreement with real time inte-
gration into SAP Financials.  

Solution Next StepsObjectives Quick Facts
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Figure: SAP Real Estate Management is fully integrated in SAP Finance and enables effective collaboration
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The solution also provides lease accountants 
the ability to evaluate the financial impact of 
each lease and ultimately generates all valua-
tion postings required by the new leasing 
standards. The systems calculates the pres-
ent value of the lease, automatically creates 
the right of use asset and the corresponding 
liability.

Every month, the application will depreciate 
the right of use asset, generate the payments 
to the landlord and calculate the interest por-
tion of the payment. If you have a change in 
the contract value due to a CPI increase, not 
to worry, the application will automatically re-
valuate the lease, post the incremental differ-
ence and track all the calculated and posted 
values for each period.  

SAP Real Estate Management even manages 
the postings for multiple lease accounting 
standards simultaneously, regardless if the 
general ledger account or parallel ledger 
methodology is utilized.

This solution is part of SAP Finance and is 
completely integrated, helping avoid the kind 
of costly disruptions that can derail critical 
business processes, operations and costly 
noncompliance events. Because reporting 
and analysis is critical to compliance, accoun-
tants can run simulation and posting reports 
to evaluate the impact of each accounting 
standard on both the individual lease or for 
the entire lease portfolio.

Solution Next StepsObjectives Quick Facts

» The pervasive impact of these rules requires companies to transform their 
business processes in many areas, including finance and accounting, IT,
procurement, tax, treasury, legal, operations, corporate real estate and HR. «
IFRS 16: The leases standard is changing – Are you ready? | PwC 2016



7 / 8 © 2016 SAP SE or an SAP affiliate company. All rights reserved.

Comply today and save costs
tomorrow
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The effective date of IFRS 16 Leases is 1 January 2019 but early adoption is possible. Whether 
you choose to be an early adopter or comply by the deadlines, there are certain things you can 
do today to prepare for these new leasing standard. Actions such as:

• If you are an SAP Real Estate Manage-
ment customers, implement the new 
leasing enhancements as soon as possi-
ble to begin evaluating the impacts to 
your financial statements.  Even if you do 
not intend to be an early adopter, the 
loading of the leases and analyzing the 
results will pay big dividends in the fu-
ture.  

• If you use SAP Financials, you can quick-
ly implement SAP Real Estate Manage-
ment for real property leasing to give you 
a fully integrated leasing solution. SAP 
currently has and will roll out new accel-
erators helping customers to quickly im-
plement a leasing solution.

• Once SAP Real Estate Management has 
been implemented, begin abstracting ex-
isting lease agreements to ensure the 
lease terms and conditions you have ab-
stracted are correct.  For most organiza-
tions, this will be the most time consum-
ing portion of the lease compliance 
project. All calculations are dependent 
on accurate lease information. Any inac-
curacy in probable end dates and pay-
ment amounts for example, will have an 
impact on the posted valuations.
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Summary
The Financial Accounting Standards Board 
(FASB) and the international Accounting Stan-
dards Board (IASB) recently announced the re-
lease of new accounting standards that define 
how organizations must account for leases. Es-
sentially, these accounting standards stipulate 
most leases must be reported on each compa-
ny’s balance sheet, increasing the risk of regu-
latory noncompliance and inaccurate statutory 
reporting. SAP Real Estate Management is used 
to optimize the portfolio of global assets and 
supports the regulatory compliance of these 
new accounting rules. This solution provides a 
single point of entry for collection, validation of 
lease contract data, performs valuation calcula-
tions and generates the financial postings de-
rived from these calculations.

 
New Objectives

 • Prepare for new accounting standards and 
adopt the right tools for reporting compliance

 • Consolidate all lease contract data into a 
single repository

 • Obtain required legal, financial, and business 
validations quickly and efficiently

 • Gain visibility into lease exposure for better 
strategic planning and decision making 

Solution
 • Centralized information management for all 
lease contracts

 • Calculations and financial postings based on 
abstracted lease data

 • Highly flexible and extendable forms to 
collect industry- or business-specific 
attributes

 • Collaboration throughout the data collection 
process

Benefits
 • Streamlined, more cost-effective compliance
 • Greater visibility into lease data company-
wide

 • Improved decision making
 • Reduced business and financial risks
 • Improved bottom line with better control
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No part of this publication may be reproduced or transmitted in any form or for any purpose without the express permission of
SAP SE or an SAP affiliate company.
SAP and other SAP products and services mentioned herein as well as their respective logos are trademarks or
registered trademarks of SAP SE (or an SAP affi liate company) in Germany and other countries. Please see
http://www.sap.com/corporate-en/legal/copyright/index.epx#trademark for additional trademark information and
notices. Some software products marketed by SAP SE and its distributors contain proprietary software components of
other software vendors.

National product specifications may vary.

These materials are provided by SAP SE or an SAP affiliate company for informational purposes only, without representation or
warranty of any kind, and SAP SE or its affiliated companies shall not be liable for errors or omissions with respect to the materials.
The only warranties for SAP SE or SAP affiliate company products and services are those that are set forth in the express warranty
statements accompanying such products and services, if any. Nothing herein should be construed as constituting an additional
warranty.

In particular, SAP SE or its affiliated companies have no obligation to pursue any course of business outlined in this document or
any related presentation, or to develop or release any functionality mentioned therein. This document, or any related presentation,
and SAP SE’s or its affiliated companies’ strategy and possible future developments, products, and/or platform directions and
functionality are all subject to change and may be changed by SAP SE or its affiliated companies at any time for any reason
without notice. The information in this document is not a commitment, promise, or legal obligation to deliver any material, code, or
functionality. All forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ
materially from expectations. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak
only as of their dates, and they should not be relied upon in making purchasing decisions.

The Best-Run Businesses Run SAP 


