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About the Presenter

Mike Kambesis is a senior-level Accounting professional who has focused his 
business acumen and project management skills for the past 19 years in 
implementing, optimizing and supporting Oracle Financial Applications.  

His area(s) of expertise include fixed asset management, general accounting, 
forecasting/budgeting, financial statement preparation, consolidations, procure-to-
pay and order-to-cash processes. He is an experienced leader in all aspects of the 
SDLC and has provided leadership for numerous full life-cycle implementations.
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About the O2 Works

O2 Works is one of the leading E-Business Suite services providers 
offering the most experienced teams of functional and technical 
consultants in the industry.  Our hands-on resources average 19+ years 
of experience focused exclusively on implementing, upgrading, 
integrating, and extending Oracle’s E-Business Suite.  
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Overview

• The intent of the presentation is to demonstrate the Oracle eBusiness Suite 
functionality used to record and account for leased assets for operating and 
capital leases.

• We will also review the conversion of the lease amortization payments to Oracle 
Accounts Payable and Payments for invoice and payment processing and the 
creation of the fixed asset.

Discuss current developments with FASB, GAAP, etc.
1. Scope of impact

The Financial Accounting Standards Board (FASB) recently introduced a new set of lease 
accounting standards (ASC 842), which will begin to take effect later this year. Feedback 
from clients suggest that the new leasing standards will be the most significant change in 
years.  

4



Agenda

• Create Lease Schedule
• Create Lease
• View Amortization table
• Creating invoice and payments
• Create and view accounting
• Transfer invoices to mass additions
• Create/View Asset
• Leased Asset report
• Tips and Best Practice
• Using the Lease schedule as Financial Calculator (calculate PV or Payment)
• Summary
• Questions
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Record the Payment Schedule of Lease

Responsibility ‐ Fixed Asset Manager 
Navigation –Setup>Asset System>Leases>Lease Payments

The first task is to create a payment schedule.  The payment schedule requires an interest 
rate, compounding frequency, lease start date.

The payment type can be selected from the LOV.  Options include annuity, balloon pmt, 
bargain purch option, bargain renewal option, guarantee residual value, misc, and penalty.

A bargain purchase option is a clause in a lease agreement that allows the lessee to 
purchase the leased asset at the end of the lease period at a price substantially below its 
fair market value.

'Bargain Renewal Option' A clause in a lease agreement that gives the lessee the option to 
renew or extend the original lease on an asset at rates well below market rates.

guaranteed residual value refers to an additional payment made by a lessee in property, 
cash, or both when a lease terminates. Guaranteed residual values are financial 
commitments made by the lessee, and factor into the calculation of the minimum lease 
payment
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Calculate to get present value of lease payments

After creating a payment schedule, use the calculate (button) to determine the lease pmt 
schedule detail.
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View Amortization Schedule

Once you have calculated a lease payment schedule, choose the View Amortization button 
to create an amortization schedule for the lease. The difference between the present value 
of the minimum lease payments and the total amount to be paid under the lease 
represents the interest expense that must be recognized over the life of the asset.
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Enter Lease Details

Responsibility ‐ Fixed Asset Manager 
Navigation –Setup>Asset System>Leases>Lease Details

Lease detail must be added after the payment schedule is created.  Details that must be 
provided are the lease number, lessor (must be valid supplier) and site, payment account.
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Enter Lease Details (Continued)

After entering the Fair Value, the type of lease is determined (capital vs operating). 

Oracle Assets displays the result of the capitalization test in the Test Determination field. If 
the lease qualifies for capitalization, Oracle Assets automatically populates the Cost to 
Capitalize field with the lesser of the fair value of the asset or the present value of the 
minimum lease payments. This amount also appears as the Current Cost for the asset in 
the Books window when you perform an asset addition.
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Issuing Lease Payments

• Query the ‘Lease Number’

Responsibility ‐ Fixed Asset Manager 
Navigation –Setup>Asset System>Leases>Lease Payments to Payables

Use the search criteria provided to find the lease number

11



Enter Lease Details

• Select the ‘Export’ field and Export (B) . Oracle Assets will submit ‘Export Lease Payments to 
Payables’ request

Select the lease payment to export to AP
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Enter Lease Details

Select the lease payment to export to AP.  After you select the lease for export the 
following program kicks off (export lease pmt to payables)
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Issuing Lease Payments – Concurrent Request and Detail Output

The concurrent request output will provide the detail of the lease transferred to AP.
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Run the Payables Open Interface Import

Next we run the ‘payables open interface import’.  Use Source = to Oracle Assets.  If AP 
batch functionality is enabled, enter a batch name as required.
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Review -Output from Payables Open Interface Import
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Accounts Payable Invoice

Default distribution defaults from the account entered on the Lease details form.
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Accounts Payable Invoice

Additional information can be provided on the invoice in advance of transferring to FA 
(mfg., model, serial # and warranty).
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Run ‘Mass Additions Create’ – Fixed Assets

Run the Mass Adds program using the last day of the month as a parameter.
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Conditions for transferring Asset lines to Accounts Payable

Conditions for Asset Invoice Line Distributions to be imported to Assets during the mass 
additions create process: 

• The line is charged to an account set up as an Asset account 

• The account is set up for an existing asset category as either the asset clearing account 
or the CIP clearing account 

• The Track As Asset check box is checked. (It is automatically checked if the account is an 
Asset account) 

• The invoice is approved 

• The invoice line distribution is posted to Oracle General Ledger from Payables 

• The general ledger date on the invoice line distribution is on or before the date you 
specify for the create program 

• If you use the multiple organization feature, your Payables operating unit must be tied to 
the same ledger as the corporate book for which you want to create mass additions. 

As a review or for folks who are not currently interfacing asset lines from AP to FA, the 
following conditions must be met to interface lines…
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Conditions for transferring Expense lines to Accounts Payable

Conditions for Expensed Invoice Line Distributions to Import into Assets:

• The invoice line distribution is charged to an Expense account 

• Track as Asset is checked 

• The invoice is approved 

• The invoice line distribution is posted to Oracle General Ledger from Payables 

• The general ledger date on the invoice line distribution is on or before the date 
you specify for the create program 

• Your installation of Payables must be tied to the same ledger as the corporate 
book for which you want to create mass additions

Conditions for transferring expense lines from ap to fa
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Run ‘Mass Additions Create Report’ – Fixed Assets

Run the Mass Adds Create Report to view the status of your Mass Adds create program.  
This will help in providing the detail of lines transferred from AP to FA.
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Output of ‘Mass Additions Create Report’

The output of the mass adds create report provides distribution and invoice level 
information moved from AP to FA
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Fixed Assets – Mass Additions

Responsibility ‐ Fixed Asset Manager 
Navigation –Mass Additions>Prepare Mass Additions

Assets can be viewed in Oracle Assets as soon as the Mass Adds program completes 
successfully.

Navigation – prepare mass adds
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Fixed Assets – Mass Additions

Assets can be viewed in Oracle Assets as soon as the Mass Adds program completes 
successfully.
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Fixed Assets – Mass Additions

Assets can be viewed in Oracle Assets as soon as the Mass Adds program completes 
successfully.
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Fixed Assets – Mass Additions

Assets can be viewed in Oracle Assets as soon as the Mass Adds program completes 
successfully.
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Post Mass Additions

Responsibility ‐ Fixed Asset Manager 
Navigation –Mass Additions>Post Mass Additions

Post mass adds needs to be run after changes are made to the lines imported to FA and the 
status is changed to post.

28



Fixed Assets – Mass Additions

Output from mass adds posting program
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View Asset

Assets can be viewed in Oracle Assets as soon as the Mass Adds program completes 
successfully.
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Lease Asset Report

Leased Asset Report
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Final Tips, Best Practices, and suggested reading

• Talk with your Auditors ASAP to determine plans to verify Capital and Operating 
Leases are being recorded and accounted properly to meet new regulations 

• EBS FA Community note titled ‘what is the Oracle solution for FASB 842 
– https://community.oracle.com/message/13761096#13761096

• Link to Financial Accounting Standards Board (FASB 842)
– http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176167901010&a

cceptedDisclaimer=true

• Create an asset account to track capital leases.  Consider creating Asset 
Categories to capture capital leases by groupings.

• Payment terms equal to immediate
• If your Mass Adds are not transferring to FA, review the Conditions For Asset 

Invoice Line Distributions To Be Imported during the mass additions create 
process

• Consider using SLA to configure your JE’s to produce the required results

‐When you add leased assets using the Detail Additions process, you can attach the assets 
to leases you have previously defined. You can assign multiple assets to the same lease. 
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O2 Works

Visit us at booth 943
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