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RCT (Regular Contract Termination) module is… 

 a LEO system solution, supporting the process of regular contract 

termination. In a leasing company with stable portfolio structure the number of 

new contract is generally equal to the number of contracts that are expiring. 

Which means that the workload related to the scheduled contract terminations is 

no less then the workload that resulted from entering those contracts. In typical 

situations expiration of a contract is connected with: appropriately early 

communication with the client, analyses of the contract’s settlements, selection of 

the form of the contract termination, preparation of the pro-forma invoice and 

then a final contract termination. Where the “final contract termination” means 

execution of proper operations in the contract and fixed assets, and making a 

number of booking entries in the finance and accounting (FK) system. With RCT it 

is possible to do all this with one click of a mouse button.  

Stable portfolio… 

 is a certain kind of a “window” containing a specific number of contracts 

that are moving through time. On one side of this window new contracts are 

“dropping in”, and on the other side – expiring old contracts are “dropping out” 

from it. The number of contracts in a portfolio remains approximately constant. 

This means each month the number of contracts that must be prepared for 

termination is in essence equal to the number of new contracts. Usually the 

process is managed by the Contract Management Department that executes 

these tasks as a part of its duties. But because of the complicated contract expiration procedure 

the workload is rather significant. This process can be particularly complicated for vehicles. 

Portfolio analysis 
RCT system has built-in early-
warning mechanisms notifying 
when the contract is closing to 
an end 

Auto-mailing 
for a list of contracts scheduled 
to end the system automatically 
prepares dedicated notifications 
to be sent  

Speed 
one of the main advantages of 
our solution is the speed. 
Preparing the list of contracts 
that are nearing their end for a 
portfolio of ten thousand of 
contracts takes, in typical 
conditions, few minutes 

Security  
solutions implemented within 
RCT make it impossible to miss 
contract scheduled to end. 
Therefore there is no risk the 
leased subject will be used by 
client without a contract 

Automation 
on every stage of work with the 
module, an automation of 
payment analysis, document 
generation and executing 
operations is ensured 

RCT (regular contract termination) 

 Main window of the module 
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Ensuring the completion… 

 of contract termination procedure can keep people responsible wide awake at night. Leaving a 

contract not formally terminated has several serious implications. On one hand there are financial 

consequences, because fixed asset of the company is used by the client without appropriate 

payments. On the other hand there are legal consequences, ownership rights, bills of exchange related 

regulations, tax laws etc. For all the parties involved it is safest when the contract is terminated as 

scheduled and on time. The RCT module does the job quickly, efficiently and – most important - 

reliably.  

 

 

 

Sale vs pro-forma…  

 issuing the final invoice is usually the last step in contacts with a given client. Of course 

everyone wants to enter a next contract, but it's not always possible. Taking into the account that the 

final invoice may be deemed a transfer of ownership, in an event of a dispute with the client  regarding 

i.e. late fees there are no additional tools to pressure the ex-client. Such a situation puts the leasing 

company in a significant disadvantage. Because the client is usually very eager to purchase the leased 

subject it is a common practice to issue at the end of the contract a pro-forma invoice. The client pays 

the amount equal to all the amounts due, including the buy-out value. Only after registering this 

payment the final invoice is issued and the contract is effectively finished. RCT handles all this process 

from calculating the settlement, generating the pro-forma invoice to monitoring payments. After it 

registers a proper payment the final invoice is issued, the fixed asset is sold and removed from the 

books, and the contract is ended and settled. Simultaneously the system automatically removes all 

item so the balance of the contract account amounts to zero. 

 

 Issuing final invoices 
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Operation Department support... 

is a basic task of the RCT module. In most leasing companies the regular contract 

termination procedure is realized in accordance with following procedure: 

• Information for the client 

A month or two before the contract is scheduled to expire, a letter is sent to the client informing 

about the closing contract termination date. The client usually has a choice of two options. The 

contract may be terminated or extended by few months. In case of the termination there are 

several ways of selling the leased good. It may be settling with another contract, purchasing by 

the client or purchasing by a third party. 

• Client's decision 

The client makes a decision and notifies the leasing company. If the decision is not made, such 

information must also reach the leasing company for it to continue monitoring the contract. 

• Preparing the contract settlement calculation 

All the information about the client's payments, open clearances, counted interest and calculated 

buyout value are collected. This information is presented to the client and forms the basis for the 

pro-forma invoice. 

• Pro-forma invoice 

Leasing companies avoid issuing the final invoice before all the dues are paid. Usually a pro-

forma invoice is issued and when it is paid the transaction is finally settled. The pro-forma 

invoice includes all the amounts which are: the buyout value and any other dues i.e. late fees. 

• Payment control 

Because the pro-forma invoice is not registered by the bookkeeping, it is necessary to monitor 

payments to verify if the client paid the correct amount. 

• Issuing the final invoice 

If the client has paid all the amounts due, a final invoice is issued. All dues and payments of the 

client are balanced by the bookkeeping for the balance for a contract must equal zero. 

• Terminating the contract 

The contract status changes to “terminated”. 

• Removing the FA from the books 

The item that was a subject of the leasing contract is removed from the fixed asset registry. 

As seen above it involves a lot of work an the system's support is much in demand. 

 

 

RCT module facilitates executing the following system operations: 

 Automatic preparation of contract for termination 

 Changing parameters of the contract scheduled to expire  

 Cancelling the contract termination 

 Preparing pro-forma invoices 

 Account settling and client payments monitoring 

 Sale of a FA and issuing the final invoice 
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Payment control… 

 in the LEO system is very easy, there is only need to check the contract account balance or 

open the list of clearances. However in case of a pro-forma invoice the problem becomes a little bit 

more complicated. Pro-forma invoices are not registered by the system and it is difficult to 

compare clearances in such situation. Even if the client has made surplus payments it's not clear if 

the surplus is sufficiently “large”. Therefore the employees responsible for ending contracts have a 

tedious task to each day compare lists of many documents manually. RCT does this automatically. 

For pro-forma invoices and late fees the system creates “virtual” clearances. These are added to 

the “real” ones and then the resulting balance is checked. If it amounts to zero it means the client 

has paid the pro-forma invoice and any other payments due and it is possible to terminate the 

contract. The contract termination, FA sale, removing the FA from the registry and finalising the 

settlement calculations in the RCT module boils down to one simple, single operation executed with 

a few clicks of the mouse button. 

 

 

 

 

 

 

 

Implementation... 

 of the RCT system in typical conditions takes from 8 to 10 days. After installing the module 

and updating the database structure, a consultant from ADS together with a content-related 

administrator of the LEO System set up system parameters of the module, set up the view tree 

structure, select visualisation parameters in displayed lists, define documents, writings and 

statements generated from the system. Then a necessary configuration of parameters of the 

booking patterns is performed. After performing tests in the test environment, the configuration is 

transferred to the production environment and the system is ready to go. 
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Fig. Executing the regular contract termination procedure 


