
How to Reconcile Hire 

Purchase Loan



Step 1:

Verify the tax invoice of the assets purchased to check the actual amount 

financed.



Step 2: 

Need to prepare the HP schedule by adding the description of the Asset, 

purchase price, Loan financed amount & Total payable amount.



Step 3:

Investigate the loan document to determine the number of instalments, amount of 

repayment and the frequency of repayments



Step 4: 

Check the Interest amount to match with the Loan document while 

preparing the HP schedule in excel.

Step 5:

As per the HP Schedule, need to record the Interest based on the 

instalments paid.



Step 6: Need to check whether any prepaid borrowing cost 

incurred in the loan document and record it in the respective 

account.

Step 7: For any difference occurred while preparing the HP 

Schedule, check for any Balloon payment or Residual amount.



Step - 8: If there is any difference in Loan repayment, check for 

any bank fees included and take up as bank charges.







Step 9: While closure of Loan at the earliest period, need to take 

up rest of the Interest on the date of closure.

Step 10: Interest should be taken only for the repayments made in 

the Current Year, even if there is any default in repayments.



Step 11: Refinancing - New Loan amount will be considered from 

the Previous loan closing balance; we will need to calculate the 

new interest based on the amount & duration of repayment.

Step 12: Keep the HP Schedule, Loan document, Asset Tax 

Invoice as the supporting workpapers.



Step 13: JOURNAL ENTRY:

FIXED ASSET A/C                                XXXX

GST A/C                                                 XXXX

PREPAID BORROWING COST A/C   XXXX

UNEXPIRED INTEREST A/C               XXXX

TO HIRE PURCHASE LOAN A/C            XXXX


