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Overview  

What follows is one possible way to record a loan and payments of that loan.  Whatever method you 
choose we recommend that you get the approval of your accountant. 
 
Scenario 1 
Set up the loan accounts 

• Create a long term liabilities 
account for Loan Payable 

 
 
 
 

• Create an Other Asset account for 
Building Asset or Collateral (or 
whatever you wish to call it).  This 
is the value of the building. 

 
 
 
 
 

• Create a Capital Reserve account 
for Building Equity. This is your 
equity in the building (value minus 
loan) 

 
 
 
 

• If you wish to track the principal 
and interest amounts, create 
expense accounts for Principal 
Paid and Interest Paid.  Then 
create a Bill Code for each one. 

 
  

Loan Setup 
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Establish loan balance 

• Do a Journal Voucher, credit Loan Payable for the amount of the loan, debit the Building Asset 
account for the full value of the asset, credit Building Equity for the difference. 

 
 

• If this is actual cash in the bank rather than a mortgage, do a ledger receipt for the amount of 
the loan using an account code of Cash In and deposit it to the bank account. 
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Balance Sheet after the Journal Voucher 

 

Record scheduled payments for loan 
There are two ways to record the loan payment.  

1. You can set up the check as a Recurring Check for the full amount of the payment and use the 
journal voucher to record the principal and interest amounts and the changes to Loan Payable 
and Building Equity.   

2. Or you can use the Single Check function to record the full amount of the check as well as the 
principal and interest amounts and then a journal voucher to record the changes to Loan 
Payable and Building Equity.  In either case you need an amortization schedule from the 
lender showing the amount of each payment that applies to interest and principal.  
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Either way, the loan payable will decrease and Building Equity will increase by the amount of the 
principal, the bank account will decrease by the amount of the payment, the owner's balance will 
decrease by the amount of the principal and interest and you will have a record of the amount of 
principal and interest paid. 
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Establish Loan Balance 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Loan Payable Credit $ amount of loan 
 Second Line Item Building Asset Debit $ amount of building value 
 Third Line Item Building Equity Credit $ amount of difference 
 
 
Scenario 1 -- Record the Loan Payment 
Method 1 - Single Check and Journal Voucher 
 
Each month post a single check using the expense accounts Principal Paid and Interest Paid.  Then 
post a journal voucher for the principal amount, using the liability account Loan Payable and the 
equity account Building Equity. 
Single Check: Payee: Loan Company 
 First Line Item 
  Bill To: Owner 
  Bill Code: Principal Paid 
  Amount $ amount of principal 
 Second Line Item 
  Bill To: Owner 
  Bill Code: Interest Paid 
  Amount $ amount of interest 
 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Loan Payable Credit -$ amount of principal 
 Second Line Item Building Equity Credit $ amount of principal 
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Scenario 1 -- Record the Loan Payment 
Method 2 - Recurring Check and Journal Voucher 
 
Enter a Recurring Check entry in the appropriate owner or unit profile with the total amount of the 
monthly payment amount using an expense account type of Mortgage Payment. 
 
After posting the check each time, go to GL, Journal Voucher. Post a Journal Voucher as shown 
below.. The journal voucher will credit the expense Mortgage Payment for the total amount of the 
recurring check and debit the expense Principal Paid and Interest Paid for the principal and interest 
amounts; and debit the liability Loan Payable and credit the equity Building Equity for the principal 
amount. 
 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Mortgage Payment Debit -$ amount of recurring check 
 Second Line Item Principal Paid Debit $ amount of principal 
 Third Line Item Interest Paid Debit $ amount of interest 
 Fourth Line Item Loan Payable Credit -$ amount of principal 
 Fifth Line Item Building Equity Credit $ amount of principal 
 
 
Scenario 2 
Set up the loan accounts 

• Create a long term liabilities account for Loan Payable 

• Create another asset account for Collateral (or whatever you wish to call it). This is not the 
same as the building that is secured by the loan. 

• If you wish to track the principal and interest amounts, create expense accounts for Principal 
Paid and Interest Paid. Then create a Bill Code for each one. 

 
Establish loan balance 

• Do a Journal Voucher, credit Loan Payable, debit the Collateral asset account for the loan 
amount 

• If this is actual cash in the bank rather than a mortgage, do a ledger receipt using an account 
code of Cash In and deposit it to the bank account. 
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Record scheduled payments for loan 
There are two ways to record the loan payment.  

1. You can set up the check as a Recurring Check for the full amount of the payment and use the 
journal voucher to record the principal and interest amounts and the changes to Loan Payable 
and Collateral.  

  OR 
2. You can use the Single Check function to record the full amount of the check as well as the 

principal and interest amounts and then a journal voucher to record the changes to Loan 
Payable and Collateral.  

In either case you need an amortization schedule from the lender showing the amount of each 
payment that applies to interest and principal. Either way the loan payable and collateral will decrease 
by the amount of the principal, the bank account will decrease by the amount of the payment, the 
owner's balance will decrease by the amount of the principal and interest and you will have a record 
of the amount of principal and interest paid. 
 
Establish Loan Balance 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Loan Payable Credit $ amount of loan 
 Second Line Item Building Equity Debit $ amount of loan 
 
 
Scenario 2 -- Record the Loan Payment 
Method 1 - Single Check and Journal Voucher 
 
Each month post a single check using the expense accounts Principal Paid and Interest Paid.  Then 
post a journal voucher for the principal amount, using the liability account Loan Payable and the asset 
account Collateral. 
Single Check: Payee: Loan Company 
 First Line Item 
  Bill To: Owner 
  Bill Code: Principal Paid 
  Amount $ amount of principal 
 Second Line Item 
  Bill To: Owner 
  Bill Code: Interest Paid 
  Amount $ amount of interest 
 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Loan Payable Credit -$ amount of principal 
 Second Line Item Collateral Debit -$ amount of principal 
   
 
  

http://promas.com/


Document Number R-246  9 April 2019 

Scenario 2 -- Record the Loan Payment 
Method 2 - Recurring Check and Journal Voucher 
 
Enter a Recurring Check entry in the appropriate owner or unit profile with the total amount of the 
monthly payment amount using an expense account type of Mortgage Payment. 
 
After posting the check each time, go to GL, Journal Voucher. Post a Journal Voucher as shown 
below.. The journal voucher will credit the expense Mortgage Payment for the total amount of the 
recurring check and debit the expense Principal Paid and Interest Paid for the principal and interest 
amounts; and debit the liability Loan Payable and credit the asset Collateral for the principal amount. 
 
Journal Voucher: Ledger:  Owner 
  Account Debit or Credit Amount 
 First Line Item Mortgage Payment Debit -$ amount of recurring check 
 Second Line Item Principal Paid Debit $ amount of principal 
 Third Line Item Interest Paid Debit $ amount of interest 
 Fourth Line Item Loan Payable Credit -$ amount of principal 
 Fifth Line Item Collateral Debit -$ amount of principal 
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