
HIRE PURCHASE SYSTEM



MEANING OF HIRE PURCHASE AGREEMENT

Hire purchase agreement means an agreement under which goods are let on hire and 

under which the hirer has an option to purchase them in accordance with the terms of the 

agreement and includes the agreement under which:

1. Possession of goods is delivered by the owner thereof to a person on condition that 

such person pays the agreed amount, in periodical installments;

2. The property in the goods is to pass to such a person on the payment of the last 

installment; and

3. Such a person has a right to terminate the agreement at any time before the property so 

passes



MEANING OF INSTALLMENT PURCHASE AGREEMENT

Installment purchase agreement means an agreement of sale under 

which:

1. The property in the goods is to pass to the buyer immediately on the 

signing of the contract of sale;

2. The buyer has no right to terminate the contract unless the seller 

defaults;

3. The seller has right only to sue for price if the buyer fails to pay any 

installment. He can not take back the goods from the purchaser.

4. The buyer may dispose off the goods and give good title to the 

bonafide purchase



IMPORTANT TERMS IN HIRE PURCHASE AGREEMENT

1. Hirer: a ‘hirer’ means a person who obtains or has obtained possession 

of the goods from an owner under a hire purchase agreement.

2. Hire vendor: hire vendor means a person who delivers or has delivered 

the possession of goods to the hirer under a high purchase agreement.

3. Cash price: Cash price means the price at which the goods may be 

purchased by the hirer for cash.

4. Down payment: Down payment means an initial payment payable by the 

hirer at the time of entering into a hire purchase agreement.



5. Hire Purchase Price: Hire purchase price means the total sum payable by the hirer 

under a hirer purchase agreement in order to complete the purchase of or acquisition 

of property in the goods to which the agreement relates and includes any sum so 

payable by the hirer under the hire purchase agreement by way of deposit or other 

initial payment. In the form of an equation, hirer purchase price may be shown as under:

Hire purchase price = Cash price + interest on outstanding balances

6. Hire purchase charges: Hire purchase charges means the difference between hire 

purchase price and the cash price as stated in the hire purchase agreement. These hire 

purchase charges are popularly known as “interest”



DISTINCTION BETWEEN HIRE PURCHASE AGREEMENT 
AND INSTALLMENT PURCHASE AGREEMENT



DEFAULT AND REPOSSESSION

If a hire purchaser fails to pay any installment on the stipulated date, the 

hire purchaser is said to be at default.

In case of default by the hire purchaser, the hire vendor may repossess the 

goods.

Repossession means taking back the possession of goods by the hire 

vendor.

Subject to agreement, the repossession may be either complete or partial.
































