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Do You Barter?
“Trading Services” between Customer and/or Vendors

If you buy services or product from your customer — or if your vendors buy services or products from you, you
might want to “trade” services instead of paying each other. Exchanging “credits” with each other is a good way to
offset your cash flow without actually exchanging money. You will, however, need to add a few new records to
QuickBooks and do a few “special” transactions to make sure that all of your reports come out accurately.

Example:
If you sell the customer/vendor taxable items, or if you buy inventory items in the “trade”, you will want to ensure
that your books are accurate even though no cash will ever change hands.

You can use the following method to account for a barter agreement if either of the following situations occurs:

1. You owe money to a customer and they also owe you money. You will “pay” them by issuing a credit to
their account with you. In turn, they will issue a credit to your account with them for an equal amount in
order to “pay” you.

2. You owe money to a vendor and they also owe you money. You will “pay” them by issuing a credit to their
account with you. In turn, they will issue a credit to your account with them for an equal amount in order
to “pay you”.

The first think that you will need to do is have both a Customer and a Vendor record for the same company.
QuickBooks will not let you use the “exact same name” in both lists — and if it did you would have a difficult time
telling which record you should be working with; so you will want to append the name with a C for Customer and
a'V for Vendor. See the example below:

Step 1: Create both a Customer and a Vendor Record for the same company.

Vendor Record: Customer Record:
# Edit Yendor Type a help question |Ask w» How Do I? I B [=] B3| TYDB a help question | Ask ¥ How Do I?I P[] ES |
‘Wendor Mame ISam Subcantractor(y) Customer Mame |Sam Subcontractor(C)
5 0y 1] 4 o Bal f Howe do [ determine (114
Current Balance :  0.00 How do I adjust the current balance? pening Balance | 450l |EIS,|’26I2EIE|6 E the opening balance?
el | it Cancel
Address Info I Aaditional Info I Address Info I Additional Infa I Payment Info I Job Info I =
Mokes —I
Cormpany Marne Conkack
Caomparny Namelsam Subcontractor Contact Sam Help | o Ilwnactnr o Sam Help |
LT one 800-for-hel P
Mr. fMs.f... I Phaone ISDD—For—help vend I E [ GCuskomer is
' ent_Dr i5 First Name |— M1 |_ Fiv ||— inackive
i l— l_ I— inactive
RS [k s Last Mame I Alt. Phone I
Last Mame I Alt, Phone I Ak, Contact I—
Mame and Sam Subcantrackar Ale, Contact I E-mnail I
Address PO Box 111 Emad [ . EEE——
west Charleston, WT 0587
ce Il— Addresses
Bill Tar Ship Ta I j
Print on Check as Sam Subcantractar
Address Details | Sam Subcontrackar PO Box 111
I ‘West Charleston, VT 05872 Copy F @E
Go ko Client
Manager
Edit | Add Hew | Edit | elete |
T efault shipping address
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Step 2: Create an Other Current Asset Account in your Chart of Accounts called “Bartering”.

-1 Hew Account Type a help question | Ask * How Do I7 |8 _ |00 =
Twpe |Other Asset j Mumber I oK |

Cancel |
MNarne |Bartering Text |

[ Subaccourt of I j Account is
inackive
Description |“Barter” Clearing Account]
Bank Acck, Mo, |
3 How Do I ch
Tax Line IB,l'S—.ﬁ.ssets: Other assets ﬂ tho;vri ﬁt t;xulions:?
Che rgnt Ta line:

Opening Balance I as of |U5."25."2005 E

Step 3: Create an Other Charge Item in your Item List called “Cust/Vend Credit” that points to the
Barter Account created above.

Tvpe a help question | Ask * HowDoI? 8 _ |O) X
Type oK |
Other Charge - | Use far mlscellanenu; labor, material, or part
charges, such as delivery charges, setup fees, and Cancel |
service charges,
Mext |
Ikem MamefMumber [ subitem of [EE—— |
ICust,l"v'end Credit I j
apeling |
[ This itern is used in assemblies or is a reimbursable charge
Descripkion Amounk or % Tax Code
Cuskomer fYendor Credit I 0.00 IT‘E'X j [ Item is inactive
Account

IBartering j

Putting it all together and making it work.....

When you purchase goods or services from this Vendor (Sam Subcontractor), enter a Bill normally using his
Vendor record name - Sam Subcontractor (V) using whatever accounts or items that apply.

Step 1: Record a Bill for 5 hours of demolition work at $125.00 per hour for the job Change
Orders.
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ﬂElevious Dﬂe:-:t | aFind ':‘:h Histomny Journal
& gl Credi

Iv! Bill Received

vendor Sam Subcontrackor(y’) vl Date 03/01 /2006 E
Sam Subconkrackar Ref. No. 5526
Address
PC Box 111 655,00
West Chatlestan, YT 05872 Amounk Dus oo M
Eill Due 04/30/2006 |
Terms Met &0 j Discount Date
Memo |
[ Expenses $0.00 ] Items $625.00 ]
Item Description | Gk Cost Amount | Customer:Job | Class
02 5ite Work:02.10 Demo  |Demao 5| 125.00 | 625,00 [Customer Four:Change Crders H |subcontract =

~|
Tirne |

Save & Close | Save & New | Clear |

Seleck PO | REceive&l | St PE

CIearSpIi;sl Recalculate |

When you sell goods or services to this Vendor (as you customer) create an Invoice (NOT a Sales Receipt) using
his Customer Record name, Sam Subcontractor (C) just like you would invoice any other Customer.

Step 2: Create an Invoice for 4 hours of Landscape & Paving Services at $100.00 per hour.

= Create Invoices

Type a help question | Ask w How Do I7 [l _ [ O] X|
& Previous [P Newt @ - 8 - a - | %‘ Speling Etb History Journal @ Time/Costs... |

Customer: Job Class Template Customize I
ISam Subcontractor{C) j I—j Imj

Invoice 03j15/2006 | |38

-

Sam Subcontrackar
PO Box 111
West Charleston, YT 05872

750 Met 60 -
Ikem Cuankit

Descripkion Rake Class Arnount Tax
26La.. |4 Landscape & Pawing 100.00 |Subcontrack 400.00 |Mon |L
=
Cuskomer - Tax ‘:xemgt w [(0.0%:) 0,00
Message
Takal 400,00
—
¥ To be printed Custamer Tax Cade ITax ﬂ Apply Credits | Payments Applied 0.00
" To be e-mailed Balance Due 400,00
Mema I
2 Let uickBooks help wou get your Invoice paid onling by credit card, Save & Close | Save f New Clear

You owe Sam Subcontractor $625.00 and he owes you $400.00. You send him your invoice for $400.00 and he
calls you up when he receives it and say’s “I'm a little tight on cash right now, how about I give you a $400.00

credit on your account balance of $625.00 now and you pay me the remaining $225.00 in 30 days? As it turns out
Cash Flow is a little tight for you too, so you agree.
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Step 3: Record a Bill Credit for Sam Subcontractor (V) for $400.00 using the Cust/Vend Credit
Item.

L Frevious g Meut | %; Find ':‘:h Histomny Journal
Rl % Credit

vendor Sam Subcontrackor(y’) vl Date 0312072006 E

Ref, Mo, 5526-CR

Credit Amount  400.00

Memo  Barber Credit From Yendor services provide via our invoice #35

[ Expenses $0.00 | Ttems $400.00 |
Ikem Description Q.. | Cost Amo... | Customer:Job B | Class
Custfvwend Credit = |[Customer/\endor 400,00 | 400,00 |Cuskomer Four:Change Orders = | H |Fubcontract > |~
Credit

[]
Selact PO | REcevE] | St PE Tirmie: |

CIearSpIil;sl Recalculate |

Save & Close Save & New | Clear |

What does QuickBooks do behind the scenes?

Because the “Cust/Vend Credit” Item is linked to the Barter Account this transaction credits (decreases) the

balance in the Barter account and debits (decreases) Accounts Payable; which takes care of the money that he
owes you.

Transaction Journal
All Transactions

Trans & +  Type +  Date <+ Hum @ Hame B Account B Dehit b Credit B
93 Credi 032002006 5526-CR Sam Subcontractar() 2010 - Accounts Payable 40000 L |
Custamer Four: Change QOrders Bartering 400.00
400.00 400.00
TOTAL 400.00 400.00

Step 4: Create a Credit Memo for Sam Subcontractor (C) for $400.00 using the Cust/Vend Credit
Item.
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4 Previous [ Newt 55 Print - Bl E-mail - | %} Find Gpeling &y Histary - Joumal @& Use Creditta ~

Customer: Job Class

ISam Subcontractor{C) j I j
Credit Memo

Sam Subconkractor
PO Box 111
‘West Charleston, YT 05872

Template Customize |
ICustom Credit Memo j

03(20/2006  E@| |39

Item Description Qr Rate
Custfve, .. |Customervendor Credit 400,00
[}
Custormer - Tax [Exempk = Ji0.0%;) 0.00
Message
Total 400,00
—
W Tobeprinted [~ Tabe e-maied Customer Tax Code ITax ﬂ Remaining Credit 400,00
Memo | Credit For Bill 5526] Save & Close | Save & New I Clear |

When you save the credit memo the Available Credit window will display. Click Apply to an invoice and then click

Ok.

Bl Available Credit x|

| This credit memo or refund has a remaining balance which
1| yOu may use,

ehat would wou like to do with this credit?

" Retain as an available credit
" Give a refund

The Apply Credit to Invoices window automatically displays with Invoice #38 already selected. Click Done to

apply the Credit Memo to the selected invoice.

Apply Credit to Invoices
Credit Mamo
Customer:dob  Sam Subcontractor(C)
Ref, Mo, 39 Original Amt. 400,00
[rate 03)20/2006 Remaining Credit 0.00
Date Job Number Orig. Amt. Amt, Due Ak, Applied
15/2006 38 400,00 400,00 400,00

Totals 400,00

0,00 400,00 |

Clear Selections |

Done

| Cancel |
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What does QuickBooks do behind the scenes?

Because the Cust/Vend Credit Item is linked to the Barter Account, the Credit Memo debits (increases) the
balance in the Barter Account — making it zero and credits (decreases) the balance in Accounts Receivable.

Transaction Journal

All Transactions

Trans & « Type <+  Date < Hum + Hame b Account b Debit L Credit @
94 Credt Memo O3r2002006 39 Zam Subcaontractar(C) 1210 - Accounts Receivable 400.00 o
Sam SubcontractorC) Bartering 400.00
Sales Tax 2201 - Sales Tax Pavable 0.00
400.00 400.00
TOTAL 400.00 400.00

Step 5: Paying the $225.00 balance to Sam Subcontractor.

Using the Pay Bills function, select the bill from Sam Subcontractor, notice that you owe Sam $225.00 since the
original bill from Sam was for $600.00; the $400.00 credit was automatically applied, leaving a balance due of
$225.00.

— Select Bills to be Paid

Show hills % Due on or before |D4I|'3|:|I|'20|:|6 E

" Shaw all bills Sort Bills By I\u'endor -
4 | Dake Due | ‘endor | Ref. Mo, | Disc. Date | Amt. Due | Disc. Used | Credits Lsed | Amk. To Pa

06j10/2004 0210

Subcont. ., E 0.00

Tokals 955,00 0,00 400,00 225,00

— Discount & Credit Infarmation For Highlighted Bill

Yendor Sam Subcontractor[¥] Terms Met 60 Mumber of Credits (1]

Eill Ref, Mo, 5526 Sugg. Discount 0.00 Taotal Credits Available 0.00

Go ko Bl | Set Discount | Set Credits |

—Payment Account —————— ~ Pavment Method ————————— —~Pavment Date %

|1110° Company Checking Acc... j [treck =] @ To be printed 03/20/2006 E ar pﬁmﬁ:ge;:;ik?ﬁ;ﬁ

Ending Balance 4.595.00 " Assign check no, QuickBooks Bl Pay.

» Learn more

Clear Selections | Pay & Close | Pay & Mew Clear

Step 6: Click Pay & Close to create a Bill Payment Check for the $225.00 balance due.
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ﬂlErevious Dﬂext ﬁ Print = | %{ Find Qh Histary Journal

Bank Accounk |1110 + Company Checking Ac..., j Ending Balance 4,595,00
Mo, 1452
Print As: Sam Subcontractar Date 04/28/2006 @
Pay to the Order of Sam Subcontractor(y) hd | 4 225,00

Two hundred bwenby-five and QOJLO0+ F k4 bbb d b bbbk d b bbbk d b bbbk d &+ nylarg

Sam Subcontrackar
PO Box 111
Address | West Charleskon, WT 05872

Balance due after "Barter']

Mema

Bill Payment Information: " Tabe prinked
P...| Date Due Wendor Ref, Mo, Bill Am. Ak, Due Disc, Date | Amt. Paid

L4

Clear Splits | Recalculate | Discounts Save & Close Rewverk |

This completes the barter transaction, with correct accounting, and if you were to open the Register for the Barter
Account you would see the following.

Dake Ref Payee Decrease i Increase Balance
Type Account | Memo
0312072006 59 Sam Subcontrackor(C) 400,00 400,00
CREDMEM || 1210+ Accounts Feceivable [split] |Custnmer,|'\-'endnr Credit
0312072006 5526-CR | Customer Four:Change Crders 400,00 0.00
BILLCRED 2010 * Accounts Payable Customer/vendar Credit
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