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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: 
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Step 2:  Create an Other Current Asset Account in your Chart of Accounts called “Bartering”. 
 

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

 
 
 

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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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.oo per hour.  
 

 
 
 
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. 
 

 
 
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. 
 

 
 
Step 4:  Create a Credit Memo for Sam Subcontractor (C) for $400.00 using the Cust/Vend Credit 
Item. 
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When you save the credit memo the Available Credit window will display.  Click Apply to an invoice and then click 
Ok. 
 

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

 
 
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. 
 

 
 
 
Step 6:  Click Pay & Close to create a Bill Payment Check for the $225.00 balance due. 
 



Sunburst Software Solutions, Inc.  Copyright 2000-2006.  All Rights Reserved.                        Page 7 of 8 

 
 
 
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. 
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