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TRADE & BARTER TRACKING

Trade and barter arrangements often start with good intentions.

A referral for services. A credit toward future work. A sponsorship
exchanged for visibility. These exchanges can feel informal — but
from a financial standpoint, they still represent business activity.

The biggest issue | see isn't that owners are doing anything
“wrong.” It's that these transactions don't hit the bank, so they're
easy to forget — and they quietly create reports that don’t match
reality.

This guide helps you recognize when trade or barter is happening,
understand why it matters, and track it in a simple, consistent way
— without turning this into tax advice.



STEP 1: RECOGNIZE WHAT COUNTS
AS TRADE OR BARTER

Trade and barter activity doesn’t always look like a direct swap.
It can include:

Services exchanged instead of cash

Credits applied to future work

Sponsorships or advertising traded for services

Discounts or waived fees in exchange for something of value

A customer who is also a vendor (money owed in both
directions)

If something of value is exchanged and no cash changes hands,
it's worth pausing and asking:

Should this be reflected in the books?



STEP 2: THE “WHY” (BEYOND
COMPLIANCE — WHY THIS MATTERS
FOR THE BUSINESS)

At a high level, the IRS treats barter as taxable income based on
the fair market value of what you receive.

But beyond compliance, there’s a bigger business reason to track
trade and barter thoughtfully.

When trade or barter activity isn't reflected in the books, it can
quietly undervalue both your income and your expenses.

If your business regularly exchanges services — for example,
trading your time or products for services you would otherwise
pay for — and nothing is recorded, your financials may suggest
the business produces less value than it actually does.

Over time, this can:

Understate the true earning power of the business

Make expenses appear artificially low

Create confusion when reviewing profitability or cash flow

Cause financials to look inconsistent to lenders, advisors, or
potential buyers



There's also a practical side many owners feel but can’t quite name.

When a business trades too often, time and resources are being
spent — but the revenue never shows up in the bank. That gap can
create the feeling that something is “off,” because it usually is.

Tracking trade and barter doesn’t mean the arrangement was a
bad idea. It simply means your books reflect the real activity of
the business, not just what moved through the bank account.

Helpful references if you want to go deeper:

« IRS Topic 420 (Bartering Income)
« Publication 525 (Taxable and Nontaxable Income)

If you participate in an organized barter exchange, you may receive
Form 1099-B reporting barter activity. If you receive one, be sure your
tax preparer has it. *



STEP 3: DECIDE THE VALUE OF THE
EXCHANGE

Trade and barter should be tracked based on fair value — what
you would normally charge (or pay) if this were a cash transaction.

This doesn’t mean the number has to be perfect. It means it
should be reasonable, consistent, and documented.

A simple way to think about it:

« If you were invoicing this normally, what would you charge?
« If you were buying this normally, what would it cost?

If the value feels unclear or uncomfortable, that's a good signal to
slow down and ask your bookkeeper or tax preparer before
moving forward.



STEP 4: CAPTURE THE MINIMUM
DOCUMENTATION

You don't need a contract the size of a mortgage.
You do need enough information to support what happened.
For each trade or barter arrangement, capture:

Date

Who it was with (business name + contact)
What you provided

What you received

Value of each side (fair value)

Whether it was immediate or a future credit

This can be documented in an email summary, a short agreement,
or even a note in your tracking log — as long as it exists.



STEP 5: PICK A TRACKING METHOD
YOU’LL ACTUALLY USE

The best system is the one you’ll maintain consistently.

Common options:

« Paper file method: Keep a dedicated folder for trade/barter
with documentation behind each transaction.
« Spreadsheet log: Track each exchange in a simple table and

attach supporting notes.
« Accounting software method (recommended if barter is

frequent): Use a dedicated tracking approach so barter
activity appears in reports and doesn’t get lost.

If you're using QuickBooks Online, you can absolutely track
trade/barter cleanly — but the exact setup should match how your
business operates and how your bookkeeper/tax preparer prefers
to see it.



STEP 6: WATCH OUT FOR THE SILENT
MESS MAKERS

These are the patterns that quietly create confusion,
misreporting, or cleanup later:

« Credits that sit for months (easy to forget and hard to
explain later)

« Work performed in one period and received in another
(timing matters)

« A customer who is also a vendor (netting activity without
tracking can distort reports)

« Barter activity that never shows up in income trends
(financials don't reflect reality)

« Trade or barter with service providers that may trigger
additional reporting requirements

None of these mean you did something wrong — they simply
mean the activity needs to be visible and intentional.



STEP 6A: A QUICK NOTE ON 1099
CONSIDERATIONS

Some trade and barter arrangements can also affect 1099
reporting, particularly when services are exchanged with
independent contractors or service providers.

If you receive services through a trade or barter arrangement, that
activity may still need to be considered when determining
whether a 1099 is required — even if no cash changed hands.

You don’t need to determine this alone. The key is awareness and
documentation so your tax preparer can assess reporting

correctly.

Related resource: 1099 Tips



STEP 7: YEAR-END REMINDER
(WHERE THIS OFTEN SHOWS UP)

Trade and barter issues usually surface at year-end, when your tax
preparer asks a simple question:

"Did you have any non-cash exchanges this year?”
If your answer is “maybe,” this guide is doing its job.

A quick review before year-end helps prevent last-minute
cleanups and helps your financials reflect what actually happened.

Related resource: Year-End Financial Checklist

STEP 8: KNOW WHEN TO ASK FOR
HELP

If trade/barter activity is becoming common, complex, or
uncomfortable to track, it may be time for a second set of eyes.

A one-time review can help:

o Identify what should be tracked
« Clarify how timing affects reporting
« Reduce future cleanup and confusion



A NOTE ABOUT PROFIT, VALUE, AND
VISIBILITY

It's common for business owners to hesitate around tracking trade
and barter because of one concern:

“If I track this, I'll have to pay taxes on it.”
That discomfort is understandable — but it's worth reframing.

Tracking trade and barter activity isnt about hiding or inflating
numbers. It's about seeing the business clearly.

When revenue is earned — even if it's used to benefit the owner or
exchanged for something non-cash — tracking it shows the true
value the business is creating. If that value benefits the owner
personally, it may later be reflected as an owner draw or similar
adjustment.

While that can feel frustrating in the short term, it provides a far
more accurate picture of what the business is capable of
producing.

Clear books support better decisions, healthier growth, and long-
term legacy — whether that means stability, reinvestment, or
eventually selling the business.



Profitability isn't the enemy. It's information.

Related resource: Download the first two chapters of Profit First to
explore how prioritizing profit supports long-term sustainability and
clarity.

FINAL THOUGHT

Trade and barter arrangements can be strategic and relationship-
driven.

The goal isn't to eliminate them — it's to understand their
impact.

When non-cash activity is tracked consistently, your financials tell
a more honest story, and decisions become clearer.

If you're unsure whether trade or barter activity is being reflected
appropriately, a one-time review can help bring clarity before it
becomes a problem.



