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[bookmark: _Toc235446416]1. Purpose & Scope
This Barter and Non-Cash Transaction Policy establishes the standards, procedures, and controls governing how [Company Name] accounts for barter transactions, non-cash exchanges, and non-monetary transactions. The policy ensures compliance with ASC 845 (Nonmonetary Transactions) and ASC 606 (for non-cash consideration received from customers).
This policy applies to all transactions where [Company Name] exchanges goods or services for non-cash consideration including: advertising barter (exchanging ad space or media), service exchanges (trading professional services), product swaps (exchanging inventory or equipment), licensing barter (exchanging IP or technology rights), equity received as payment for goods or services, and vendor trade credits or marketing credits.
[bookmark: _Toc235446417]1.1 Objectives
•  Ensure proper fair value measurement of non-cash transactions
•  Recognize revenue from barter transactions only when fair value is determinable
•  Prevent the use of barter transactions to inflate revenue or manipulate financial results
•  Comply with ASC 845 and ASC 606 requirements for non-monetary exchanges
•  Maintain adequate documentation of fair value determination for all non-cash transactions
•  Establish approval requirements that reflect the higher risk of misvaluation in barter arrangements
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	Term
	Definition

	Barter Transaction
	An exchange of goods or services between two parties with little or no cash involved.

	Non-Monetary Transaction
	A transaction involving the exchange of non-monetary assets or services (as distinguished from monetary assets like cash and receivables).

	Non-Cash Consideration
	Consideration received from a customer in a form other than cash (e.g., equity, goods, services, credits).

	Fair Value
	The price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants (ASC 820).

	Commercial Substance
	A transaction has commercial substance if the future cash flows of the entity are expected to change significantly as a result of the exchange.

	Advertising Barter
	An exchange of advertising services (e.g., [Company Name] provides ad space in exchange for receiving ad space from a media company).

	Trade Credit
	A credit from a vendor that can be used for future purchases rather than cash refund.

	Round-Trip Transaction
	A transaction where [Company Name] simultaneously buys and sells similar goods or services with the same counterparty, raising concerns about revenue inflation.




[bookmark: _Toc235446419]3. Policy Statements
[bookmark: _Toc235446420]3.1 Revenue Recognition for Barter
[Company Name] shall recognize revenue from barter transactions only when:
1.  The fair value of the goods or services surrendered can be determined based on comparable cash transactions with unrelated parties
2.  The transaction has commercial substance (the entity's cash flows change as a result)
3.  The fair value is not based solely on the barter transaction itself (circular valuation is prohibited)
4.  The arrangement is not a round-trip transaction designed to inflate revenue
If fair value cannot be reliably determined, the transaction shall be recorded at the carrying amount of the asset surrendered (typically resulting in no gain recognition).
[bookmark: _Toc235446421]3.2 Fair Value Hierarchy for Barter
Fair value for barter transactions shall be determined using the following hierarchy:
1.  Cash selling price for the same goods/services to unrelated customers in recent transactions (most reliable)
2.  Observable market prices for similar goods/services
3.  Independent appraisal or valuation (for unique items)
4.  Carrying amount (used when fair value cannot be determined — no revenue or gain recognized)
[bookmark: _Toc235446422]3.3 Advertising Barter
Advertising barter transactions shall be accounted for per ASC 606 and EITF 01-02: revenue is recognized at fair value only if the entity has historically received cash for similar advertising from unrelated buyers, and the fair value is based on those comparable cash transactions. If no comparable cash transactions exist, advertising barter shall be recorded at zero (no revenue, no expense). Advertising barter shall be separately disclosed in the revenue footnote.
[bookmark: _Toc235446423]3.4 Non-Cash Consideration from Customers
Per ASC 606-10-32-21, when [Company Name] receives non-cash consideration from a customer (equity, property, services): the non-cash consideration is measured at fair value, if fair value cannot be reasonably estimated, it is measured indirectly by reference to the standalone selling price of the goods/services promised to the customer, and equity received as consideration is measured at contract inception and not remeasured for subsequent changes in fair value.
[bookmark: _Toc235446424]3.5 Enhanced Approval Requirements
Due to the inherent valuation risk in barter transactions, all barter and non-cash transactions require enhanced approval regardless of amount. The Controller must approve all barter arrangements before execution. Barter transactions exceeding [$X] require CFO approval.
[bookmark: _Toc235446425]4. Roles & Responsibilities
	Role
	Responsibilities

	Controller
	Approves barter accounting treatment. Validates fair value determination. Reviews barter revenue for propriety.

	CFO
	Approves significant barter arrangements. Reviews barter activity for appropriateness.

	Revenue Accountant
	Records barter transactions per the approved methodology. Maintains barter transaction documentation.

	Business Unit / Marketing
	Proposes barter arrangements. Provides business justification. Identifies comparable cash transactions.

	Legal
	Reviews barter agreements. Evaluates enforceability. Identifies any reciprocal obligations.

	Tax
	Evaluates tax implications of barter transactions (barter income is taxable). Reviews 1099-B reporting requirements.

	External Auditor
	Reviews barter transaction accounting and fair value support. Evaluates related-party barter.




[bookmark: _Toc235446426]5. Detailed Procedures
[bookmark: _Toc235446427]5.1 Barter Transaction Approval
1.  Business unit identifies a potential barter opportunity and submits a barter request form
2.  Request includes: description of goods/services to be exchanged, counterparty, business justification, proposed fair value, and basis for fair value determination
3.  Controller evaluates: commercial substance, fair value supportability, and revenue recognition implications
4.  Legal reviews the barter agreement terms
5.  Controller (and CFO if above threshold) approves or rejects
6.  Revenue Accountant records the transaction per the approved treatment
[bookmark: _Toc235446428]5.2 Fair Value Documentation
Every barter transaction shall have a fair value memo documenting: the goods/services exchanged (both sides), the fair value determination: comparable cash transactions (dates, amounts, customers), market data sources, or appraisal reports, the fair value amount assigned, the revenue recognition treatment, and the Controller's approval.
[bookmark: _Toc235446429]5.3 Recording Barter Transactions
[bookmark: _Toc235446430]5.3.1 Fair Value Determinable
When fair value is reliably determined: revenue recognized at fair value (Dr. Barter Asset or Prepaid / Cr. Revenue), cost of the goods/services surrendered recognized as expense (Dr. COGS or Expense / Cr. Inventory or Accrued Liability), and the barter asset is expensed when consumed.
[bookmark: _Toc235446431]5.3.2 Fair Value Not Determinable
When fair value cannot be reliably determined: exchange recorded at the carrying amount of the asset surrendered, no revenue or gain recognized, and disclosure of the transaction in the financial statement notes.
[bookmark: _Toc235446432]5.4 Monitoring and Reporting
The Controller shall review all barter transactions quarterly for: appropriate fair value support, patterns suggesting revenue inflation, related-party barter (requires enhanced scrutiny), and unused barter assets (evaluate for impairment). Barter revenue shall be separately tracked and reported to the CFO as a percentage of total revenue. Material barter activity shall be disclosed to the Audit Committee.
[bookmark: _Toc235446433]5.5 Trade Credits
When [Company Name] receives trade credits from vendors (in lieu of cash refunds): record as a prepaid asset at the credit amount, expense as the credits are used for future purchases, evaluate for impairment if the credits may expire unused, and do not record as revenue (trade credits from vendors are not revenue-generating transactions).


[bookmark: _Toc235446434]6. Approval Authorities & Thresholds
	Barter Decision
	Threshold
	Approver

	Barter arrangement (any amount)
	All
	Controller review required

	Barter arrangement
	< $50K
	Controller

	Barter arrangement
	$50K - $250K
	Controller + CFO

	Barter arrangement
	> $250K
	CFO + Audit Committee notification

	Fair value methodology
	All
	Controller

	Barter with related party
	All amounts
	CFO + Audit Committee

	Advertising barter program
	All
	Controller + CMO + CFO

	Barter asset impairment
	All
	Controller




[bookmark: _Toc235446435]7. Exceptions & Escalation
Barter transactions with the same counterparty exceeding [$X] in aggregate during a 12-month period shall be reviewed by the CFO for appropriateness. Round-trip transactions (buying and selling similar items with the same party) are presumed to lack commercial substance and shall not be recorded as revenue without CFO and Audit Committee approval with documented justification. If the external auditor raises concerns about barter revenue, the matter shall be escalated to the CFO immediately.


[bookmark: _Toc235446436]8. Compliance Monitoring & Testing
•  Quarterly barter transaction review by the Controller
•  Quarterly barter revenue as a percentage of total revenue tracking
•  Annual barter asset review for impairment
•  Annual review of barter programs for continued business justification
•  Annual tax reporting review (1099-B for barter)
[bookmark: _Toc235446437]8.1 Key Metrics
	Metric
	Target

	Barter revenue as % of total revenue
	< [X%] (monitor for unusual increases)

	Barter transactions with fair value documentation
	100%

	Barter assets consumed within [12] months
	[90%+]

	Round-trip transactions
	Zero

	Audit adjustments related to barter
	Zero




[bookmark: _Toc235446438]9. Related Policies & References
•  Revenue Recognition Policy
•  Related Party Transactions Policy
•  Financial Reporting Manual (fair value hierarchy)
•  ASC 845, Nonmonetary Transactions
•  ASC 606-10-32 (Non-Cash Consideration)
•  ASC 820, Fair Value Measurement
•  EITF 01-02, Advertising Barter Transactions
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[bookmark: _Toc235446440]Appendix A — Barter Request Form
	Field
	Description

	Requestor
	Name and department

	Counterparty
	Company name and relationship

	Goods/services provided by [Company Name]
	Description and normal selling price

	Goods/services received
	Description and estimated value

	Fair value basis
	Comparable cash transactions / market data / other

	Business justification
	Why barter rather than cash transaction

	Revenue recognition treatment
	Per Controller determination

	Approval
	Controller (+ CFO if above threshold)
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	Field
	Description

	Transaction ID
	Unique identifier

	Date
	Transaction date

	Counterparty
	Name

	Given
	Description and fair value of goods/services provided

	Received
	Description and fair value of goods/services received

	Revenue recorded
	Amount recognized as revenue

	Barter asset balance
	Unused value of goods/services received

	Fair value memo reference
	Link to the supporting documentation
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