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How to Use This Toolkit 
 
 
This toolkit provides the complete grant management framework for municipal finance staff responsible 
for federal, state, and private grant funds. Grant compliance is one of the highest-risk areas in municipal 
finance — inadequate documentation can result in questioned costs, required repayment of funds, and 
jeopardized future funding. 
 

This toolkit covers: 
• Setting up a grant file at the time of award 
• The allowable cost principles that govern every grant charge 
• Procurement documentation requirements for grant-funded purchases 
• How to track grant expenditures in QuickBooks 
• Preparing and submitting drawdown requests and financial reports 
• Match and cost share documentation 
• Grant closeout procedures 
• Common audit findings and how to prevent them 

 

Regulatory Framework — Grant Compliance 

2 CFR Part 200 (Uniform Guidance) — The federal regulation governing all aspects of federal grant administration: 
allowability, cost principles, procurement, reporting, and audit requirements. 
Single Audit Threshold: Municipalities expending $750,000 or more in federal awards in a fiscal year must undergo 
a Single Audit under 2 CFR Part 200 Subpart F. 
Alaska DCCED Grant Management Standards — State grants administered through the Department of 
Commerce, Community, and Economic Development carry additional Alaska-specific requirements. 
GASB Statement No. 33 — Establishes accounting and reporting standards for government grants and other 
nonexchange transactions. 
Record Retention: 2 CFR 200.334 requires grant records to be retained for 3 years after the final expenditure 
report is submitted (longer if audit, litigation, or claim is pending). 
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Section 1: Setting Up the Grant File at Award 
 
 
Every grant must have its own dedicated file from the day the award is received. Do not wait until the 
auditor asks for documentation — build the file from day one. The file structure below should be replicated 
for every active grant. 
 

Grant File Folder Structure 

Subfolder Contents 

A — Award Documents Signed grant agreement, all amendments, award notification letter, approved 
budget 

B — Correspondence All emails, letters, and communications with the grantor agency 

C — Budget and Modifications Approved grant budget, any budget modification requests and approvals 

D — Drawdowns / 
Reimbursements 

All drawdown requests submitted, with supporting calculations and backup 
invoices 

E — Financial Reports (FSRs) All Financial Status Reports as submitted, with backup documentation 

F — Performance / Progress 
Reports 

All narrative and performance reports submitted to the grantor 

G — Procurement Records Bid documents, quotes, vendor selection documentation, sole source 
justifications 

H — Expenditure Support Vendor invoices, receipts, payroll records, and timesheets charged to the grant 

I — Match / Cost Share Documentation of local match contributions, in-kind records, and calculations 

J — Closeout Final reports, certifications, closeout correspondence, and final reconciliation 
 

Grant Setup Checklist — Complete Within 10 Days of Award 

✓ New Grant Setup Checklist 

□ Grant file created with all subfolders (A through J) 

□ Signed grant agreement filed in Subfolder A 

□ Approved grant budget filed in Subfolder C 

□ Grant period of performance dates recorded: Start __________ End __________ 

□ Separate QuickBooks class or job code created for this grant 

□ Grant added to the active grant inventory tracker (see Section 2) 
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✓ New Grant Setup Checklist 

□ Reporting deadlines identified and added to the finance calendar 

□ Match/cost share requirements identified and documented 

□ Procurement requirements reviewed (see Section 4) 

□ Mayor and council informed of the award and any compliance requirements 
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Section 2: Grant Inventory Tracker 
 
 
Maintain a single master tracker listing every active grant. Update it monthly. This tracker is your central 
reference for all grant deadlines, balances, and status information. Provide a copy to your auditor at the 
start of fieldwork. 
 

Grant Inventory Tracker Fields 

Field What to Record 

Grant Name The official name of the grant program 

Grantor Agency The federal or state agency providing the funds (e.g., HUD, USDA, Alaska 
DCCED) 

Grant / Award Number The unique identifier assigned by the grantor 

CFDA / ALN Number The Catalog of Federal Domestic Assistance number (federal grants only) — 
required for SEFA 

Award Amount Total grant amount awarded 

Period of Performance Start date and end date of the grant 

QB Class / Job Code The QuickBooks class or job code used to track this grant 

Match Required? Yes/No — if yes, the required match amount and type (cash or in-kind) 

Reporting Schedule Quarterly, semi-annually, or other — with specific due dates 

Cumulative Expenditures to 
Date 

Total charged to the grant in QuickBooks as of the tracker update date 

Remaining Balance Award amount minus cumulative expenditures 

Next Report Due Date The next FSR, performance report, or drawdown deadline 

Status Active, Pending Closeout, or Closed 
 

ℹ  

SEFA Preparation 
If your municipality expends $750,000 or more in federal awards, a Schedule of Expenditures of Federal Awards 
(SEFA) is required for the Single Audit. The grant inventory tracker provides the data needed to prepare the SEFA 
efficiently. 
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Section 3: Allowable Cost Principles 
 
 
Every cost charged to a federal grant must meet all four of the following tests. If a cost fails any one test, it 
is unallowable and must be removed from the grant or repaid. State grants typically follow similar 
principles — check each grant agreement for specific terms. 
 

The Four Tests of Allowability (2 CFR 200.403–405) 

Test What It Means 

1. Allowable The cost must be permitted under the grant agreement and applicable federal 
cost principles. Certain categories of costs are always unallowable (see list 
below). 

2. Allocable The cost must benefit the grant program. If a cost benefits multiple programs, it 
must be charged proportionally based on a reasonable allocation method. 

3. Reasonable The cost must not exceed what a prudent person would pay under similar 
circumstances. Extravagant or unnecessarily expensive purchases fail this test. 

4. Consistently Treated The same type of cost must be treated the same way across all funding 
sources. You cannot charge a cost to a grant that you would not charge to the 
general fund for the same purpose. 

 

Common Unallowable Costs (2 CFR 200.420–475) 

Cost Category Rule Common Mistake 

Entertainment Always unallowable under federal grants Charging meals or refreshments for staff 
meetings to a grant 

Alcoholic beverages Always unallowable Including alcohol in a grant-funded event 
catering bill 

Fines and penalties Always unallowable Charging IRS late payment penalties to a 
grant 

Fundraising costs Always unallowable Charging time spent writing other grant 
applications to a current grant 

Lobbying Always unallowable Charging travel costs for advocacy or 
lobbying activities to a grant 

Pre-award costs Unallowable unless specifically authorized 
in writing by the grantor 

Charging costs incurred before the grant 
start date 

Post-period costs Unallowable unless specifically authorized 
in writing by the grantor 

Charging costs incurred after the grant end 
date 

Costs exceeding 
approved budget 

Unallowable without a grantor-approved 
budget modification 

Overspending a budget line item without 
requesting a modification 
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Cost Category Rule Common Mistake 

General-purpose 
equipment 

May require prior approval depending on 
threshold 

Purchasing a computer for general office 
use and charging it to a specific grant 

 

! 

The Allowability Question to Ask Before Every Grant Charge 
Before recording any cost to a grant in QuickBooks, ask: Is this cost allowed by the grant agreement? Does it 
directly benefit this grant program? Is the amount reasonable? Would we charge this the same way if it were a 
general fund expense? If the answer to any question is 'no' or 'I'm not sure,' do not charge it to the grant without 
checking with your SNAPP advisor. 
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Section 4: Procurement Requirements for Grant-Funded Purchases 
 
 
When purchasing goods or services with grant funds, you must follow procurement standards that go 
beyond your city's normal purchasing procedures. Federal grants require competitive procurement at 
specified dollar thresholds. Failure to document proper procurement is one of the most common Single 
Audit findings. 
 

Federal Procurement Thresholds (2 CFR 200.320) 

Procurement Method Threshold Documentation Required Key Rules 

Micro-purchase Up to $10,000 (or your 
city's lower threshold) 

Invoice or receipt showing price 
paid 

No competitive quotes required. 
Distribute purchases equitably 
among vendors; do not split 
purchases to stay under threshold. 

Small purchase 
(Simplified Acquisition) 

$10,001 – $250,000 Written quotes from at least 2 
vendors; documentation of 
selection rationale 

Price or rate quotations must be 
obtained from an adequate number 
of qualified sources. Document why 
selected vendor was chosen. 

Sealed bids (Formal 
Advertising) 

Over $250,000 for 
construction 

Public advertisement, sealed bid 
submissions, bid tabulation, 
award to lowest responsive 
bidder 

Formal process with public notice. 
Bids must be publicly opened. 
Award to lowest responsive, 
responsible bidder. 

Competitive proposals 
(RFP) 

Over $250,000 for non-
construction 

Public solicitation, evaluation 
criteria, written evaluation, 
award documentation 

Must publicize the RFP. Evaluate 
using criteria in the solicitation. 
Document the evaluation and 
selection process. 

Sole source / Non-
competitive 

Any amount — requires 
justification 

Written sole source justification 
documenting why competition 
was not feasible 

Only allowed when: item available 
from only one source, emergency, 
grantor approves, or competition 
after solicitation is inadequate. 

 

Procurement Documentation Checklist 

✓ Grant Procurement Checklist 

□ Written procurement policy on file that meets 2 CFR 200.318–327 requirements 

□ For purchases $10,001–$250,000: at least 2 written quotes obtained and documented 

□ For purchases over $250,000: formal sealed bid or RFP process followed 

□ Vendor selection rationale documented in writing 

□ Sole source justification on file for any non-competitive procurement 
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✓ Grant Procurement Checklist 

□ Conflict of interest certification completed (no staff or officials have financial interest in vendor) 

□ Debarment and suspension verification completed (checked SAM.gov for each vendor over $25,000) 

□ Contract or purchase order executed before goods/services were received 

□ All procurement records filed in grant Subfolder G 

 

Common Procurement Pitfalls 

Split purchasing: Breaking a $15,000 purchase into two $7,500 orders to avoid the competitive threshold. This is a 
federal violation. 

After-the-fact procurement: Buying goods/services first, then documenting the procurement after. The 
procurement must occur before the purchase. 

Geographic preferences: Requiring or preferring local vendors without a documented basis. Federal grants 
prohibit geographic preferences (2 CFR 200.319). 

Missing debarment check: Federal regulation requires verification that vendors over $25,000 are not suspended 
or debarred. Check SAM.gov before awarding. 
No conflict of interest statement: Staff and officials involved in procurement must disclose any financial interest 
in the vendors considered. 
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Section 5: Tracking Grant Expenditures in QuickBooks 
 
 

Setting Up Grant Tracking 
Every grant must be tracked separately in QuickBooks using either the Class feature or the Job Code 
feature. This allows you to run a report at any time showing exactly how much has been charged to a 
specific grant. 
 

QuickBooks Version Setup Steps 

QB Desktop — Using Classes 1. Go to Edit > Preferences > Accounting > Company Preferences > Enable 
class tracking. 2. Go to Lists > Class List > New. 3. Create a class for each grant 
(e.g., 'GRANT-HUD-2024' or 'GRANT-DCCED-Water'). 4. When entering any 
transaction charged to a grant, assign the grant class in the Class column. 

QBO — Using Categories 1. Go to Settings > Account and Settings > Advanced > Categories > Turn on 
tracking. 2. Go to Settings > All Lists > Categories. 3. Create a category for each 
grant. 4. Assign the category when recording grant transactions. 

 

Running Grant Reports 

Report Needed How to Run It 

Total expenditures for a 
specific grant 

QB Desktop: Reports > Company & Financial > Profit & Loss by Class. Filter to 
the grant class. Set date range to grant period. QBO: Reports > Profit and Loss. 
Customize > Filter by Category (select the grant). 

Expenditure detail for 
drawdown backup 

QB Desktop: Reports > Accountant & Taxes > General Ledger. Filter by class. 
QBO: Reports > Transaction Detail by Category. 

Comparison of grant spending 
to budget 

Export the QB grant report to Excel. Create a column for approved grant budget 
amounts. Calculate remaining balance per line item. 

 

ℹ  

The Reconciliation Rule 
The total expenditures shown in your QuickBooks grant report must match exactly the total expenditures reported 
on your drawdown requests and Financial Status Reports. If they do not match, the auditor will flag the 
discrepancy. Reconcile every drawdown and FSR to QuickBooks before submitting. 
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Section 6: Drawdown Requests and Financial Reporting 
 
 

Preparing a Drawdown / Reimbursement Request 

Step Action 

1. Run the QB grant report Filter QuickBooks to the grant class for the drawdown period. Print the report. 

2. Match expenditures to 
invoices 

For every line item on the drawdown, confirm you have the supporting vendor 
invoice, receipt, or payroll record. 

3. Complete the drawdown 
form 

Fill in the grantor's drawdown form using the QB report totals. Amounts must 
match the QB report exactly. 

4. Attach backup 
documentation 

Attach copies of vendor invoices and payroll records supporting each line item 
on the drawdown. 

5. Mayor review and signature The mayor or authorized official reviews the drawdown package and signs 
before submission. 

6. Submit and file Submit the drawdown to the grantor. File the complete package (form + backup 
+ signed copy) in Subfolder D. 

 

Financial Status Report (FSR) Preparation 

Step Action 

1. Reconcile QB to prior FSR Confirm that the cumulative totals on the new FSR begin where the prior FSR 
ended. There should be no gaps or overlaps. 

2. Run the QB grant report for 
the reporting period 

Set the date range to the FSR reporting period. Totals must match what you will 
report. 

3. Complete the FSR form Use the grantor's template. Report revenues (grant funds received) and 
expenditures by budget category. 

4. Document any variances If actual spending differs significantly from the approved budget, prepare a brief 
explanation. 

5. Mayor review and signature Mayor reviews the FSR for accuracy and signs before submission. 

6. Submit by the deadline and 
file 

Submit on time. File the complete FSR package (form + QB report backup) in 
Subfolder E. 

 

! 
Late Reports Jeopardize Funding 
Grantors track reporting compliance. Consistently late reports can result in payment holds, reduced future 
awards, or grant termination. Add every reporting deadline to your calendar at the time of award. 
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Section 7: Match and Cost Share Requirements 
 
 
Many grants require the city to contribute a local match — a specified percentage of the total project cost 
funded with city resources. Match requirements are legally binding conditions of the grant. Failure to meet 
the required match can result in a proportional reduction of the grant award. 
 

Types of Match 

Match Type Description Documentation Required 

Cash match City spends its own general fund dollars on 
eligible grant activities 

Same documentation as any grant 
expenditure: invoices, receipts, QB 
entries coded to the grant match class 

In-kind contributions Donated goods, services, or volunteer labor 
contributed to the grant project 

Written documentation of: what was 
contributed, who contributed it, fair 
market value, date, and how the value 
was determined 

Third-party 
contributions 

Another organization contributes cash or in-kind 
to the grant project 

Letter from the contributing organization 
documenting the contribution; same 
documentation as in-kind above 

 

Match Documentation Rules (2 CFR 200.306) 
• Match contributions must be verifiable from the city's records 
• Match cannot be from another federal grant (unless specifically authorized) 
• Match must be incurred during the grant period of performance 
• Match must be for allowable costs under the grant — unallowable costs cannot count as match 
• In-kind contributions must be valued at fair market value at the time of contribution 
• Volunteer time is valued at the rate the city would pay for similar work, or at the volunteer's professional rate 

if contributing specialized skills 
 

✓ Match / Cost Share Documentation Checklist 

□ Match requirement identified and documented: ______% = $__________ 

□ Match tracking class or code set up in QuickBooks 

□ Cash match expenditures recorded with supporting invoices 

□ In-kind contributions documented with donor name, date, description, and fair market value 

□ Volunteer hours documented with names, dates, hours, tasks, and rate applied 

□ Cumulative match contributions tracked and compared to required amount monthly 
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✓ Match / Cost Share Documentation Checklist 

□ Match reported on FSRs per grantor requirements 
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Section 8: Grant Closeout Procedures 
 
 
Grant closeout begins when the grant period of performance ends. Closeout is not simply stopping 
spending — it is a formal process that must be completed within the timeframe specified by the grantor 
(typically 90 days after the end of the performance period for federal grants). 
 

Closeout Checklist 

✓ Grant Closeout Checklist 

□ All grant expenditures finalized — no costs charged after the period of performance end date 

□ Final QuickBooks grant report run and reconciled to all drawdowns and FSRs 

□ Final drawdown/reimbursement request submitted for any remaining allowable costs 

□ Final Financial Status Report (FSR) submitted to grantor 

□ Final performance/progress report submitted to grantor 

□ All required certifications completed and signed 

□ Unexpended funds returned to grantor (if required by grant terms) 

□ Match requirement confirmed met — documentation complete 

□ All procurement records complete and filed in Subfolder G 

□ Closeout correspondence filed in Subfolder J 

□ Grantor closeout confirmation letter received and filed 

□ Grant status updated to 'Closed' on the inventory tracker 

□ Records retention period noted: 3 years from final FFR submission date = __________ 

 

ℹ  

Record Retention After Closeout 
The 3-year retention clock starts when the grantor accepts the final Federal Financial Report (FFR) — not when the 
grant period ends. If the grantor has not formally accepted the final report, retention obligations continue. Retain 
records until you have written confirmation of closeout acceptance. 
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Section 9: Common Grant Audit Findings 
 
 

Finding Root Cause Prevention Consequence 

Questioned costs — 
unsupported 
expenditures 

Vendor invoices not on file 
for grant charges 

File every invoice at the time of payment. 
Never charge a cost to a grant without 
documentation. 

Must repay 
disallowed amount to 
grantor 

Questioned costs — 
unallowable charges 

Costs charged to grant that 
are prohibited 
(entertainment, alcohol, 
pre-award) 

Review allowable cost principles 
(Section 3) before every grant charge. 
When in doubt, ask. 

Must repay 
disallowed amount to 
grantor 

Procurement non-
compliance 

Competitive procurement 
not followed for purchases 
over threshold 

Follow the procurement thresholds in 
Section 4. Document every step. 

Questioned costs; 
potential suspension 
from future grants 

Missing grant agreement Signed agreement not on 
file or cannot be located 

File the signed agreement immediately 
upon receipt. Keep the original in 
Subfolder A. 

Auditor cannot verify 
grant terms, period, or 
budget 

Grant expenditures not 
tracked separately 

Grant charges commingled 
with general fund in 
QuickBooks 

Create a separate QB class for every 
grant at the time of award. 

Cannot demonstrate 
how grant funds were 
spent 

FSRs not reconciled to 
QuickBooks 

Reported amounts do not 
match QB records 

Reconcile every FSR to the QB grant 
report before submission. 

Audit finding; grantor 
may question all 
reported amounts 

Late or missing reports Reporting deadlines missed Add all deadlines to the calendar at 
award. Set reminders 2 weeks before due 
dates. 

Payment holds; 
jeopardized future 
funding 

Match shortfall Required match not met or 
not documented 

Track match monthly. Document all 
contributions at the time they occur. 

Proportional 
reduction of grant 
award 
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Master Grant Compliance Checklist 
 
 
Use this checklist for each active grant. Review quarterly. 
 
Grant Name: ________________________________     Grant #: ________________________________ 
 

Award and Setup 

✓ Award and Setup 

□ Signed grant agreement on file with all amendments 

□ Approved grant budget on file 

□ Separate QuickBooks class/job code created 

□ Grant added to inventory tracker 

□ Period of performance dates documented and monitored 

□ Reporting deadlines added to finance calendar 

□ Match requirements identified and tracking method established 

 

Ongoing Compliance 

✓ Ongoing Compliance 

□ All expenditures reviewed for allowability before recording in QuickBooks 

□ Original vendor invoices on file for every grant charge 

□ Procurement documentation complete for all purchases above $10,000 

□ Cumulative spending monitored against award amount — no overruns 

□ Spending monitored by budget category — budget modifications requested if needed 

□ No charges outside the period of performance 

□ Drawdown requests reconciled to QuickBooks before submission 

□ Mayor reviews and signs each drawdown request 

□ FSRs reconciled to QuickBooks before submission 

□ All reports submitted by deadline 

□ Match contributions documented and on track 
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Closeout 

✓ Closeout 

□ Final drawdown submitted for all remaining costs 

□ Final FSR and performance report submitted 

□ All certifications completed and signed 

□ Unexpended funds returned (if required) 

□ Grantor closeout confirmation received 

□ Status updated to 'Closed' on inventory tracker 

□ Records retention date documented: __________ 
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Disclaimer 
 
 
This toolkit is published by the Arctic Slope Community Foundation as part of the Success for Nonprofit 
Audit Preparation Program (SNAPP) Modified Virtual Support Program. It provides operational guidance for 
grant file organization and compliance. 
 
SNAPP provides advisory and technical assistance only. This document does not constitute legal, 
accounting, or audit advice. Participating municipalities remain solely responsible for: 

• Compliance with all grant agreement terms and conditions 
• Proper administration of federal and state grant funds 
• Timely submission of all required reports 
• Documentation and retention of all grant records 

 

Grant compliance requirements vary by grantor and program. Always refer to the specific grant agreement 
for applicable terms. Municipalities with complex grant questions should consult with their auditor, SNAPP 
advisor, or legal counsel. 
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