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Certificate in Military and Defense Project Management

Budgeting and Financial Control for Defense

Acquisition Cost — Concept: Total expense required to procure a defense asset, including research,
development, testing, and procurement. Related terms: life-cycle cost, total ownership cost. Explanation: It
aggregates all expenditures from concept to fielding. Example: The acquisition cost of a new fighter jet
includes design, prototype, production tooling, and initial unit purchase. Practical application: Budget
planners allocate funds based on acquisition cost forecasts to ensure sufficient financing for procurement
phases. Challenge: Cost overruns often arise from technical changes or schedule delays, demanding
rigorous cost-control mechanisms.

Acquisition Funding — Concept: Financial resources earmarked for procurement activities. Related terms:
defense appropriations, program budget. Explanation: Funds are allocated through legislative
appropriations and defense budget cycles to support acquisition programs. Example: An $8 billion
acquisition funding line supports the development of a new unmanned aerial system. Practical application:
Funding must align with the acquisition schedule to avoid gaps that could stall production. Challenge: Shifts
in political priorities can re-allocate funding, creating uncertainty for long-term projects.

Annual Defense Budget — Concept: The yearly financial plan for all defense activities. Related terms: fiscal
year, budget envelope. Explanation: It aggregates expenditures for operations, personnel, procurement, and
research across services. Example: The FY-2025 annual defense budget totals $750 billion, with allocations
for personnel, operations, and acquisition. Practical application: Departments submit budget requests that
are consolidated into the annual defense budget. Challenge: Balancing competing priorities while staying
within the statutory budget limit.

Allocation Formula — Concept: Method used to distribute budgeted funds among programs or services.
Related terms: cost-share, revenue allocation. Explanation: Formulas consider factors such as mission
relevance, readiness, and historical spending. Example: An allocation formula may assign 30 % of the
procurement budget to air forces, 40 % to land forces, and 30 % to naval forces. Practical application:
Ensures transparent and equitable distribution of limited resources. Challenge: Formula rigidity can impede
responsiveness to emerging threats.

Baseline Budget — Concept: The approved budget version that serves as a reference point for future
adjustments. Related terms: original budget, budget revision. Explanation: It reflects the initial financial
commitment for a program. Example: The baseline budget for a missile program is $2 billion, set at program
initiation. Practical application: Any cost changes are measured against the baseline to assess variance.
Challenge: Baseline may become outdated if program scope evolves significantly.

Budget Execution — Concept: The process of obligating, outlaying, and accounting for allocated funds.
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Related terms: obligation, expenditure. Explanation: Involves tracking actual spending against the budget
plan. Example: Monthly execution reports show that 45 % of the allocated procurement funds have been
obligated. Practical application: Enables managers to monitor cash flow and ensure timely payments to
contractors. Challenge: Delays in obligating funds can cause schedule slips and penalize contractors.

Budget Justification — Concept: Narrative that explains the need for requested funds. Related terms:
program justification, budget narrative. Explanation: Provides rationale, objectives, and expected outcomes
for each line item. Example: A budget justification for a new radar system outlines its role in enhancing
air-defense coverage. Practical application: Decision-makers review justifications to assess value and
alignment with strategic goals. Challenge: Overly technical justifications may be misunderstood by civilian
oversight bodies.

Budget Revision — Concept: Amendment to the original budget to reflect changes in scope, cost, or
schedule. Related terms: mid-year adjustment, supplemental appropriation. Explanation: Revisions are
approved through established authority channels. Example: A $150 million budget revision is submitted to
cover unexpected testing costs. Practical application: Allows flexibility to address unforeseen expenses.
Challenge: Frequent revisions can signal poor initial planning and erode confidence.

Capital Expenditure (CapEx) — Concept: Funds used to acquire or upgrade long-term assets. Related terms:
investment, fixed assets. Explanation: Includes purchases of aircraft, ships, and infrastructure that provide
benefits over multiple years. Example: The procurement of a new class of destroyers represents a major
CapEx item. Practical application: Capital budgeting analyses calculate return on investment and lifecycle
affordability. Challenge: High upfront costs require accurate forecasting to avoid budget shortfalls later.

Cost Allocation — Concept: Distribution of indirect costs to direct cost objects. Related terms: overhead,
chargeback. Explanation: Indirect expenses such as facility maintenance are apportioned based on
predefined drivers. Example: Facility overhead is allocated to program budgets using square-footage ratios.
Practical application: Provides a more accurate picture of total program cost. Challenge: Choosing
appropriate allocation bases can be contentious among stakeholders.

Cost Benefit Analysis (CBA) — Concept: Systematic approach to compare the costs and benefits of
alternatives. Related terms: economic evaluation, value-for-money. Explanation: Quantifies benefits in
monetary terms to assess net advantage. Example: A CBA shows that investing in a new training simulator
yields a $5million net benefit over ten years. Practical application: Supports decision-making for acquisition
versus sustainment options. Challenge: Assigning monetary values to intangible benefits such as morale can
be subjective.

Cost Control — Concept: Ongoing activities to keep expenditures within approved limits. Related terms:
variance analysis, budget monitoring. Explanation: Involves tracking, forecasting, and corrective actions.
Example: Cost control measures identified a $10 million variance in a vehicle program, prompting a scope
reduction. Practical application: Prevents cost overruns and protects program affordability. Challenge:
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Balancing cost restraint with mission requirements may lead to trade-offs.

Cost Estimate — Concept: Approximation of the total cost of a program or project. Related terms: estimate at
completion (EAC), budget estimate. Explanation: Developed using historical data, parametric models, and
expert judgment. Example: A preliminary cost estimate for a next-generation missile is $800 million. Practical
application: Guides funding requests and risk assessments. Challenge: Uncertainty increases with program
maturity, making early estimates less reliable.

Cost Estimate Baseline (CEB) — Concept: The approved cost estimate that serves as a benchmark for
performance measurement. Related terms: budget baseline, performance baseline. Explanation: Reflects the
agreed-upon cost at a specific point in time. Example: The CEB for a naval ship program is $3 billion,
established after the design review. Practical application: Earned value management compares actual cost
against the CEB. Challenge: Baseline adjustments may be needed if requirements change significantly.

Cost Management Plan — Concept: Document outlining how costs will be planned, structured, and
controlled. Related terms: financial management plan, risk management plan. Explanation: Specifies cost
estimating methods, reporting formats, and control thresholds. Example: The plan mandates monthly cost
variance reports for all acquisition programs. Practical application: Provides a roadmap for consistent cost
oversight across projects. Challenge: Implementation requires disciplined data collection and stakeholder
buy-in.

Cost Overrun — Concept: Situation where actual costs exceed the budgeted amount. Related terms: budget
variance, excess cost. Explanation: May result from schedule delays, scope creep, or inaccurate estimates.
Example: A $2billion aircraft program experiences a $300 million cost overrun. Practical application: Triggers
corrective actions such as re-baselining or funding reallocation. Challenge: Large overruns can jeopardize
program continuation and erode stakeholder trust.

Cost Savings — Concept: Reductions in expenditures without compromising performance. Related terms:
efficiency gains, budget reduction. Explanation: Achieved through process improvement, technology
adoption, or contract renegotiation. Example: Implementing a lean acquisition process saved $50 million on
a logistics support contract. Practical application: Savings can be re-invested in other capability gaps.
Challenge: Savings must be verified and sustainable over the program lifecycle.

Cost-Share Agreement — Concept: Arrangement where multiple parties contribute financially to a joint
project. Related terms: partner funding, joint development. Explanation: Defines each party’s contribution
and benefit share. Example: A cost-share agreement between two allied nations funds a shared radar
development program, each covering 50 % of costs. Practical application: Enables pooling of resources for
high-cost technologies. Challenge: Aligning differing acquisition policies and timelines can be complex.

Defense Budget Cycle — Concept: Sequence of events from budget formulation to execution and audit.
Related terms: fiscal year, budget authority. Explanation: Typically includes planning, submission, legislative
approval, execution, and oversight phases. Example: The U.S. Defense budget cycle spans from the
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President’s budget request in February to execution in the following October-March fiscal year. Practical
application: Provides a predictable rhythm for resource planning. Challenge: External shocks (e.G.,
Geopolitical crises) may require rapid adjustments outside the normal cycle.

Defense Financial Management System (DFMS) — Concept: Integrated software platform for budgeting,
accounting, and reporting. Related terms: enterprise resource planning (ERP), financial reporting.
Explanation: Supports real-time visibility of fund status and obligations. Example: The DFMS tracks
procurement obligations for all major acquisition programs. Practical application: Enhances transparency
and reduces manual errors. Challenge: Implementation costs and user training can be substantial.

Defense Appropriations — Concept: Legislative authority that provides funding for defense activities. Related
terms: Authorization Act, budget authority. Explanation: Appropriations are enacted annually and specify
spending limits. Example: The Defense Appropriations Act of 2025 allocates $750billion for the Department
of Defense. Practical application: Agencies cannot obligate funds beyond appropriated amounts. Challenge:
Timing mismatches between appropriations and obligations can cause cash-flow constraints.

Defense Program Review — Concept: Periodic assessment of a program'’s cost, schedule, and performance.
Related terms: Milestone Decision Authority (MDA), Program Evaluation Review Technique (PERT).
Explanation: Reviews determine continuation, modification, or termination. Example: A mid-life review
recommends extending the service life of a fleet of helicopters. Practical application: Informs senior
leadership on resource allocation decisions. Challenge: Reviews must balance objective data with political
considerations.

Defense Budget Request (DBR) — Concept: Formal submission of funding needs by the defense department
to the legislature. Related terms: budget submission, budget justification. Explanation: Includes detailed line
items for operations, procurement, research, and personnel. Example: The DBR for FY-2026 requests

$5 billion for cyber-defense initiatives. Practical application: Forms the basis for legislative deliberation and
appropriation. Challenge: Competing priorities may lead to reduced allocations.

Deferred Maintenance — Concept: Maintenance activities postponed due to budget constraints. Related
terms: maintenance backlog, deferred cost. Explanation: Accumulating deferred work can increase future
repair costs. Example: A fleet of tanks has $200 million in deferred maintenance, leading to reduced
readiness. Practical application: Tracking deferred maintenance helps prioritize funding for sustainment.
Challenge: Deferring essential upkeep can degrade platform reliability and safety.

Earned Value Management (EVM) — Concept: Integrated method for measuring project performance and
progress. Related terms: cost performance index (CPI), schedule performance index (SPI). Explanation:
Compares earned value with planned and actual costs. Example: An EVM report shows a CPI of 0.92,
Indicating a 8 % cost overrun. Practical application: Early detection of performance issues enables timely
corrective actions. Challenge: Requires accurate baseline data and disciplined reporting.

Enterprise Budgeting — Concept: Consolidated budgeting approach that aligns resources across the entire
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defense enterprise. Related terms: integrated financial planning, cross-functional budgeting. Explanation:
Breaks down silos to achieve strategic coherence. Example: Enterprise budgeting integrates acquisition,
operations, and logistics budgets for a joint force initiative. Practical application: Facilitates trade-offs and
resource optimization across domains. Challenge: Cultural resistance and data incompatibility can hinder
integration.

Financial Accountability — Concept: Obligation to manage and report funds responsibly and transparently.
Related terms: audit compliance, internal controls. Explanation: Ensures that public money is used for
authorized purposes. Example: Annual audits verify that procurement expenditures comply with regulations.
Practical application: Strengthens stakeholder confidence and reduces fraud risk. Challenge: Complex
procurement regulations increase compliance burden.

Financial Auditing — Concept: Independent examination of financial records to assess accuracy and
compliance. Related terms: GAO audit, internal audit. Explanation: Audits may focus on appropriations,
cost-allowability, and internal controls. Example: A GAO audit identified $10 million in unallowable costs in a
weapons program. Practical application: Audit findings drive corrective actions and policy improvements.
Challenge: Audits can be time-consuming and may uncover systemic issues requiring extensive remediation.

Funding Gap — Concept: Shortfall between required resources and available budget. Related terms: budget
shortfall, resource deficiency. Explanation: May delay program execution or force scope reduction. Example:
A $250 million funding gap in a satellite program forces a postponement of launch. Practical application:
Identifying gaps early enables re-prioritization or supplemental funding requests. Challenge: Persistent gaps
can erode morale and increase acquisition risk.

Funding Prioritization — Concept: Process of ranking programs based on strategic importance and
affordability. Related terms: resource allocation, priority setting. Explanation: Uses criteria such as threat
relevance, capability gap, and cost-effectiveness. Example: Funding prioritization places cyber-defense
ahead of legacy platform upgrades. Practical application: Guides decision-makers in allocating scarce
resources. Challenge: Balancing short-term operational needs against long-term capability development.

General Accounting Office (GAO) Cost Guidelines — Concept: Standards for estimating and reporting
defense costs. Related terms: GAO cost estimating handbook, defense cost guidance. Explanation: Provide
best-practice methods for cost estimation, risk analysis, and uncertainty quantification. Example: The GAO
guidelines require a 90 % confidence level for major system cost estimates. Practical application: Enhances
estimate credibility and comparability. Challenge: Strict adherence may increase estimation effort and data
collection demands.

Government Accountability Office (GAO) Audits — Concept: Independent reviews of defense financial
management practices. Related terms: performance audit, financial audit. Explanation: Assess compliance,
efficiency, and effectiveness of spending. Example: A GAO audit of a procurement contract identified
weaknesses in cost-allowability controls. Practical application: Findings inform policy reforms and corrective
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actions. Challenge: Agencies must allocate resources to address audit recommendations promptly.

Gross Budgetary Resources (GBR) — Concept: Total amount of funds authorized for a program before any
offsets or reductions. Related terms: total budget authority, gross outlay. Explanation: Represents the full
financial commitment. Example: The GBR for a missile defense program is $5 billion, before applying
cost-share offsets. Practical application: Serves as a baseline for high-level budget summaries. Challenge:
Differentiating GBR from net resources can cause confusion in reporting.

Integrated Financial Management (IFM) — Concept: Coordinated approach that aligns budgeting,
accounting, and reporting processes. Related terms: financial integration, enterprise resource planning.
Explanation: Promotes data consistency and real-time visibility. Example: IFM enables a single view of
acquisition spend across all services. Practical application: Improves decision-making speed and reduces
duplication. Challenge: Requires robust data governance and change management.

International Military Funding (IMF) — Concept: Financial contributions to multinational defense projects.
Related terms: foreign military financing, coalition funding. Explanation: May include cost-sharing,
reimbursements, or joint procurement. Example: IMF supports the development of a NATO-standardized
air-defense system, with each member contributing proportionally. Practical application: Leverages allied
resources to achieve economies of scale. Challenge: Harmonizing national procurement rules and timelines
can be intricate.

Investment Portfolio Management — Concept: Strategic oversight of multiple defense investment projects.
Related terms: project portfolio, resource optimization. Explanation: Balances risk, return, and strategic
alignment across the portfolio. Example: Portfolio analysis recommends de-investing in low-risk, low-return
legacy platforms to fund high-impact emerging technologies. Practical application: Guides senior leadership
in allocating capital. Challenge: Accurately assessing risk and benefit across disparate programs is
demanding.

Joint Budgeting — Concept: Collaborative budgeting process among multiple services or agencies. Related
terms: joint procurement, inter-agency coordination. Explanation: Aligns funding for shared initiatives.
Example: A joint budgeting effort funds a unified logistics support system serving the Army, Navy, and Air
Force. Practical application: Reduces duplication and achieves cost savings. Challenge: Differing service
priorities and budgeting cycles can impede consensus.

Lifecycle Cost (LCC) — Concept: Total cost of ownership from acquisition through disposal. Related terms:
total ownership cost, operating cost. Explanation: Includes procurement, operations, maintenance, and
end-of-life disposal. Example: The LCC of a transport aircraft over 30years is estimated at $4 billion. Practical
application: Informs trade-offs between upfront spend and long-term sustainment. Challenge: Accurate
forecasting of future operating environments and inflation adds uncertainty.

Maintenance Funding — Concept: Budget allocated for upkeep and repair of defense assets. Related terms:
sustainment budget, logistics support. Explanation: Ensures platforms remain mission-ready. Example:
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Annual maintenance funding for a fleet of submarines totals $600 million. Practical application: Scheduled
maintenance prevents unplanned downtime and extends service life. Challenge: Funding shortfalls can lead
to increased downtime and higher long-term costs.

Milestone Decision Authority (MDA) — Concept: Senior official empowered to approve program phases and
associated funding. Related terms: acquisition authority, program milestone. Explanation: Reviews technical
readiness and cost data before releasing funds. Example: The MDA approves the Engineering Development
phase of a next-generation fighter after a favorable review. Practical application: Provides accountability and
ensures funds are only committed when criteria are met. Challenge: Delays in MDA approvals can stall
program progress.

Net Budgetary Resources (NBR) — Concept: Budget amount after applying offsets, cost-shares, and other
reductions. Related terms: net outlay, adjusted budget. Explanation: Represents the actual funds the
department expects to expend. Example: The NBR for a joint missile program is $3.5 Billion, after accounting
for partner cost-share. Practical application: Used for realistic cash-flow planning. Challenge: Offsets may be
uncertain, complicating precise forecasting.

Operating Budget — Concept: Funds dedicated to day-to-day activities, including personnel, training, and
utilities. Related terms: recurrent budget, O&M budget. Explanation: Distinct from capital or acquisition
spending. Example: The operating budget for a forward operating base includes fuel, food, and security
personnel costs. Practical application: Supports mission execution and readiness. Challenge: Balancing
operating costs with limited fiscal resources can constrain capability development.

Performance-Based Budgeting (PBB) — Concept: Budgeting method linking funds to measurable outcomes.
Related terms: outcome budgeting, results-oriented budgeting. Explanation: Allocates resources based on
performance metrics such as readiness levels. Example: A PBB approach ties aircraft availability rates to
funding levels. Practical application: Drives efficiency by rewarding effective use of money. Challenge:
Defining reliable performance metrics in complex defense environments can be difficult.

Program Budget — Concept: Comprehensive financial plan for a specific acquisition or sustainment program.
Related terms: project budget, program cost estimate. Explanation: Includes all cost categories over the
program’s life. Example: The program budget for a new amphibious ship includes design, construction, and
initial support costs. Practical application: Serves as the primary reference for cost control and reporting.
Challenge: Program budgets must be regularly updated to reflect scope changes.

Program Funding Profile — Concept: Timeline showing when funds will be required throughout a program’s
life. Related terms: funding schedule, cash-flow projection. Explanation: Aligns spending with milestones
and deliverables. Example: A funding profile indicates peak spend during the production phase of a missile
system. Practical application: Helps finance officers plan appropriations and obligate funds timely.
Challenge: Unexpected delays can shift the funding profile, creating cash-flow mismatches.

Program Management Office (PMO) — Concept: Centralized entity responsible for overseeing program
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execution, budgeting, and risk management. Related terms: project management office, acquisition
oversight. Explanation: Coordinates stakeholders and ensures adherence to financial and schedule baselines.
Example: The PMO for a joint logistics platform monitors budget performance and issues monthly variance
reports. Practical application: Provides a single point of accountability for program health. Challenge: PMO
authority must be clearly defined to avoid duplication with service acquisition offices.

Program Risk Management — Concept: Systematic identification, assessment, and mitigation of risks that
could affect cost, schedule, or performance. Related terms: risk register, contingency reserve. Explanation:
Incorporates quantitative risk analysis into budgeting. Example: A risk analysis assigns a 15% contingency
reserve to cover potential supply chain disruptions. Practical application: Enhances budget resilience by
planning for uncertainties. Challenge: Over-conservative reserves can inflate budgets, while
under-estimation increases overrun likelihood.

Program Schedule — Concept: Timeline of critical events and milestones for a defense project. Related terms:
Gantt chart, milestone plan. Explanation: Links schedule to funding requirements. Example: The schedule for
a new radar system shows a 24-month development phase followed by a 36-month production phase.
Practical application: Aligns resource allocation with delivery dates. Challenge: Schedule slippages often
translate into cost overruns due to inflation and extended labor.

Program Sustainment — Concept: Ongoing support activities after a system is fielded, including logistics,
maintenance, and upgrades. Related terms: life-cycle sustainment, supportability. Explanation: Requires
dedicated budget lines separate from acquisition. Example: Sustainment funding for a fleet of aircraft
includes spare parts, training, and software updates. Practical application: Ensures continued operational
capability throughout the system’s service life. Challenge: Predicting future sustainment costs is difficult due
to technology evolution and usage patterns.

Project Accounting — Concept: Financial tracking of costs and revenues at the project level. Related terms:
cost accounting, project ledger. Explanation: Provides detailed insight into expenditures versus budget.
Example: Project accounting records show that a prototype component cost $2 million, within the allocated
$2.5 Million. Practical application: Enables precise cost control and accountability for each work package.
Challenge: Requires granular data collection and disciplined reporting.

Project Cost Baseline — Concept: Approved budget that serves as a reference for measuring cost
performance. Related terms: cost baseline, budget baseline. Explanation: Established after detailed cost
estimating. Example: The cost baseline for a software development project is $120 million. Practical
application: Earned value calculations compare actual cost to this baseline. Challenge: Baseline changes due
to scope creep can complicate performance analysis.

Project Funding Request — Concept: Formal solicitation for financial resources needed to execute a specific
project. Related terms: budget submission, funding application. Explanation: Includes justification, cost
estimate, and schedule. Example: A project funding request for a new communications satellite outlines a
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$1.2Billion requirement. Practical application: Initiates the appropriation process. Challenge: Incomplete or
unrealistic requests may be rejected or lead to later revisions.

Project Management Office (PMO) — Concept: Organizational unit that defines and maintains project
management standards. Related terms: project governance, methodology office. Explanation: Provides
templates, tools, and oversight. Example: The PMO enforces Earned Value Management across all
acquisition projects. Practical application: Promotes consistency and best practices. Challenge: Balancing
standardization with flexibility for unique project needs.

Project Schedule Baseline — Concept: Approved timeline against which actual progress is measured. Related
terms: schedule baseline, critical path. Explanation: Established after schedule development. Example: The
schedule baseline for a missile program sets a 48-month development period. Practical application: Variance
analysis identifies schedule slippage. Challenge: Baseline adjustments can mask underlying performance
issues if not justified.

Project Scope — Concept: Defined boundaries of work, deliverables, and objectives for a project. Related
terms: scope statement, requirements. Explanation: Determines the extent of funding needed. Example: The
scope of a cyber-defense platform includes hardware acquisition, software development, and training.
Practical application: Scope clarity prevents cost creep. Challenge: Scope changes often require budget
amendments and can trigger overruns.

Reliability-Based Maintenance (RBM) — Concept: Maintenance strategy that schedules upkeep based on
equipment reliability data. Related terms: condition-based maintenance, predictive maintenance.
Explanation: Optimizes sustainment funding by reducing unnecessary tasks. Example: RBM analysis predicts
a 20% reduction in spare parts inventory for a fleet of armored vehicles. Practical application: Aligns
maintenance funding with actual wear rates. Challenge: Requires robust data collection and analytics
capability.

Resource Allocation — Concept: Distribution of limited financial, human, and material assets among
competing needs. Related terms: budget distribution, funding prioritization. Explanation: Guided by
strategic objectives and risk assessments. Example: Resource allocation directs $300 million to cyber
capabilities and $200 million to legacy platform upgrades. Practical application: Ensures alignment with
defense priorities. Challenge: Competing stakeholder interests can lead to politicized allocations.

Risk Contingency — Concept: Reserved funds set aside to address identified risks. Related terms: contingency
reserve, risk allowance. Explanation: Calculated based on probability and impact assessments. Example: A
10% risk contingency is added to a high-risk technology development budget. Practical application:
Provides financial flexibility to absorb unexpected events. Challenge: Over-allocating contingency can inflate
budgets, while under-allocating increases overrun exposure.

Risk Management Framework (RMF) — Concept: Structured approach to identify, assess, and mitigate risks
throughout a program'’s life. Related terms: risk assessment, mitigation plan. Explanation: Integrates risk
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considerations into budgeting and scheduling. Example: The RMF for a new weapons system includes
cyber-security risk analysis and associated budget line items. Practical application: Aligns risk mitigation
actions with funding decisions. Challenge: Maintaining an up-to-date risk register requires continuous
effort.

Strategic Defense Budget — Concept: Long-term financial plan that aligns resources with national security
strategy. Related terms: defense strategy, budget outlook. Explanation: Covers multiple fiscal years and sets
priority areas. Example: The strategic defense budget emphasizes investment in space and cyber domains
over the next decade. Practical application: Guides high-level policy and appropriations decisions.
Challenge: Long-term forecasts must accommodate rapid technological change and geopolitical shifts.

Sustainment Funding — Concept: Ongoing budget for maintaining operational capability of fielded systems.
Related terms: life-cycle sustainment, operational support. Explanation: Covers repairs, spare parts, training,
and upgrades. Example: Sustainment funding for a fleet of helicopters includes $150 million annually for
parts and maintenance. Practical application: Directly impacts readiness and platform availability. Challenge:
Accurately projecting sustainment costs over decades is complex.

System Acquisition Cost (SAC) — Concept: Total cost of acquiring a system, including development, testing,
and initial procurement. Related terms: total acquisition cost, program cost. Explanation: Represents the
upfront financial commitment before sustainment. Example: The SAC for a next-generation air-defense
system is estimated at $4.5 Billion. Practical application: Used to compare alternatives during the acquisition
decision process. Challenge: Early estimates may have high uncertainty, requiring frequent updates.

Technical Baseline — Concept: Documented set of technical performance parameters that define a system'’s
design. Related terms: performance baseline, specification. Explanation: Serves as a reference for cost and
schedule planning. Example: The technical baseline for a radar system specifies detection range, resolution,
and power consumption. Practical application: Changes to the baseline often trigger cost and schedule
re-evaluation. Challenge: Balancing performance enhancements with budget constraints is a continual
tension.

Unfunded Requirement — Concept: Capability need identified but lacking allocated budget. Related terms:
budget shortfall, capability gap. Explanation: May be deferred or addressed through alternative funding.
Example: An unfunded requirement for additional cyber-defense personnel leads to reliance on contractors.
Practical application: Highlights priorities that may need supplemental appropriations. Challenge: Persistent
unfunded requirements can erode operational effectiveness.

Variance Analysis — Concept: Comparison of actual financial performance against budgeted figures to
identify differences. Related terms: budget variance, cost deviation. Explanation: Quantifies over- or
under-spending and investigates causes. Example: A variance analysis reveals a $25 million overspend in a
component procurement due to supplier price increases. Practical application: Informs corrective actions
such as re-baselining or cost-saving measures. Challenge: Timely detection requires accurate and

Read online: https://certificates.gsbf.co.uk/glossaries/5321146/ Greenwich School of Business and Finance - 09 Jul 2026
budgeting-and-financial-control-for-defense



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

up-to-date data.

Weighted Average Cost of Capital (WACC) — Concept: Composite rate reflecting the cost of financing a
defense project through debt and equity (where applicable). Related terms: discount rate, financial
modeling. Explanation: Used in net present value (NPV) calculations for long-term investments. Example: A
defense R&D project applies a WACC of 5% to discount future cash flows. Practical application: Assists in
evaluating the economic feasibility of major programs. Challenge: Determining appropriate capital costs for
government-funded projects can be controversial.

Work Breakdown Structure (WBS) — Concept: Hierarchical decomposition of a project into manageable
elements. Related terms: WBS dictionary, cost coding. Explanation: Facilitates budgeting, scheduling, and
performance tracking. Example: A WBS for a shipbuilding program includes modules for hull, propulsion,
combat systems, and testing. Practical application: Enables precise cost assignment to each work package.
Challenge: Maintaining alignment between WBS and evolving program requirements requires regular
updates.

Read online: https://certificates.gsbf.co.uk/glossaries/5321146/ Greenwich School of Business and Finance - 09 Jul 2026
budgeting-and-financial-control-for-defense



