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Advanced Certificate in Defense Contracting and Procurement

Introduction to Defense Contracting and
Procurement

Acquisition Process – The systematic series of actions a defense department follows to identify, develop,
and procure goods or services needed to support national security objectives. It begins with a strategic
assessment of capability gaps, proceeds through requirement definition, market research, solicitation,
contract award, and ends with contract administration and performance evaluation. For example, the
Department of Defense (DoD) may determine a need for a new unmanned aerial system, initiate the
acquisition process, and ultimately award a contract to a qualified aerospace firm. Challenges include
aligning stakeholder interests, managing schedule overruns, and ensuring compliance with statutory
regulations.

Requirement Definition – The articulation of precise, measurable, and testable specifications that a product
or service must satisfy. It translates strategic objectives into technical language that contractors can
understand. A clear requirement might state that a communication system must operate across a frequency
range of 2‑4 GHz with a bit error rate below 10⁻⁶. Poorly defined requirements often lead to cost growth,
redesign, and performance shortfalls.

Market Research – The investigative activity conducted to assess the availability of commercial solutions,
identify potential suppliers, and gauge pricing trends. Market research can reveal that a commercial
off‑the‑shelf (COTS) drone meets most mission requirements, allowing the government to avoid a costly
bespoke development. The main challenge is obtaining reliable data while maintaining competition and
avoiding bias.

Commercial Off‑the‑Shelf (COTS) – Products that are readily available in the commercial marketplace and
can be purchased with minimal modification. COTS acquisition can reduce development time and cost, but
it may also introduce security vulnerabilities if the product is not hardened for defense use. An example is
the procurement of standard laptop computers for office environments.

Government‑Off‑the‑Shelf (GOTS) – Software or hardware developed by government agencies and made
available to other agencies without licensing fees. GOTS solutions can be attractive for interoperability but
may lack the commercial support and rapid innovation cycles of COTS items.

Request for Proposal (RFP) – A formal solicitation document that outlines the government’s requirements,
evaluation criteria, and contract terms, inviting vendors to submit detailed proposals. An RFP for a satellite
communications system would require technical approaches, cost breakdowns, and past performance
evidence. The RFP phase is critical because it shapes the competition and influences the final selection.
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Request for Quote (RFQ) – A solicitation used when requirements are well defined and price is the principal
factor. RFQs are common for low‑value purchases or when the government seeks a single source vendor.
For instance, an RFQ may be issued for the supply of uniform fabric, where technical specifications are
standardized.

Invitation to Bid (ITB) – Similar to an RFQ, an ITB invites contractors to submit sealed bids. The contract is
typically awarded to the lowest responsive and responsible bidder. The ITB process emphasizes
transparency and fairness, but it can discourage innovative solutions.

Statement of Work (SOW) – A narrative description of the tasks, deliverables, performance standards, and
schedule required under a contract. The SOW defines the scope of work and serves as the basis for
measuring contractor performance. A poorly drafted SOW can lead to disputes over deliverables.

Performance Work Statement (PWS) – A results‑oriented SOW that focuses on measurable outcomes rather
than prescribing how work must be performed. The PWS encourages contractors to use best‑in‑class
methods to achieve the desired results. For example, a PWS for logistics support might specify “maintain
95 % on‑time delivery” without dictating the transportation mode.

Contract Type – The classification of a contract based on how risk and payment are allocated between the
government and the contractor. Common types include Fixed‑Price, Cost‑Reimbursement,
Time‑and‑Materials, and Indefinite‑Delivery/Indefinite‑Quantity (IDIQ). Selecting the appropriate contract
type is essential to balance cost control with flexibility.

Fixed‑Price Contract – A contract where the price is set at the time of award and does not change regardless
of the contractor’s incurred costs. This type transfers cost risk to the contractor and is suitable when
requirements are well defined. However, it may discourage contractors from absorbing unforeseen
expenses, potentially leading to performance issues.

Cost‑Reimbursement Contract – A contract that compensates the contractor for allowable and reasonable
costs incurred, plus a fee. This type is used when requirements are uncertain or when technical risk is high.
The government bears more cost risk, requiring robust oversight to prevent cost overruns.

Time‑and‑Materials (T&M) Contract – A contract that pays for labor hours at fixed rates plus the cost of
materials. T&M contracts are appropriate for services where the exact quantity of work cannot be
predetermined. They demand diligent monitoring to avoid uncontrolled spending.

Indefinite‑Delivery/Indefinite‑Quantity (IDIQ) – A contract vehicle that provides for an indefinite quantity of
supplies or services during a fixed period. IDIQs are useful for recurring needs such as maintenance or spare
parts. Task orders or delivery orders are issued against the IDIQ to fulfill specific requirements.

Task Order – An order issued under an IDIQ contract that defines a particular scope of work, schedule, and
price for a single performance. Task orders allow the government to leverage a pre‑established pool of
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contractors while maintaining flexibility. Challenges include ensuring that each task order aligns with the
overarching contract objectives.

Delivery Order – Similar to a task order but typically used for the procurement of supplies rather than
services. A delivery order may request a set quantity of ammunition or uniform items under an IDIQ supply
contract.

Contractor Performance Assessment Reporting System (CPARS) – An electronic database that records
contractor performance on government contracts. CPARS entries influence future source selection decisions.
Contractors must maintain high performance ratings to remain competitive in the defense market.

Past Performance – Evidence of a contractor’s historical ability to successfully execute contracts. Past
performance is evaluated through CPARS, debriefings, and other sources. It is a key factor in source
selection because it provides insight into risk.

Source Selection – The process of evaluating proposals and awarding a contract based on criteria such as
cost, technical merit, and past performance. The source selection board (SSB) conducts the evaluation,
documents findings, and recommends award. Transparent source selection mitigates protest risk.

Best‑Value Trade‑off – A source selection approach that balances cost with qualitative factors to achieve the
best overall value. The government may accept a higher price if the contractor demonstrates superior
technical capability or reduced risk. Proper documentation of the trade‑off is essential to defend the
decision.

Protest – A formal challenge filed by an interested party alleging that a contract award was improper.
Protests can be lodged with the Government Accountability Office (GAO) or the Court of Federal Claims. A
protest can delay contract performance and increase administrative costs.

Government Accountability Office (GAO) – The federal agency that adjudicates procurement protests,
reviews government operations, and issues recommendations. Understanding GAO procedures helps
contracting officers prepare robust source selections and respond to protests effectively.

Federal Acquisition Regulation (FAR) – The primary set of rules governing all federal procurement activities.
FAR provides the policies, procedures, and clauses that must be incorporated into contracts. It is organized
into 53 parts covering everything from acquisition planning to contract closeout.

Defense Federal Acquisition Regulation Supplement (DFARS) – The DoD‑specific supplement to the FAR.
DFARS adds clauses, policies, and procedures that address defense‑related concerns such as cybersecurity,
foreign acquisition, and classified work. Contractors must comply with both FAR and DFARS provisions.

Clause – A specific provision within a contract that defines rights, responsibilities, and requirements.
Common clauses include “Termination for Default,” “Changes,” and “Contractor‑Provided Equipment.”
Failure to include mandatory clauses can result in contract invalidation.
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Termination for Default – A contract clause that allows the government to end a contract when the
contractor fails to perform or meet schedule requirements. The government may recover costs incurred and
may be entitled to damages. Contractors face reputational and financial consequences.

Termination for Convenience – A clause that permits the government to end a contract for any reason, even
if the contractor is performing satisfactorily. The contractor is typically entitled to reimbursement for work
performed and reasonable termination costs. This clause provides flexibility but can create uncertainty for
contractors.

Change Order – A formal amendment that modifies the scope, schedule, or price of an existing contract.
Changes may arise from evolving mission needs or technical discoveries. The contract’s “Changes” clause
governs how adjustments are negotiated and documented.

Cost Accounting Standards (CAS) – A set of standards that prescribe how contractors must allocate and
report costs when billing the government under cost‑type contracts. CAS ensures consistency, transparency,
and fairness in cost reimbursement. Non‑compliance can result in disallowed costs.

Cost Allowable – An expense that is permissible under FAR, DFARS, and CAS, and can be reimbursed to the
contractor. Examples include labor, materials, and travel that are directly related to contract performance.
Determining allowability requires careful documentation.

Indirect Cost Rate – The percentage applied to direct costs to allocate overhead expenses such as
administration, facilities, and general support. The rate is negotiated with the contracting officer and
audited by the Defense Contract Audit Agency (DCAA). Accurate rates are crucial for cost‑type contracts.

Defense Contract Audit Agency (DCAA) – The agency responsible for auditing contractor cost proposals,
forward pricing rates, and incurred costs. DCAA audits ensure that government funds are used appropriately
and that cost proposals are reasonable. Contractors must maintain adequate records to satisfy DCAA
requirements.

Forward Pricing Rate (FPR) – A provisional indirect cost rate used during proposal preparation to estimate
contract costs. The FPR is later adjusted based on actual incurred costs and audited rates. Incorrect FPRs can
lead to under‑ or over‑pricing, affecting profitability.

Earned Value Management (EVM) – A performance measurement technique that integrates scope, schedule,
and cost data to assess project health. EVM calculates metrics such as Cost Performance Index (CPI) and
Schedule Performance Index (SPI). Defense programs often require EVM reporting to detect variances early.

Cost Performance Index (CPI) – A ratio of earned value to actual cost. A CPI greater than 1 indicates cost
underrun, while a CPI less than 1 signals cost overrun. Monitoring CPI helps contract managers take
corrective actions before budget overruns become critical.

Schedule Performance Index (SPI) – A ratio of earned value to planned value. An SPI above 1 suggests
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ahead‑of‑schedule performance, while an SPI below 1 indicates schedule lag. SPI trends guide schedule
adjustments and resource allocation.

Contract Data Requirements List (CDRL) – A list of data deliverables that the contractor must provide to the
government, such as drawings, test reports, and software documentation. Each CDRL entry specifies format,
content, and delivery schedule. Failure to meet CDRL requirements can trigger contract penalties.

Technical Data Package (TDP) – A collection of engineering drawings, specifications, and test data that
define a product’s design. The TDP is essential for logistics support, maintenance, and future upgrades.
Protecting the TDP’s intellectual property is a key consideration.

Intellectual Property (IP) Rights – Legal rights that protect creations of the mind, such as patents, copyrights,
and trade secrets. In defense contracts, IP clauses allocate ownership or licensing rights between the
government and contractor. Negotiating favorable IP terms can impact a company’s competitive advantage.

Data Rights Clause – A contract provision that specifies the government’s rights to use, reproduce, and
disclose technical data. Common clauses include “Unlimited Rights,” “Government‑Purpose Rights,” and
“Limited Rights.” Selecting the appropriate clause balances protection of proprietary information with
government access needs.

Unlimited Rights – The government may use, disclose, and reproduce data without restriction. This level of
rights is typically granted when the data is developed with public funds and the contractor has no claim to
exclusive ownership.

Government‑Purpose Rights – The government may use and disclose data for government purposes, but
the contractor retains rights for commercial exploitation. This clause is common for dual‑use technologies
that have both defense and commercial markets.

Limited Rights – The government’s rights are restricted to internal use and limited disclosure. The contractor
retains broader rights to commercialize the data. Limited rights are often applied to software and technical
data that contain proprietary elements.

Export Control – Regulations that restrict the transfer of defense‑related items, technical data, and services
to foreign persons or countries. The primary regimes are the International Traffic in Arms Regulations (ITAR)
and the Export Administration Regulations (EAR). Compliance is mandatory to avoid severe penalties.

International Traffic in Arms Regulations (ITAR) – Controls the export of defense articles and services listed
on the United States Munitions List (USML). Contractors must obtain a license from the State Department
before sharing ITAR‑controlled data with foreign nationals. Violations can result in fines and debarment.

Export Administration Regulations (EAR) – Governs the export of dual‑use items that have both civilian and
military applications, listed on the Commerce Control List (CCL). The Bureau of Industry and Security (BIS)
issues licenses for EAR‑controlled items. Understanding the distinction between ITAR and EAR is critical for
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compliance.

Foreign Military Sales (FMS) – A government‑to‑government program that enables allied nations to
purchase U.S. defense equipment and services. Contractors involved in FMS must navigate additional layers
of approval, pricing, and compliance. An example is the sale of fighter aircraft to a NATO partner.

Procurement Card (P‑Card) – A credit‑card‑like tool used for low‑value purchases, streamlining acquisition
of routine items such as office supplies. P‑cards reduce administrative overhead but require strict controls
to prevent misuse.

Small Business Set‑Aside – A procurement strategy that reserves certain contracts exclusively for small
businesses, including those owned by veterans, women, or minorities. Set‑aside programs promote
competition and foster a diverse industrial base. Contractors must meet eligibility criteria and certification
requirements.

Vendor Management System (VMS) – A digital platform that enables the government to manage supplier
information, track contract performance, and automate procurement workflows. A VMS can improve
transparency and reduce cycle time, but it requires robust data security measures.

Bid Protest – A formal objection filed by a contractor alleging that an award decision was flawed. The
protest may claim violations of FAR, bias, or improper evaluation. Prompt and thorough documentation of
the source selection process can mitigate protest risk.

Contracting Officer (CO) – The individual authorized to enter into, administer, and terminate contracts on
behalf of the government. The CO holds the ultimate responsibility for ensuring that contracts are awarded
in accordance with regulations and that contractor performance meets expectations.

Contracting Officer Representative (COR) – The government official designated to monitor contractor
performance, verify deliverables, and provide technical direction. The COR acts as the day‑to‑day liaison
between the government and contractor. Effective communication between the COR and CO is essential for
contract success.

Acquisition Workforce – The collection of professionals involved in the procurement lifecycle, including
program managers, engineers, logisticians, and contracting officers. Maintaining a skilled acquisition
workforce is a strategic priority for the DoD, as it directly impacts acquisition efficiency and effectiveness.

Acquisition Strategy – A plan that outlines how a capability will be procured, including the selection of
contract types, competition levels, and risk mitigation measures. An acquisition strategy may recommend a
hybrid approach that combines a fixed‑price base with cost‑type options for research phases.

Life‑Cycle Cost (LCC) – The total cost of ownership of a system from development through disposal,
encompassing acquisition, operation, maintenance, and support. LCC analysis helps decision‑makers select
solutions that offer the best value over the system’s lifespan.
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Operational Test and Evaluation (OT&E) – The phase in which a system is tested under realistic conditions to
assess its performance, reliability, and suitability for mission use. Successful OT&E is a prerequisite for
full‑rate production. Failure can lead to redesign or cancellation.

Full‑Rate Production (FRP) – The stage at which a system transitions from low‑rate or limited production to
mass production, delivering the quantities required to meet operational demand. FRP decisions are based
on successful OT&E, cost analyses, and readiness assessments.

Logistics Support Analysis (LSA) – An engineering process that evaluates the support requirements of a
system, including spare parts, maintenance procedures, and training. LSA informs the development of the
supply chain and helps reduce lifecycle costs.

Supply Chain Management (SCM) – The coordination of activities involved in sourcing, manufacturing, and
delivering goods and services. In defense, SCM must address security, reliability, and compliance with
government regulations. Disruptions in the supply chain can jeopardize mission readiness.

Earned Value (EV) – The monetary value of work actually performed, derived from the budgeted cost of
scheduled work. EV provides a basis for comparing planned versus actual performance. Accurate EV
calculations depend on reliable work breakdown structures.

Budgeted Cost for Work Scheduled (BCWS) – Also known as Planned Value, this metric represents the
budgeted cost of work that should have been completed by a specific point in time. BCWS is used as a
benchmark against Earned Value.

Budgeted Cost for Work Performed (BCWP) – Equivalent to Earned Value, BCWP quantifies the budgeted
cost of work that has actually been completed. Comparing BCWP to BCWS reveals schedule performance.

Actual Cost (AC) – The real cost incurred to date for work performed. Comparing AC to BCWP yields the
Cost Performance Index, indicating cost efficiency.

Earned Value Management System (EVMS) – A formal system that integrates project management and
accounting data to provide comprehensive performance reporting. An EVMS must be certified to meet DoD
standards and is often required for high‑value programs.

Contract Modification – Any change to the terms, scope, or price of an existing contract, documented
through a formal amendment. Modifications can be initiated by the government or contractor and must be
authorized by the CO.

Contractor Performance Evaluation System (CPARS) – An automated system that captures performance data,
including technical, cost, schedule, and management criteria. CPARS entries influence future award decisions
and are used by acquisition officials to assess risk.

Debriefing – A meeting conducted after contract award where the government provides feedback to
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unsuccessful offerors. Debriefings promote transparency and help contractors improve future proposals.
They must be conducted promptly and include rationale for award decisions.

Contractor Business Ethics – The set of standards and practices that govern conduct, including
conflict‑of‑interest avoidance, anti‑bribery compliance, and adherence to procurement regulations.
Violations can result in sanctions, debarment, or criminal prosecution.

Debarment – The exclusion of a contractor from participating in federal contracts for a specified period due
to violations such as fraud, corruption, or non‑performance. Debarment can severely impact a company’s
revenue and reputation.

Industrial Base Assessment – An evaluation of the health and capability of the domestic defense industrial
base, focusing on factors like production capacity, workforce skills, and supply chain resilience. The
assessment informs policy decisions and investment priorities.

Strategic Sourcing – A procurement approach that consolidates spend, leverages volume, and aligns
sourcing decisions with long‑term strategic goals. In the defense sector, strategic sourcing may target
high‑value categories such as avionics or cybersecurity services.

Cost‑Benefit Analysis (CBA) – A systematic approach to compare the costs and benefits of alternative
solutions, often expressed in monetary terms. CBA assists decision‑makers in selecting options that provide
the greatest net benefit.

Risk Management – The process of identifying, assessing, and mitigating potential threats to project
success. Defense acquisition employs tools such as risk matrices, Monte Carlo simulations, and contingency
planning to manage uncertainty.

Contingency Reserve – Funds set aside to address identified risks that may materialize during contract
performance. Contingencies are included in cost estimates and must be justified in the acquisition plan.

Earned Value Baseline (EVB) – The approved plan that defines the schedule, scope, and cost against which
performance is measured. Maintaining an accurate EVB is essential for reliable Earned Value reporting.

Milestone Decision Authority (MDA) – The senior official responsible for approving progression from one
acquisition phase to the next, based on criteria such as technology readiness and cost estimates. The MDA’s
decisions shape program momentum and funding.

Technology Readiness Level (TRL) – A scale ranging from 1 (basic principles observed) to 9 (actual system
proven in operational environment) that assesses the maturity of a technology. TRL assessments guide
investment decisions and risk mitigation strategies.

System Engineering Management Plan (SEMP) – A document that outlines how system engineering
activities will be conducted, including requirements management, verification, and validation. The SEMP
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ensures that engineering processes align with acquisition objectives.

Verification and Validation (V&V) – Activities that confirm that a system meets its specifications (verification)
and fulfills its intended purpose (validation). V&V are integral to ensuring product quality and mission
suitability.

Configuration Management (CM) – The discipline of controlling changes to a system’s functional and
physical attributes, ensuring that the configuration is known, documented, and maintained throughout the
lifecycle. CM prevents unauthorized alterations that could compromise performance.

Baseline – The approved version of a product’s design, requirements, or schedule at a specific point in time.
Baselines serve as reference points for measuring change and progress.

Earned Value Reporting (EVR) – The periodic communication of Earned Value metrics to stakeholders,
providing insight into cost and schedule performance. EVR formats are prescribed by the DoD to ensure
consistency.

Contractor Earned Value Management (EVM) System – The contractor’s internal system for tracking work
performance, cost, and schedule. The system must be compatible with the government’s EVMS to enable
data exchange and reconciliation.

Data Item Description (DID) – A standardized description that defines the format and content of a data
deliverable. DIDs ensure consistency across contracts and facilitate data exchange. For example,
DID‑STD‑0015 specifies the format for software documentation.

Software License Agreement (SLA) – A contract that defines the terms under which software may be used,
modified, and distributed. In defense contracts, SLAs must address security, export control, and government
rights.

Cybersecurity Requirements – Mandates that protect information systems from unauthorized access,
disclosure, or disruption. The DoD’s Cybersecurity Maturity Model Certification (CMMC) sets tiered
compliance levels that contractors must achieve to bid on certain contracts.

Cybersecurity Maturity Model Certification (CMMC) – A framework that assesses a contractor’s cybersecurity
practices across five levels, ranging from basic hygiene to advanced capabilities. CMMC compliance is
required for contracts involving controlled unclassified information (CUI).

Controlled Unclassified Information (CUI) – Information that, while not classified, requires protection due to
statutory or policy mandates. Handling CUI requires adherence to marking, storage, and transmission
protocols.

Information Assurance (IA) – The practice of protecting information and information systems by ensuring
confidentiality, integrity, availability, authentication, and non‑repudiation. IA measures are embedded in
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contract clauses and contractor policies.

Supply Chain Risk Management (SCRM) – The identification and mitigation of risks associated with
suppliers, sub‑contractors, and logistics pathways. SCRM includes vetting suppliers for reliability, security,
and compliance with export controls.

Debriefing Letter – A written summary provided to an offeror after a source selection, outlining the
strengths and weaknesses of the proposal. The letter must be factual, non‑discriminatory, and delivered
within the timeframe prescribed by FAR.

Acquisition Regulation (AR) – The overarching set of policies that govern procurement activities,
encompassing FAR, DFARS, and agency‑specific supplements. The AR provides the legal framework that
ensures fairness, competition, and accountability.

Acquisition Planning – The process of defining acquisition objectives, developing a schedule, and allocating
resources. Effective planning reduces risk, improves cost predictability, and aligns stakeholder expectations.

Strategic Procurement – The alignment of procurement activities with broader organizational goals, such as
strengthening domestic industrial capabilities or fostering innovation. Strategic procurement may involve
long‑term agreements, joint research initiatives, or technology transfer programs.

Joint Procurement – The collaborative acquisition of goods or services by multiple agencies or allied
nations. Joint procurement can achieve economies of scale, reduce duplication, and promote
interoperability. Coordination challenges include harmonizing requirements and legal authorities.

Procurement Ethics – The principles that guide conduct in acquisition activities, emphasizing integrity,
transparency, and avoidance of conflicts of interest. Ethics training is mandatory for acquisition personnel to
maintain public trust.

Conflict of Interest (COI) – A situation where a personal or financial interest could compromise an
individual’s judgment in the procurement process. COI disclosures and mitigations are required to preserve
fairness.

Acquisition Workforce Development – Initiatives aimed at recruiting, training, and retaining skilled
professionals in the acquisition community. Programs such as the Defense Acquisition University (DAU)
provide certification and continuing education.

Defense Acquisition University (DAU) – The primary educational institution for the DoD acquisition
workforce, offering courses on contracting, program management, and logistics. DAU certifications are
often prerequisites for senior acquisition roles.

Cost Estimating Relationship (CER) – A statistical model that correlates cost drivers (e.g., weight, power) with
total cost, used to develop reliable cost estimates. CERs are derived from historical data and are essential for
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budgeting.

Life‑Cycle Sustainment – The activities required to keep a system operational throughout its service life,
including maintenance, upgrades, and eventual disposal. Sustainment planning begins early in the
acquisition cycle to ensure affordability.

Disposal Management – The process of safely retiring and disposing of equipment at the end of its useful
life, complying with environmental regulations and security requirements. Disposal may involve
demilitarization, recycling, or donation.

Contractor Business Continuity Plan (BCP) – A documented strategy that outlines how a contractor will
maintain operations during disruptions such as natural disasters, cyber‑attacks, or supply chain
interruptions. The BCP is often required as part of a contract’s risk mitigation measures.

Performance-Based Logistics (PBL) – A logistics strategy that ties contractor compensation to measurable
performance outcomes, such as system availability or mean time between failures. PBL incentivizes
contractors to focus on results rather than merely delivering parts.

Availability – The percentage of time a system is operational and ready for use, calculated as (Uptime ÷ Total
Time) × 100. High availability is a key performance metric for mission‑critical platforms.

Mean Time Between Failures (MTBF) – A reliability metric that measures the average time elapsed between
successive failures. MTBF is used to assess component durability and to forecast maintenance needs.

Mean Time To Repair (MTTR) – The average time required to repair a failed component and restore it to
operational status. Reducing MTTR improves system availability and reduces lifecycle costs.

Logistics Support Contract (LSC) – A contract that provides maintenance, repair, and overhaul services for a
system throughout its operational life. LSCs often incorporate performance incentives to ensure timely
support.

Warranty – A contractual promise that the contractor will correct defects or replace faulty items within a
specified period. Warranty terms are negotiated to balance risk between the government and contractor.

Quality Assurance (QA) – The systematic processes that ensure products meet defined standards and
specifications. QA activities include inspections, testing, and audits, and are documented in quality plans.

Quality Management System (QMS) – An organized set of procedures and processes for achieving quality
objectives, often aligned with standards such as ISO 9001. A robust QMS supports compliance and
continuous improvement.

Inspection – The formal examination of goods or services to verify conformity with contract requirements.
Inspections may be performed by government personnel, contractor QA staff, or independent third parties.
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Non‑Conformance Report (NCR) – A documented report identifying a deviation from contract
specifications, outlining corrective actions, and tracking resolution. NCRs are essential for maintaining
product integrity.

Corrective Action Plan (CAP) – A structured approach to address identified non‑conformances, specifying
remedial steps, responsible parties, and timelines. Successful CAP implementation restores compliance and
prevents recurrence.

Earned Value Management (EVM) Integration – The alignment of contractor and government Earned Value
data to provide a unified view of program performance. Integration requires common data definitions,
synchronized reporting periods, and agreed‑upon baselines.

Contract Funding – The allocation of appropriated funds to support contract performance. Funding may be
incremental, based on milestones, or full‑rate, providing the contractor with immediate cash flow. Funding
constraints can affect schedule adherence.

Obligation – The legal commitment of funds for a specific purpose, recorded in the federal accounting
system. Obligations are made when a contract is awarded or when a purchase order is issued.

Encumbrance – The portion of an agency’s budget that is set aside for pending obligations, ensuring that
funds are not double‑spent. Encumbrances are released as contracts are executed.

Fiscal Year (FY) – The government’s accounting period, running from October 1 to September 30.
Procurement planning must align with FY budget cycles to secure funding.

Acquisition Category (ACAT) – A classification that determines the level of oversight and review required for
a program, based on cost and strategic importance. ACAT I programs exceed $480 million in FY 2024 dollars
and undergo the most rigorous review.

Milestone Review – A formal assessment of a program’s progress against predefined criteria, conducted at
key points such as Milestone A, B, and C. Successful completion of each milestone authorizes progression to
the next phase.

Milestone A – The decision point that approves technology development and the start of the engineering
and manufacturing development (EMD) phase. Milestone A assesses feasibility and risk.

Milestone B – The decision point that authorizes EMD, leading to prototype development and testing.
Milestone B evaluates technical maturity, cost estimates, and schedule feasibility.

Milestone C – The decision point that approves production and deployment, confirming that the system
meets performance, cost, and schedule targets. Milestone C is the final gate before full‑rate production.

Technology Maturation – The process of advancing a technology from concept to a demonstrable
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prototype, reducing technical risk. Maturation activities include laboratory testing, simulation, and field
trials.

Prototype Development – The creation of a functional model that validates design choices and performance
characteristics. Prototypes are used to gather data for refining requirements and cost estimates.

Risk Mitigation – Strategies employed to reduce the likelihood or impact of identified risks. Mitigation
techniques include redundancy, alternative sourcing, and schedule buffers.

Earned Value Baseline (EVB) – The approved plan that defines the schedule, scope, and cost against which
performance is measured. Maintaining an accurate EVB is essential for reliable Earned Value reporting.

Contractor Earned Value Management (EVM) System – The contractor’s internal system for tracking work
performance, cost, and schedule. The system must be compatible with the government’s EVMS to enable
data exchange and reconciliation.

Contractor Business Ethics – The set of standards governing conduct, including conflict‑of‑interest
avoidance, anti‑bribery compliance, and adherence to procurement regulations. Violations can result in
sanctions, debarment, or criminal prosecution.

Small Business Innovation Research (SBIR) – A competitive program that encourages small businesses to
engage in federal research and development with the potential for commercialization. SBIR phases include
feasibility study, prototype development, and full‑scale development.

Small Business Technology Transfer (STTR) – Similar to SBIR but requires collaboration between a small
business and a research institution. STTR promotes technology transfer and leverages academic expertise.

Cooperative Research and Development Agreement (CRADA) – An agreement that allows government labs
to collaborate with industry on joint research projects, sharing resources and expertise. CRADAs facilitate
rapid technology development while protecting proprietary information.

Commercial Participation – The involvement of commercial firms in defense procurement, often through
COTS acquisition or public‑private partnerships. Commercial participation can accelerate innovation and
reduce costs, but it must address security and compliance concerns.

Technology Transfer – The process of moving technology from the government or research institutions to
the private sector for commercial exploitation. Technology transfer can stimulate economic growth and
enhance national security capabilities.

Intellectual Property (IP) Management – The administration of rights, licensing, and protection of
proprietary technologies. Effective IP management balances government access with contractor incentives
for innovation.
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Contractor Negotiation – The dialogue between the government and a prospective vendor to refine terms,
pricing, and scope. Negotiations aim to achieve a fair and mutually beneficial agreement while adhering to
FAR principles.

Negotiation Strategy – The plan that outlines objectives, concessions, and fallback positions for the
contracting officer. A well‑crafted strategy enhances bargaining power and reduces the likelihood of
disputes.

Cost Realism Analysis – An assessment that evaluates the reasonableness of a contractor’s proposed costs,
particularly for cost‑type contracts. The analysis examines labor rates, material costs, and indirect rates to
ensure they reflect realistic expectations.

Independent Cost Estimate (ICE) – An unbiased cost estimate prepared by an agency or third party, used as
a benchmark against contractor proposals. ICEs help identify under‑ or over‑priced bids.

Contractor Cost Accounting – The system used by a contractor to track, allocate, and report costs incurred
on government contracts. Cost accounting must comply with CAS and be auditable by DCAA.

Cost Allowability Determination – The process of assessing whether a specific expense can be reimbursed
under contract terms. Determinations consider FAR clauses, CAS guidance, and contract language.

Contractor Audit – An examination of a contractor’s financial records, internal controls, and cost accounting
practices, conducted by DCAA or other oversight bodies. Audits verify compliance and identify potential
cost disallowances.

Contractor Certification – The formal acknowledgment that a contractor meets specific standards, such as
ISO 9001 for quality or CMMC Level 3 for cybersecurity. Certifications can be prerequisites for award
eligibility.

Performance Incentive Fee (PIF) – A fee paid to a contractor based on achieving specified performance
metrics, such as cost savings or schedule acceleration. PIFs align contractor incentives with government
objectives.

Award Fee – A discretionary fee awarded for exceptional performance, often determined by the contracting
officer after assessing qualitative factors. Award fees recognize contributions beyond contract requirements.

Contractor Fee – The amount of profit a contractor earns under a cost‑type contract, typically expressed as
a percentage of allowable costs. Fee determination considers risk, market conditions, and contract type.

Contractor Earned Value Management (EVM) System – The contractor’s internal system for tracking work
performance, cost, and schedule. The system must be compatible with the government’s EVMS to enable
data exchange
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