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Dear President Trump,

It goes without saying that supporting US businesses and US manufacturing is important.
Regardless of party lines, every legislator will tell you they are a hundred percent in support of
promoting both principles. This letter will hopefully shine some light on an area of the federal
government where the actions of government procurement officials do not support small
businesses nor those that produce US products. It is my goal, on behalf of my family’s business
and our employees, to ask for your support in taking action to review the procurement actions of
the Defense Logistics Agency (DLA).

Just one week ago on July 25", the DLA awarded a multi-line contract split up between three
vendors. One of those vendors is a big business that historically supplies Mexican end products.
One of the vendors is a small business that historically supplies Chinese end products. And the
other business, ours, is a small business producing US-made end products.

As awarded, the estimated contract value is $777.551 with 58% going to the big business
supplying Mexican products, 24% to the small business supplying Chinese products, and 18% to
my family’s small business supplying domestic end products. This, in and of itself, is not
necessarily a shame presuming the small business supplying domestic end products was
considerably higher priced. Unfortunately, we were not.

In total the DLA saved only 4.7% on the contract value by not buying 100% from the small
business producing in the US. Instead, the DLA awarded the contract strictly following a
best-price criteria. In doing so, the government netted a $38,152 savings over buying everything
from the small business producing domestic end products. Again, on a three-quarter of a million
dollar contract the government chose to support Mexican and Chinese products to the tune of
thirty-eight thousand dollars in savings.

What’s worse is that if you remove the two items procured via the small business sourcing the
products from China, what you are left with is a small business producing domestic end products
competing against a large business supplying Mexican products. By making the award to the
large business the DLA will save only $15,832 per year on a total contract value of $589,565!
That is a mere 2.6% savings!

Is a 2.6% savings more important than supporting a small business? Is that 2.6% savings more
important than creating jobs in the USA? Needless to say, the answer to any reasonable
American would be “no.”

Even if you review the savings anticipated by procuring two of the items from China, one of the
items nets out an 11.8% savings whereas the other items net out a 5.4% savings. Again, are the
cost savings justified enough not to buy US produced products?
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In our experience over this past week, as we’ve worked to develop a moving forward strategy on
how to bring this problem to light, informal surveys have been taken to see how much a typical
tax paying American would be willing to pay as a premium if they knew the federal government
would be supporting small businesses and/or US production. The results were that everyone we
talked to felt 15% to 20% preference is reasonable.

The Industrial Hardware division of the DLA Troop Support branch clearly thinks otherwise.
Maybe this is a case of “the DLA’s hands are tied and they can’t offer any sort of pricing
preference in their solicitations” because the Federal Acquisition Regulations (FAR) prohibits
such preferences. If so, then the FAR needs to be modified.

I believe, however, that the FAR does not prohibit and that the DLA did have the ability to offer
some sort of pricing preferences should they felt it prudent. Instead, the DLA chose to ignore any

such preferences. They chose to spend tax payers’ dollars to support job growth in Mexico and
China instead of here in the USA.

I won’t speak to the DLA as a whole. But I can speak to the specific branch that procures
padlocks when I say that they do not, nor have they ever, supported small businesses nor
businesses working to produce in the USA.

My family’s business is the only small business producing padlocks for the DLA in the USA,
and we only started doing so in 2009. In 2009 we earned Lockheed Martin’s trust to be their
primary sub-contractor to supply padlocks in support of the Fleet Automotive Support Initiative
(FASI) program. We moved our manufacturing away from China and to the USA to start
supplying a domestic end product.

To say it was hard work is an understatement. And now, eight years later, I challenge you to find
a better supplier of any product to the DLA than Pacific Lock Company. In these seven years we
have produced and delivered 5 million padlocks with not one return for quality problems! And,
as a “direct-to-vendor delivery” (DVD) supplier, we have delivered directly from our factory to
the warfighter on more than a hundred and four-thousand orders all with a one to three-day
turn-around time!

Because of our exceptional performance, Lockheed Martin named us one of their small
businesses of the year in 2014.

Again, I challenge you to find a better vendor to the US Government than Pacific Lock
Company. And yet, the DLA chooses to deliberately make it very, very difficult for us to earn
its business. Having a small business compete with a big business on a “level playing field”
where no preference is given is hardly fair. Having a small business producing domestic
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products compete with another small business sourcing products from China, again with no
preference given to the domestic manufacturer, is hardly a “level playing field.”

Our government should be taking reasonable steps to encourage small businesses and US
production. Awarding $451,472 in yearly sales to a large business producing a Mexican product
instead of to a small business producing a domestic product to exact a 2.6% cost savings is not
reasonable.

Once again, my intent by writing this letter is to bring to light a culture of uncaring within this
portion of the DLA. T have included the specifics to the procurement action on solicitation #
SPESEY-17-D-0550 below for your reference.

Warm regards,
//signed//

Gregory B. Waugh
President & CEO
661-294-3707, Ext. 102

gwaugh@paclock.com
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Pricirg Infarmation for DLA Salicitation # SPESEY-17-D-0 590 Awa rded 7/26/17

Far reference fshould be independenthy werified

Master Lodk Company & a large business producerthat supplies Mexican end products

Chinmos e & asmall business producerthat supplies Chines e end products

Padficlock Companyis asmall business producer that manufactures US end products

25605 Hercules Street
Valencia, CA 91355

Tel: 661-294-3707

Toll Free: 888-562-5565
Fax: 661-294-3097
www.paclock.com

What & shown below is a breakdown of the post award debriefines upplied by the DLA to Pacific Locdk Company. It detaik the initial offer from Pacific Lock, the gowernment's munter offer, and
FadficLocks final offer. Then it shows the awardees, their pricing, and the delta (percentaze ) between what Fadfic Lock offered and what the awardee offered. The infomation contained herein
& not private in anysense and all of it @n be obtained wia aFO A request. As sudh, it can be detributed freely without amncern for privacy.

Thi information has been prepared by Gregory Waugh, President of Pacific Lock Company. He canbe reached at 661-294- 2707, ext. 102 or via e-mail: gwaugh@padod.com.

Evecutive Summany: The analysis of a recently awarded contract from the DLA shows a lack of small bisiness and US manufaduring support exhibited by the DLA. Pacific Lod Company & a well
known and respeded domestics mall business producer of padlods insupport of the DLA. However, the agenoy res ponsible for procuring padlocks for the DLA continually exhibits a lack of
ancern for leweling the playing fizld especially as it relates tos mall businesses and domestic produdion.

The breakdown below clearly shows that the small bus iness producing 8 domesticend product failed to earnthe DLA%S business, on averag e, by a difference of less than 5%. Instead, the DLA
strictly made its selections on pridng alone where, insomesituatioms, the DLA made the award to the big business producing aMeximn end product sothat the DLA @muld receive one-halfof one

parcent of adiscount had thew purchased from the small business, domestic producer.

Allin all, the DLA made $2% of the award (baed ontotal expected revenue) to companies producing these products outside of the United Stat es with 55% of the total value goingtoa big
bus iness. By makingthe awards inthe mannerit did, the DLA created job growth for Mexico and China all for atotal dollarsavings of 538,152, That is a 4. P4 sawings as mmpared to ifthe DLA had
made the entire award to Padfic Lock Company.

Had the entire award gone to Pacific Lock, there would have undoubtedby been jobemwth inthe USA. A5 it is, that growth in jobs will be going to Mexico and Chinaso that DLA cansawe 4794,

Fyouwere to gnore the Chinrose products and mmpare the s avings betwean Master Lock and Padfic Lock, wou'd find that the DLA s aved only 2.8 by buying from alarge business historically
produdngin MWexico.

Dizcount from
Racific's Initial | Government's|  Pacific's Firal Moarded Estirma ted PACIOCK Priceto | Estimeted Annwal

CLIM MNEM Lyl AECY Offer Offer Offar AnErdes Price Annual Yalue g rdes Price alue if all PACLOCK
0001 5240014022452 |2E EERE] $25.80 518,61 $25.80 Chinrose 5 3540(5 150595220 11.5% 5 171,152.40
o002 r534CIE|143?063|J ZE 2202 $17.76 513.76 $17.76 Chinrose 5 16.30| % 36,5982.60 E. ¥ 5 24,107.52
o002 r534CIEIE|2914214 ZE 10&0 $59.50 5E0.16 $59.50 Masterlock |5 5253 (5 52,105 40 1.2 5 53,070.00
0004 r534CIEIE|2914212 ZE 522 $175.20 511624 $175.20 Masterlock |5 16824 (5 £7,872.42 .28 5 53,020.40
oops r534EII]14E|%434 (=8 3624 $2.96 L2423 $2.96 FACLOCK s 2965 10,919.44 5 10,919.494
0005 r534CIEIE|2914211 ZE J62 $115.80 510188 $115.50 W ter 5 11617| 5 42, 720.56 2.2 5 43,712.40
0007 r534CIEIE|292EIBIJZ ZE 240 7761 55646 $77.61 FACLOCH 5 TEL| S 12,626.40 5 15,626.40
ooz r534EIEIEI4219332 SE 159 F237 60 £194.01 F237.60 FACLOCE 5 237605 47,2240 5 47,222.40
0002 r534CIE|12699345 ZE 1265 $29.65 526,69 $29.65 FACLOCH 5 36.65|5 37,507.25 5 27,507.25
ooao r534EIE|1EIEI4518E| Eh 1038 $5.93 L4577 $5.93 FACLOCE s a3l s 5,155.24 5 6,155.34
0011 r534CIEIE|2914213 ZE 522 $29.90 52575 $29.90 Masterlock |5 2865 (5 15,655.20 0.2% 5 15, 787.20
0012 r534CIEIE|292EIBIJ4 ZE 51 §178.20 515577 $175.20 Masterlock |5 17284 (5 15, 725,44 3.Ba 5 16,216.20
o012 r534EII]E|29142[|4 SE 260 $593.00 £483.22 $593.00 Master Lock 5 ER437| % 146,736.20 4885 5 154, 120.00
0014 r534CIEIE|68215|JE ZE Gl Mo Offer o Offer Masterlock |5 55735 (5 35,670.40 5 2E,670.40
nols 5240002914210 |5E CE| F296.50 S262.76 F296.50 Master Lock 5 23994 |% 20,005.86 2.2 5 20,452 .50
0oie 240009124029 |5E 120 F35.58 L3202 F3558 FACLOCE s = &, 264960 5 4,269.60
0017 5240002320906 |2E 42 §297.00 5267.30 $297.00 Masterlock |5 29263 (5 12,282,598 1.2 5 12,474.00
nols r534EIEIE|29142E|9 SE 22 F237 60 521324 F237.60 FACLOCE 5 237605 Fe02.20 5 760320
0013 r534CIEIEI4093245 ZE 23 §178.20 516038 $175.20 FACLOCH 5 170 |5 4,052.60 5 4,092.60
o020 5240002386527  |SE ] F296.50 526322 F296.50 Master Lock 5 29247|% 1,754.82 1.4 5 1,779.00
0oz 240004092247 |SE = Mo O ffer Ma Offer Master Lock 5 B2502 |5 E,000.64 5 E,000.69
0022 5240011514202 |3E 11  §148.25 513243 $145.25 FACLOCE 5 14825 |5 1,630.7% 5 1,620.75
0oz rSBqﬂDEBBSSQTS SE 10| $593.00 L53027 $593.00 Master Lock 5 52986 |5 E252.60 0.58a 5 £,930.00

Total Annual Expected Value SFFFELL A5 G815 A656F

Asthe @mntract & cumently awarded As if PACLOCE won all items it offered

Expeded yeardys avings of: s8815228

AdergEe percemazes awings: 9.7

M aster Locktotal award: £ anam= =%

Chinrose total award: £ 18734580 ZA%

Pacific Lod: total award: £ 13803258 18%



