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Possible Defense Industry Impact of Trump’s Presidency NDIR

e Reagan-esque plans to rebuild military, increase defense spending, but unclear how
Sequestration issue gets resolved, particularly if there are plan for infrastructure spending

e Likely will be more Defense industry friendly than the last 8 years and will seek to remove
Executive Orders that have been burdensome for all sizes of companies, but as a populist
will not want to be seen as favoring big business and will be interested in ensuring that
taxpayer is getting a good deal (ie. recent comments on certain contracts — follow-on Air
Force One and JSF). Communications with labor unions and manufacturing - more in US.

— Executive Order on Jan 30 Reducing Regulations and Controlling Regulatory Costs
— Executive Order on Feb 24 Enforcing the Regulatory Reform Agenda (reg. reform officers)
— Reducing overall corporate income tax should also generally benefit Defense companies

* More nominations to appointments will be announced in the coming weeks and will have
to see who files positions below James Mattis, trend appears to desire successful
businessmen but some SecArmy and SecNavy complicated by financial holdings.
Uncertain, what will transpire with AT&L position vacancy.

« Focusinitially likely on stated top three priorities:
— Immigration

— Health care Trump presidency looks positive for defense
' Jobs industry but many variables yet unknown



Scene setter
« Trump €lection and “Trump Bump” for defense
» Trump Executive Orders on Reducing Regs.
 Trump and trade — “Buy American”; but don't overpay

« Trump address to Gongress and ~$58B DoD add
—$603B topline for FY20B request; FYT Supplemental $30B

«Qongress utilizing Gongressional Review Act of D96
— regarding rule implementing Presdent Barack Cbama's executive order on fair
pay and safe workplaces,

 Qongress and Budget:
—Possible sandalone FYT appropriations spending bill released this week ($590B);
—Defense FYZr Supplemental
—has Md-march Debt Limit deadline and GRthrough Apr 28

- Gonfirmation hearings, healthcare, and immigration

* FY20 B NDAA building off reforms from FY20T7
—Expedted in May 207
—Possble topics indude Requirements process

“Restoring American Defense” blueprint RESTORING
AMERICAN

-Judicial branch challenges to POWER
Executive Orders

i Recommendations for the FY 2018-FY 2022 Defense Budget
- _'iw Senator John McCaln, Chalrman. Senate Armed Sorvices Committes
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The White House

Office of the Press Secretary

For Immediate Release January 30, 2017

Presidential Executive Order
on Reducing Regulation and
Controlling Regulatory Costs

EXECUT IVE ORDER

REDUCING REGULATION AND COMTROLLING REGULATORY COSTS

By the authority vested in me as President by the Constitution and the laws of
the United States of America, including the Budget and Accounting Act of 1521,
asamended (31 U.S.C. 1101 etseq.}, section 1105 oftitle 31, United States Code,
and section 301 of title 3, United States Code, itis hereby ordered as follows:

Section 1. Purpose. Itis the policy of the executive branch to be prudent and
financially responsible in the expenditure of funds, from both public and
private sources. In addition to the management of the direct expenditure of
taxpayer dollars through the budgeting process, it is essential to manage the
costs associated with the governmental impoesition of private expenditures
required to comply with Federal regulations. Toward thatend, it is important
that for every one newregulation issued, atleast two prior regulations be



Possible Congressional Activity for 115" Congress “Dlh

e Confirmation hearings (executive positions, supreme court)
* Repeal of Affordable Care Act, reconciliation process

e March 16, expiration of unlimited debt ceiling; use of
“extraordinary measures”

 HASC mid-April release of draft acquisition reforms
o April 28, expiration of Dec 9, 2016, FY 177 Continuing Resolution
* Defense Funding Sequestration

 May markups of FY2018 National Defense Authorization Act
(NDAA)

e Tax reform

An ambitious year and both sides will likely

want to draw battle lines to play to their base.




Reported Common Issues Facing Manufacturers “Dlh

e Regulation and traceability across supply chain
e Product development and innovation

e Manufacturing skills gap

e Healthcare costs

* Environmental concerns and considerations

« Balancing maintenance with throughput

e Automation and robotics

While some of these issues outside our mandate, many of
these are issues that NDIA Manufacturing Division and

Policy Team can work together to study and address.




INITIAL POLICY PACKET FROM
HNATIONAL DEFENSE INDUSTRIAL ASSOCIATION (MIMLA)
FOR
TRUMP—_PENCE TRANSITION TEAM

January 11, 2017

About NDLA

For mneariy 100 years, ihe Mabtonal Defense inrdustnial Association (HDLAY and ilts predecessor ornganizations have been a
leading wvoice in the defense, industrial and technology arena. With more than 1,600 corporate members, 83,000
irdividual members, and 25 local chapters around the coumtmy.

MDA is a S01{ci3) non-profift organizaton that engages thoughtful and inowvative lieaders o promote the best policies,
practices, products and techology for warfightters and others who ensure the safety and securnnty of our natiomn.

Champion issues that contribute o the strength, resiliency and capacity of the industrial base
Build a wigonous, responsive and collaborative commundby in support of defenses and national security

Conmwvens legal and ethical forums for exchanges of deas, informmation, viewpoints and capakbilities

HNHATIONAL DEFENMSE INDUSTRIAL ASSOCLATHOM | wwese MDA org
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Key Defense lssues for the Trump-Pence Administration

Come Januwary 20, 2017, the new Commandsr-in-Chisef will e facsed with the challenges of how to best defend and securs
the American peoplke. Traming and eqguipping our Military Services is essential o this task and a vibrant indusirial base is
at the foundation. MNDLA, as a S01(c){3) charitable and educational organization and the mation's largest representative for
the industrial base with owver 1,600 corporate members, 53,000 individual memibers, and 20,000 government membeaers, s
in the ideal position to provide: insight into this key sector, and educate stakeholder on policies thiat can help to strengthen
it. Thres issuss particularly important to Admernca’™s industnal base are:

Defense Resourcing

There has been a marked decline in national defense spending as a percentage of Gross Domestic Product in recent
years. The Budget Control Act of 2011, and s defaul enforcement mechanism, seguestration, hawe installed an arbitrary
budgetary framework that is insuficient in mesting national security neasds and jeopardizes the health of America™s
imrdustrial base. Alhough compromises n 2013 and 2015 relieved some pressurs on the military expenditures,,
Seqguestraton is st to resume in Octobesr 2017, Sequesstraton’™s 1-for-1 coupling of defense with non—-defensse spaending
does not taks into accowunt dymamic, smerging security nesds. Seguestration's implementation has led to disproportionates
cuts in Procursement and Research, Development, Test, and Evaluaticn (RDT &E) accounts, despite that the main cost
drivers for the Department are located in Military Personnel and Operations & Maintenance accounts.

Exempt Defense from any Sequestration Long-ternm budget stability for Defense

Streamilining Acguisition

In recent years, Congressional and Departmeant of Defense leaders have realized the necessity for streamilining
acquisiticn and hawve shown a commiitment to improve to the Defense Acquisition System. To aid in this effort, MDA
published Pathways to Transforrmation (2014}, a report with recommendations to improwe the acquisition system, many of
which have bbeaen proposeaed or enacted in law into some form or another. The report also established guiding principles for
further acguisition reformn efforts:

Authority and Accountability: Frovide acquisition decision makers with the authority to make real
decisions, and hold them accountable for the decisions they make;

Match Requirements to Resources: Match the resources invested in the Defense Acoquisition System fo
the reguirsEmeants placed upon K, and vice versa: and

Evidence-Based Decision Making: Make decisions ab2out how to design the Defense Acguisition System
based on data and evidence.

Security Cooperation

American asrospace and defense exports prowvide an annual surplus of 5148 billion to the U_S. trade deficit. WwWhilks the
.5 i=s the largest exporter of asrospace and defense prodoucts, rends in the global marketplace are seen as imiting, to a
certain degres, the dominance of American defense companies. The lack of government contracting specialists to
administer intermatonal sales and the overburdened process to accomplish governmeant-to-govermment Forsign MMilitamy
Sales (FMS) and govermment-to-industry Direct Commercial Sales (OC5) confributes to the appeal of non-U.5. suppliers.
MATO and coaliton partners shoulkd be encouraged o procurs LS. defenss products, as these sales akd in warfighting
interoperakility, and supports the American industnal base and rade deficit_

Un-burdemn the international sales process Encourage allied partners to “Buy American™

MATIORMNAI DEFENSE INDIUASTRLAL ASSCOCLATEROM | wewsse MNOLA org
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Streamilining and Improving Defense Acquisition from Davwy 1

The Mational Defense Industrial Association (MDLAY membership embodies the full spectrum of corporats, gowermment,
academic arnd individual thooeght-leadsrs wiho champion the best policies, practices, products and technmology to ensurs
the safety and security of our nation_ We believe the fiollowing actions, which can be accomplished on first day of the
Trump-FPence Administraton, will significanthy reduce the cost of doing business for both govermment and industry,
imrcentivize investmeant in inrovative technologies, and help attract new entrants to the defense marketplace. In addition to

these tems, MDA has provided suggested areas where future government-industry dialogus would help improwve the
defense acquisition systsm.

Repeal the following Executive Orders (EO) and Presidential Memoramdwm:

= Executive Order 13673, Fair Pay and Safe Workplaces (July 31, Z2014)
- W hile the: execution the majority of this EO s curmrently blocked by a LI 5. Dhdstrict Cowrt imnjuncticn, this EO and its
implementing Federal Aoguisition Regulation (FAR) rule and Department of Labor (Dol ) Gukdkdancs installs a
duplicative oversight regime that will Blackiist alleged violators of varnows labor laws and EOCOs for wihich

adjudicative processes already exist. Further, it will lsad to schedule delays and raise the cost of doing business
with the gowvermment for good actors and small businessas.

- Executive Order 137086E, Establishing Paid Sick Leave for Federal Contractors

(September 7, 2015}

- This EO and its implementing Dol regulaton and executing FAR ruls, requires costly compliance measurses o
provide marginal benefits o employees, placing an undus burdsn on small business and those that already
prowvide genernous beaenefits to their employeses to aftract and retain top talent.

-

FPresdential Memorandum — Updating and Modemizing Owvertimme Regulations {(March 13, 2014)

- Changeses madese by this Presidential Maemorandum will cause severs dismuptions for employers and reguirs
significant compliance costs.

rulemakings:

= DFARS Cass Z2016-D017, Independent Ressarch and Development Expenses (Movember 4, 2016 ).
- This proposaed mnule will lead to the de facto erosion of the ndepeandencoce of Independent Rescarch and
Drevelopment (IR&D), is unpractical, and conficts with existing statute.
> DFARS Casse 20120022, Rights im Technical Data and Walidation of Proprietary Data Rights (June 16, 20165
- Although this proposed rule implements a stabutory reguirement, given the kength of tinne it took the Departmeaent o
diraft the proposed mele, combined with the ongoing Section 8132 Govaemment-indusitry Advisory Pancel, whiich is
analyzing the same statute, the proposed rule should be withdrawn until the panel has conchaded.

Rescind the following regulations:

= Amendments to 48 CFR Parts 231 and 242 implementing NMowvembsasr 4 20176 DFARS Case Z20185-D002 fimal rule

entitled, *“Enhancing the Effectivensess of Independent Rescearch and Development,™ at 81 FR 75008._

- The “technical interchange™ installed by this final nuke lacks the support and funding necessary to implement and
may restrict contractor's selection of IR&SD projects.

v

22 CFR Part 2002 implementing a September 14, 2016 final rule by the Mational Archives and Reoords and
Administraton sntitled, “Conbtrolled Unclassifisd Informmation,” at 81 FIR 63323,

This final mule has elicited concems and confusion in the contracting commuuniity on how it interacts with existing
reguirements to protect coversed defenss nformmation (CI). Given how steep the challenge of cybersecurity

already is, this rule should == rescinded and befiter inbegrated with existing reguirements as to not creats
overlapping framesworks._

NATIOMNAL DEFENSE INDUSTRIAL ASSOCLATERON | wevew NDAA org
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Topics for Further Government-industry Dialogue:

1. Increasing access to innovation and reducing supply chain costs through reducticons in onercous “flow down™
reqguirements.

= Reorenting auvdit and oversight practices towards innovation, and inocormporating reasonables materiality
standards o reduce burdens on small and mnontraditional buesinesses.

3. Examining domestic souwrcing reguirements to ensure the Defense Department s not precluded fromns
providing the warfighter the most technically-adwvanced capabilites, while balancing the role of American firms
and workers.

Encowraging private sechor best practices o reduce costs in sustainment_

Promoizng a highlhy-skilled | rained, and empowersd acqguisition workforce.

MNATIOMAL DEFENSE INDIUSTRLAL ASSOCLATEROM | v MDA org




Vision NDIN

NDIA is the trusted leader in defense and national security
associations

Mission Statement

NDIA engages thoughtful and innovative leaders to promote
the best policies, practices, products and technology for
warfighters and others who ensure the safety and security of

our nation.
= Champion issues that contribute to the strength, resiliency and
capacity of the industrial base

= Build a vigorous, responsive and collaborative community in
support of defense and national security

= Convene legal and ethical forums for exchange of ideas,
' information, viewpoints and capabilities



NDIA Policy NDIN
Vision
Leading ideas and influencing actions in defense of
industry and in defense of the nation

Mission Statement

To persistently monitor, collaboratively develop, and
creatively educate key stakeholders on policies critical
to national security and defense industries.

Policy as a tool for advancing NDIA's broader Vision and Mission




FY 17 NDIA Focal Areas NDIN

 Workforce Development
* Cyber Security

e Defense Resourcing

* Innovation

* International Engagement

e Sustainment and Logistics

Industrial Base
Strateqgic Vision

Technological

* Technological Superiority
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* Streamlining Acquisition




FY2017 NDIA Policy Plans

Increase NDIA exposure & impact through policy expertise
* On the Hill

*  With new Trump Administration

e In traditional and non-traditional media

* Further strategic academic/thinktank/etc. partnerships in policy
« Leveraging resources of Sr. Fellows, Divisions, and Chapters

Continue to increase policy value to our NDIA members and potential
members

« Continued excellence in summarizing/distributing key info; expand where relevant;
and responding to notices/regulations

* Producing concise, modern resources that crystallize the issues & guide discussion

Proposing innovative engagements; Standardizing processes for NDIA
policy interaction
 When and how to get engaged on issues .

« Brainstorming and cost-benefit analysis, and alternative ideas

Key FY2017 Legislative/Policy Issues include:
Budget/Defense Resourcing

Acquisition Improvement
Cyber Security




Manufacturing Division Goals NDIN

« Hfective cooperation among defense industry, university, government and
military representatives is vital to US defense manufacturing efforts. The
NDYA Manufacturing Dvision aid's industry/government/academia
Interaction in technology areas directly related to manufacturing research,
design, development, testing and production. Through such interaction, these
groups exchange information and views that benefit the development of
aavanced technology for the war fighter.

* The division works to:
— Advocate national support for defense manufacturing.
— Promote defense manufacturing excellence.

— Support promising technologies, processes and implementation
methodologies.

— (onduct manufacturing research and study efforts.
— (onduct government/industry forums focused on defense manufacturing.
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Questions/Comments
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