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Department of Defense 227.673

Subpart 227.6—Foreign License 
and Technical Assistance 
Agreements

227.670 Scope. 

This subpart prescribes policy with 
respect to foreign license and technical 
assistance agreements.

227.671 General. 

In furtherance of the Military Assist-
ance Program or for other national de-
fense purposes, the Government may 
undertake to develop or encourage the 
development of foreign additional 
sources of supply. The development of 
such sources may be accomplished by 
an agreement, often called a foreign li-
censing agreement or technical assist-
ance agreement, wherein a domestic 
concern, referred to in this subpart as 
a ‘‘primary source,’’ agrees to furnish 
to a foreign concern or government, 
herein referred to as a ‘‘second source;’’ 
foreign patent rights; technical assist-
ance in the form of data, know-how, 
trained personnel of the primary 
source, instruction and guidance of the 
personnel of the second source, jigs, 
dies, fixtures, or other manufacturing 
aids, or such other assistance, informa-
tion, rights, or licenses as are needed 
to enable the second source to produce 
particular supplies or perform par-
ticular services. Agreements calling for 
one or more of the foregoing may be 
entered into between the primary 
source and the Government, a foreign 
government, or a foreign concern. The 
consideration for providing such for-
eign license and technical assistance 
may be in the form of a lump sum pay-
ment, payments for each item manu-
factured by the second source, an 
agreement to exchange data and patent 
rights on improvements made to the 
article or service, capital stock trans-
actions, or any combination of these. 
The primary source’s bases for com-
puting such consideration may include 
actual costs; charges for the use of pat-
ents, data, or know-how reflecting the 
primary source’s investment in devel-
oping and engineering and production 
techniques; and the primary source’s 
‘‘price’’ for setting up a second source. 
Such agreements often refer to the 
compensation to be paid as a royalty or 

license fee whether or not patent rights 
are involved.

227.672 Policy. 
It is Government policy not to pay in 

connection with its contracts, and not 
to allow to be paid in connection with 
contracts made with funds derived 
through the Military Assistance Pro-
gram or otherwise through the United 
States Government, charges for use of 
patents in which it holds a royalty-free 
license or charges for data which it has 
a right to use and disclose to others, or 
which is in the public domain, or which 
the Government has acquired without 
restriction upon its use and disclosure 
to others. This policy shall be applied 
by the Departments in negotiating con-
tract prices for foreign license tech-
nical assistance contracts (227.675) or 
supply contracts with second sources 
(227.674); and in commenting on such 
agreements when they are referred to 
the Department of Defense by the De-
partment of State pursuant to section 
414 of the Mutual Security Act of 1954 
as amended (22 U.S.C. 1934) and the 
International Traffic in Arms Regula-
tions (see 227.675).

227.673 Foreign license and technical 
assistance agreements between the 
Government and domestic con-
cerns. 

(a) Contracts between the Govern-
ment and a primary source to provide 
technical assistance or patent rights to 
a second source for the manufacture of 
supplies or performance of services 
shall, to the extent practicable, specify 
the rights in patents and data and any 
other rights to be supplied to the sec-
ond source. Each contract shall pro-
vide, in connection with any separate 
agreement between the primary source 
and the second source for patent rights 
or technical assistance relating to the 
articles or services involved in the con-
tract, that— 

(1) The primary source and his sub-
contractors shall not make, on account 
of any purchases by the Government or 
by others with funds derived through 
the Military Assistance Program or 
otherwise through the Government, 
any charge to the second source for 
royalties or amortization for patents 
or inventions in which the Government 

VerDate 0ct<09>2002 06:00 Oct 22, 2002 Jkt 197195 PO 00000 Frm 00213 Fmt 8010 Sfmt 8010 Y:\SGML\197195T.XXX 197195T


