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section 1106(a) of the 1949 Act provided that references 
in other laws to the 1923 Act should be held and consid-
ered to mean the 1949 Act, it did not have the effect of 
continuing the exceptions contained in this sentence 
because of section 1106(b) which provided that the ap-
plication of the 1949 Act to any position, officer, or em-
ployee shall not be affected by section 1106(a). The 
Classification Act of 1949 was repealed by Pub. L. 
89–554, Sept. 6, 1966, § 8(a), 80 Stat. 632 (of which section 
1 revised and enacted Title 5 into law). Section 5102 of 
Title 5 contains the applicability provisions of the 1949 
Act, and section 5103 of Title 5 authorizes the Office of 
Personnel Management to determine the applicability 
to specific positions and employees. 

AMENDMENTS 

1966—Subsec. (a). Pub. L. 89–554 repealed subsec. (a) 
which provided for the appointment, pay, and term of 
the Director of Contract Settlement. This office was 
abolished previously by Reorg. Plan No. 1 of 1947. 

1949—Subsec. (d). Act Oct. 28, 1949, substituted ‘‘Clas-
sification Act of 1949’’ for ‘‘Classification Act of 1923’’. 

REPEALS 

Act Oct. 28, 1949, ch. 782, cited as a credit to this sec-
tion, was repealed (subject to a savings clause) by Pub. 
L. 89–554, Sept. 6, 1966, § 8, 80 Stat. 632, 655. 

TRANSFER OF FUNCTIONS 

Functions of Secretary of the Treasury transferred to 
Administrator of General Services by section 102(b) of 
act June 30, 1949, ch. 288, 63 Stat. 380, which was classi-
fied to section 752(b) of former Title 40, Public Build-
ings, Property, and Works, and was repealed by Pub. L. 
107–217, § 6(b), Aug. 21, 2002, 116 Stat. 1304. 

Subsec. (a), establishing the Office of Contract Set-
tlement to be headed by the Director of Contract Set-
tlement and providing for the appointment of the Di-
rector by the President with the advice and consent of 
the Senate with compensation of $12,000 per year and a 
term of two years, was repealed, and references in the 
remainder of this section to ‘‘Director’’ were changed 
to ‘‘Secretary’’ by section 8 of Ex. Ord. No. 9809 and sec-
tion 201 of Reorg. Plan No. 1 of 1947. Reorg. Plan No. 1 
of 1947 is set out in the Appendix to Title 5, Govern-
ment Organization and Employees. 

EFFECTIVE DATE OF TRANSFER OF FUNCTIONS 

Transfer of functions by act June 30, 1949, effective 
July 1, 1949, see section 605, formerly section 505, of act 
June 30, 1949, ch. 288, 63 Stat. 403; renumbered by act 
Sept. 5, 1950, ch. 849, § 6(a), (b), 64 Stat. 583. 

§ 105. Contract Settlement Advisory Board; com-
position; duties 

There is created a Contract Settlement Advi-
sory Board, with which the Administrator of 
General Services shall advise and consult. The 
Board shall be composed of the Administrator of 
General Services who shall act as its Chairman, 
and of the Secretary of the Army, the Secretary 
of the Navy, the Secretary of Transportation, 
the Secretary of State, the chairman of the 
board of directors of the Reconstruction Finance 
Corporation, Secretary of Commerce, and the 
Attorney General or any alternate or represent-
ative designated by any of them. The Adminis-
trator of General Services shall request other 
Government agencies to participate in the delib-
erations of the Board whenever matters spe-
cially affecting them are under consideration. 

(July 1, 1944, ch. 358, § 5, 58 Stat. 651; Ex. Ord. No. 
9630, § 1, eff. Sept. 27, 1945, 10 F.R. 12245; Ex. Ord. 
No. 9638, § 1, eff. Oct. 4, 1945, 10 F.R. 12591; Ex. 
Ord. No. 9665, § 2, eff. Dec. 27, 1945, 10 F.R. 15365; 

Ex. Ord. No. 9730, § 1, eff. May 27, 1946, 11 F.R. 
5777; Ex. Ord. No. 9809, § 8, eff. Dec. 12, 1946, 11 
F.R. 14281; Ex. Ord. No. 9841, §§ 101, 203, eff. Apr. 
23, 1947, 12 F.R. 2645; 1947 Reorg. Plan No. 1, § 201, 
eff. July 1, 1947, 12 F.R. 4534, 61 Stat. 951; July 26, 
1947, ch. 343, title II, § 205(a), 61 Stat. 501; June 30, 
1949, ch. 288, title I, § 102(b), 63 Stat. 380; Pub. L. 
97–31, § 12(17), Aug. 6, 1981, 95 Stat. 154.) 

AMENDMENTS 

1981—Pub. L. 97–31 substituted ‘‘Secretary of Trans-
portation’’ for ‘‘Chairman of the Maritime Commis-
sion’’. 

CHANGE OF NAME 

Department of War designated Department of the 
Army and title of Secretary of War changed to Sec-
retary of the Army by section 205(a) of act July 26, 1947, 
ch. 343, title II, 61 Stat. 501. Section 205(a) of act July 
26, 1947, was repealed by section 53 of act Aug. 10, 1956, 
ch. 1041, 70A Stat. 641. Section 1 of act Aug. 10, 1956, en-
acted ‘‘Title 10, Armed Forces’’ which in sections 3010 
to 3013 continued Department of the Army under ad-
ministrative supervision of Secretary of the Army. 

TRANSFER OF FUNCTIONS 

Contract Settlement Advisory Board and all its prop-
erty, records, etc., transferred to General Services Ad-
ministration, but with the functions of the Board to be 
performed by the Board under conditions and limita-
tions prescribed by law, by section 102(b) of act June 30, 
1949, ch. 288, 63 Stat. 380, which was classified to section 
752(b) of former Title 40, Public Buildings, Property, 
and Works, and was repealed by Pub. L. 107–217, § 6(b), 
Aug. 21, 2002, 116 Stat. 1304. 

Functions of Secretary of the Treasury transferred to 
Administrator of General Services by section 102(b) of 
act June 30, 1949, ch. 288, 63 Stat. 380, which was classi-
fied to section 752(b) of former Title 40, and was re-
pealed by Pub. L. 107–217, § 6(b), Aug. 21, 2002, 116 Stat. 
1304. 

Contract Settlement Advisory Board transferred to 
Department of the Treasury by section 8 of Ex. Ord. No. 
9809 and section 201 of Reorg. Plan No. 1 of 1947. Reorg. 
Plan No. 1 of 1947 is set out in the Appendix to Title 5, 
Government Organization and Employees. 

In text of this section, references to ‘‘Director’’ 
changed to ‘‘Secretary of the Treasury’’ and phrase 
‘‘the Secretary of the Treasury’’ following reference to 
Secretary of the Navy was omitted by section 8 of Ex. 
Ord. No. 9809, and section 201 of Reorg. Plan No. 1 of 
1947. 

Administrator of Foreign Economic Administration 
changed to Secretary of State in view of Ex. Ord. No. 
9630, as amended by Ex. Ord. No. 9730. 

‘‘Secretary of Commerce’’ substituted for references 
to Chairman of War Production Board and chairman 
and board of directors of Smaller War Plants Corpora-
tion. War Production Board functions transferred to Ci-
vilian Production Administration, to Office of Tem-
porary Controls, and then to Secretary of Commerce by 
Ex. Ord. Nos. 9638, 9809, and 9481, respectively. Func-
tions of chairman and Board of Directors of Smaller 
War Plants Corporation transferred to Secretary of 
Commerce by Ex. Ord. No. 9665. 

EFFECTIVE DATE OF TRANSFER OF FUNCTIONS 

Transfer of functions by act June 30, 1949, effective 
July 1, 1949, see section 605, formerly section 505, of act 
June 30, 1949, ch. 288, 63 Stat. 403; renumbered by act 
Sept. 5, 1950, ch. 849, § 6(a), (b), 64 Stat. 583. 

SECRETARY OF THE AIR FORCE 

For transfer of certain procurement and related func-
tions and property, insofar as they pertain to the Air 
Force, from Secretary of the Army and Department of 
the Army, to Secretary of the Air Force and Depart-
ment of the Air Force, see Secretary of Defense Trans-
fer Order No. 6, eff. Jan. 15, 1948. 
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ABOLITION OF RECONSTRUCTION FINANCE CORPORATION 

Reorg. Plan No. 1 of 1957, § 6(a), eff. June 30, 1957, 22 
F.R. 4633, 71 Stat. 647, set out in the Appendix to Title 
5, Government Organization and Employees, abolished 
Reconstruction Finance Corporation. 

TERMINATION OF ADVISORY BOARDS 

Advisory boards in existence on Jan. 5, 1973, to termi-
nate not later than the expiration of the 2-year period 
following Jan. 5, 1973, unless, in the case of a board es-
tablished by the President or an officer of the Federal 
Government, such board is renewed by appropriate ac-
tion prior to the expiration of such 2-year period, or in 
the case of a board established by the Congress, its du-
ration is otherwise provided by law. See sections 3(2) 
and 14 of Pub. L. 92–463, Oct. 6, 1972, 86 Stat. 770, 776, set 
out in the Appendix to Title 5, Government Organiza-
tion and Employees. 

§ 106. Basis for settlement of termination claims 
(a) Priority to private contractors 

It is the policy of the Government, and it shall 
be the responsibility of the contracting agencies 
and the Administrator of General Services to 
provide war contractors with speedy and fair 
compensation for the termination of any war 
contract, in accordance with and subject to the 
provisions of this chapter, giving priority to 
contractors whose facilities are privately owned 
or privately operated. Such fair compensation 
for the termination of subcontracts shall be 
based on the same principles as compensation 
for the termination of prime contracts. 

(b) Establishment of methods and standards 
Each contracting agency shall establish meth-

ods and standards, suitable to the conditions of 
various war contractors, for determining fair 
compensation for the termination of war con-
tracts on the basis of actual, standard, average, 
or estimated costs, or of a percentage of the con-
tract price based on the estimated percentage of 
completion of work under the terminated con-
tract, or on any other equitable basis, as it 
deems appropriate. To the extent that such 
methods and standards require accounting, they 
shall be adapted, so far as practicable, to the ac-
counting systems used by war contractors, if 
consistent with recognized commercial account-
ing practice. 

(c) Conclusiveness of settlement 
Any contracting agency may settle all or any 

part of any termination claim under any war 
contract by agreement with the war contractor, 
or by determination of the amount due on the 
claim or part thereof without such agreement, 
or by any combination of these methods. Where 
any such settlement is made by agreement, the 
settlement shall be final and conclusive, except 
(1) to the extent otherwise agreed in the settle-
ment; (2) for fraud; (3) upon renegotiation to 
eliminate excessive profits under section 1191 of 
Appendix to title 50, unless exempt or exempted 
under such section; or (4) by mutual agreement 
before or after payment. Where any such settle-
ment is made by determination without agree-
ment, it shall likewise be final and conclusive, 
subject to the same exceptions as if made by 
agreement, unless the war contractor appeals or 
brings suit in accordance with section 113 of this 
title: Provided, That no settlement agreement 

hereunder involving payment to a war con-
tractor of an amount in excess of $50,000 (or such 
lesser amount as the Administrator of General 
Services may from time to time determine) 
shall become binding upon the Government 
until the agreement has been reviewed and ap-
proved by a settlement review board of three or 
more members established by the contracting 
agency in the bureau, division, regional or dis-
trict office, or other unit of the contracting 
agency authorized to make such settlement, or 
in the event of disapproval by the settlement re-
view board, unless approved by the head of such 
bureau, division, regional or district office, or 
other unit. Failure of the settlement review 
board to act upon any settlement within thirty 
days after its submission to the board shall op-
erate as approval by the board. The sole func-
tion of settlement review boards shall be to de-
termine the over-all reasonableness of proposed 
settlement agreements from the point of view of 
protecting the interests of the Government. In 
determining, for purposes of this subsection, 
whether review of any settlement agreement is 
required because of the amounts involved, no de-
duction shall be made on account of credits for 
property chargeable to the Government or for 
advance or partial payments, but amounts pay-
able under such settlement agreement for com-
pleted articles or work at the contract price and 
for the discharge of the termination claims of 
subcontractors shall be deducted. 
(d) Allowable costs 

Except as hereinafter provided, the methods 
and standards established under subsection (b) 
of this section for determining fair compensa-
tion for termination claims which are not set-
tled by agreement shall be designed to com-
pensate the war contractor fairly for the termi-
nation of the war contract, taking into ac-
count—

(1) the direct and indirect manufacturing, 
selling and distribution, administrative and 
other costs and expenses incurred by the war 
contractor which are reasonably necessary for 
the performance of the war contract and prop-
erly allocable to the terminated portion there-
of under recognized commercial accounting 
practices; and 

(2) reasonable costs and expenses of settling 
termination claims of subcontractors related 
to the terminated portion of the war contract; 
and 

(3) reasonable accounting, legal, clerical, 
and other costs and expenses incident to ter-
mination and settlement of the terminated 
war contract; and 

(4) reasonable costs and expenses of remov-
ing, preserving, storing and disposing of termi-
nation inventories; and 

(5) such allowance for profit on the prepara-
tions made and work done for the terminated 
portion of the war contract as is reasonable 
under the circumstances; and 

(6) interest on the termination claim in ac-
cordance with subsection (f) of this section; 
and 

(7) the contract price and all amounts other-
wise paid or payable under the contract.

The following shall not be included as ele-
ments of cost: 


