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Grant Thornton LLP
ATTN: Larry Goode
333 John Carlyle St.
Suite 500
Alexandria, VA 22314

Dear Mr. Goode:

SUBJECT: MODIFICATION NO. 1 TO TASK ORDER NO. 2 ENTITLED
"REVIEW OF FEE DEVELOPMENT PROCESS" UNDER
BPA NO. DR-09-03-129

The purpose of this modification is to: (1) increase the level of effort by 80 hours per the
contractors requested dated June 21, 2004, hereby increasing the ceiling and obligated
amounts by $11,120 from $188,110 to $199,230, (2) provide a within scope change as
described in the attached Statement of Work, which hereby increases the ceiling and obligated
amounts by $108,300 from $199,230 to $307,530, and (3) extend the period of performance
through April 30, 2005. Accordingly, the task order is hereby modified as follows:

In accordance with Section A.2, Task Order Procedures, and Block 19 of the SF 1449, of the
subject agreement, this letter definitizes Modification No. 1 to Task prder No. 2. This effort
shall be performed in accordance with the enclosed Statement of Work and the contractor's
technical proposal dated June 17, 2004, which is hereby incorporated by reference and made
a part of the task order modification.

The period of performance for Task Order No. 2 will commence on November 17,2003, and
expire on April 30, 2005, with an estimated cost of $307,530.00. Funds in the same amount
are hereby obligated for performance of this task order. The Contractor shall not incur costs
for this task order which exceed the obligated amount of $307,530.

Accounting data for Modification No. 1 to Task Order No. 2 is as follows:

B&R No.: 47N-1 5-532-367
Job Code: N7156
BOC Code: 252A
Appropriation No.: 31X030047N
Amount Obligated by This Action: $119,420
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The issuance of this task order does not amend any terms or conditions of the BPA.

Please indicate your acceptance of this task order modification by having an official,
authorized to bind your organization, execute three (3) copies of this document in the space
provided and return two (2) copies to the Contract Specialist at the address below. You
should retain the third copy for your records.

U.S. Nuclear Regulatory Commission
Attn: Ms. Debbie Neff
ADMIDC/CMC2, Mail Stop T-7-1-2
Washington, DC 20555

If you have any questions regarding this task order, please contact Ms. Neff at (301) 415-8160.

Sincerely,

t en cer
Cntrac Managem Ce ter 2

Division of Contracts
Office of Administration

Enclosure: As stated
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FEE CALCULATION MODEL REFINEMENT
STATEMENT OF WORK

MODIFICATION NO. 1 TO TASK ORDER 2, DR-09-03-129

1. BACKGROUND

The NRC is considering making changes to the way it calculates its hourly rates and annual
fees. These changes involve the use of data from other agency financial systems to allocate
budgeted costs to activities. Under this new fee calculation methodology, these activities are
then mapped to license classes. A preliminary activity based model has been established to
implement this new fee calculation methodology. Prior to implementing this new methodology,
the NRC will need to further analyze, update, and refine this model.

This Statement of Work (SOW) reflects a modification to an existing Task Order under a
Blanket Purchase Agreement (Number DR-09-037129, Task Order 2). Under Task Order 2, an
analysis of NRC's fee development process was performed, recommendations for
improvement were made, and a pilot model to calculate fees using a new methodology was
established. Under this modification to Task Order 2, this model will be refined and then
utilized to calculate fees for Fiscal Year (FY) 2005.

2. OBJECTIVE

The objective of this procurement is to a acquire skilled contractor to further analyze, update,
and refine the preliminary activity based fee calculation model to allow for implementation of
this new license fee model for NRC's FY 2005 Fee Rule. The NRC intends that work
associated with this SOW shall begin prior to the completion of the existing Task Order 2
under DR-09-03-129, so that there will be time for knowledge transfer.

3. SCOPE

This project follows directly from work already performed under Blanket Purchase Agreement
Number DR-09-03-129, Task Order 2, as discussed above. Under this modified SOW, the
contractor shall analyze, refine, and update the preliminary activity-based fee calculation
model for purposes of running the model to calculate fees for FY 2005. The contractor shall
then run the model to produce FY 2005 fees, and analyze the differences in fees produced by
this model as compared to NRC's existing fee model. This analysis shall build upon work
completed for FY 2004 fees under the existing Task 2, but will address differences and
adjustments relevant to recovery of NRC's FY 2005 budget using this new model. Where this
analysis indicates further improvements should be made to the model, the contractor shall
make recommendations to this effect and implement these improvements as warranted and
where possible. The contractor shall document lessons learned and update the User's Guide
for this model to reflect any changes to the methodology and other considerations and
required steps to calculate rates and fees for later fiscal years.

4. PERFORMANCE REQUIREMENTS

The Contractor shall participate in a kick-off meeting with the Project Manager (PM) and other

I



NRC representatives no later than five business days after the initiation of the modification.
The purpose of the meeting is to discuss the NRC's goals for the project and to provide input
to the Contractor.

4.1 Description of Tasks

The Contractor shall be responsible for performing the following tasks. A task is not
considered complete until all applicable open issues have been resolved and the
specified deliverables approved by the PO.

Task 1: Establish a Project Plan

The Contractor shall submit a project plan for NRC review that identifies major
milestones and estimated due dates for each task and all deliverables associated with
that task. This project plan shall include estimates of when and to what extent work is
expected to be needed to be performed at NRC Headquarters site, 11555 Rockville
Pike, Rockville, MD, in the Two White Flint North building.

Task 2: Analyze Preliminary Activity-Based Fee Model, and Recommend
Refinements and Updates

The Contractor shall analyze the preliminary activity-based fee model and produce a
summary report (Report 1) that identifies recommended refinements and updates to
this model that should be made before the model is run to calculate fees for FY 2005.

Task 3: Implement Approved Refinements and Updates to Activity-Based Fee
Model, and Run Model to Calculate FY 2005 Fees

Based on the results of Task 2, the PO shall identify which recommended refinements
and updates should be made to the activity-based fee model. The contractor shall
implement these approved recommendations and updates to the activity-based fee
model. This task shall involve coordination and input from NRC program offices. Once
these changes are made, the contractor shall run the model to calculate fees and rates
for FY 2005.

Task 4: Analyze Outcomes and Process of Existing Fee Model vs. Activity-Based
Model; Implement Changes to Activity-Based Model As Appropriate

Based on the results under Task 3, the Contractor shall produce a report (Report 2)
that analyzes the outcomes and process of the existing fee model versus the activity-
based model. Reasons for any discrepancies in fees produced by the activity-based
model vs. the current fee model shall be identified and discussed. The fee calculation
process for both models will also be analyzed and discussed, particularly in terms of
administrative burden, transparency, and required intra-agency coordination.
Advantages and disadvantages of each process shall be analyzed, and lessons
learned shall be discussed. This report shall build off of similar documentation
regarding the calculation of fees and rates using the activity-based model for FY 2004.
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The contractor shall brief OCFO management and others on the results of this analysis.

The analysis shall identify changes to the activity-based model that are warranted.
Based on direction from the PO, the contractor shall make these changes to the model.

Task 5: Update Documentation for Activity-Based Model

The Contractor shall update the existing documentation for the- activity-based model to
reflect changes made to this model and other considerations and required steps to
calculate rates and fees for later fiscal years. This documentation shall also identify
key assumptions in new fee model that will have to be validated on a regular basis.

4.2 Deliverables

The Contractor shall provide the NRC the following deliverables as explained below.
The Contractor shall provide a cost and time estimate for each deliverable.

4.2.1 Deliverables and Schedule

Deliverable Due Date

Task 1: Establish Project Plan

Project Plan 11 week from Kick-off meeting

Task 2: Analyze Preliminary Activity-Based Model, and Recommend Refinements and
Updates

Report 1 (summary report) 4 weeks from Kick-off meeting

Task 3: Implement Approved Refinements and Updates to Activity-Based Fee Model,
and Run Model to Calculate FY 2005 Fees

Revised Activity-Based Model 9 weeks from Kick-off meeting

Summary of Model Outputs (i.e., rates and 11 weeks from Kick-off meeting
fees)

Task 4: Analyze Outcomes and Process of Existing Fee Model vs. Activity-Based Model

Report 2 13 weeks from Kick-off meeting

Revised Activity-Based Model 15 weeks from Kick-off meeting

Task 5: Update Documentation for Activity-Based Model

Updated Documentation for Activity-Based | 20 weeks from Kick-off meeting
Model |
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4.2.2 Format of Deliverables

The Contractor shall deliver three (3) printed copies of each draft and final deliverable
and will also provide each deliverable in electronic format using Corel WordPerfect,
Microsoft Word, Microsoft Excel or Lotus 1-2-3 as appropriate for the type of document
Revisions to the activity-based model shall be done in Metify.

4.2.3 Review of Deliverables --

The Government will have no less than ten (10) workdays to review written draft and
final deliverables. If deficiencies are found, the Contractor shall be notified and shall
have five (5) workdays to make appropriate revisions. All deliverable products shall be
grammatically correct according to industry standard rules and contain correct spelling.
All technical and financial terms shall be clearly defined to be understood by all
readers. All deliverable products shall be accepted or rejected in writing by the PO, or a
designated Technical Representative.

4.3 Level of Effort

The Level of Effort to complete Tasks 1 - 5 is anticipated to be approximately 886
hours.

5.1 PERSONNEL

The use of qualified personnel for the key positions on this project is considered
essential to its success. At a minimum, key personnel will include the Contractor's
PM/Task Lead, overseeing or performing the actual work, and the Senior Analyst. Key
personnel shall be experienced in regulatory/financial matters, spreadsheet software
use, activity-based costing, and must possess demonstrated skills including accurate
estimation and control of costs and scheduling, establishing milestones and allocation
of personnel in an efficient manner for optimization of time and resources, excellent
oral and written communication and analytical skills. Experience in rate setting is
desirable. Key positions may not be assigned or changed without prior approval of the
NRC PM.

5.2 MEETINGS AND TRAVEL

Meetings will be held at the NRC Headquarters site on an as-needed basis. At these
meetings, the Contractor shall be prepared to discuss progress, issues, constraints, etc.
Travel other than that to and from NRC Headquarters at 11555 Rockville Pike,
Rockville, MD is not expected. The Government will not reimburse local travel.

5.3 REPORTING REQUIREMENTS

5.3.1 The Contractor shall submit monthly status reports no later than the 5k" of the
following month. These reports should include a summary of:

(a) Efforts completed and milestones reached or, if missed, an explanation

4



provided;

(b) Any problems or delays encountered or anticipated and recommendations
for resolution. If the recommended resolution involves a contract modification,
e.g., change in work requirements, level of effort (cost) or schedule delay, the
Contractor shall submit a separate letter to the contracting officer identifying the
required change and estimated cost impact;

(c) A summary of progress to date; and,

(d) Plans for the next reporting period.

5.4 PERIOD OF PERFORMANCE

The period of performance shall be 40 work weeks from commencement of this work.


