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C Introduction )

With the many recent reports of misappropriation of public research funds,
there has been growing social interest in the proper use of public research
funds, which originate from the valuable taxes paid by citizens.

The public’s trust in and expectations for science and technology are
seriously impaired when such incidents occur, possibly undermining the
foundations on which public research funds are built.

The Ministry of Education, Culture, Sports, Science and Technology
(MEXT) revised its “Guidelines for Managing and Auditing Public Research
Funds (Implementation Standards) at Research Institutions” (referred to as
“‘guidelines” below) in February 2014, seeking to further strengthen
prevention of misappropriation at research organizations through the
enhancement of check functions and setting out its policies regarding
measures to reduce payment of indirect expenses to research institutions
whose misappropriation prevention systems are insufficient.

Japan Science and Technology Agency (JST) believes that individual
research organizations and researchers need to appropriately use, manage
and audit public research funds based on guidelines, institution rules and
the like. In order to pay back the trust afforded by citizens that is part and
parcel of public research funds, we urge research organizations to further
promote effective misappropriation prevention and the appropriate use

public research funds.




To All Researchers -On the Appropriate Use of Public Research Funds-

(I. The Misappropriation of Public Research Funds)

The guidelines define misappropriation of public research funds as “the use of competitive
funds’ either willfully or due to gross negligence?, for purposes other than the approved

project or in a way that violates the terms or conditions of their allocation.”

Such misappropriation of public research funds is largely divided into improper use and
improper receipt. JST regulations define improper use of competitive funds as “use based
on false billing, use for purposes other than the approved project, or use that violates other
laws or the application requirements, contracts, etc., of the research organization”and
improper receipt of competitive funds as “having a theme for research activities selected
using false or other improper means.”

1: Competitive funds

Research funds distributed based on open calls for proposals, chiefly
consisting of competitive funds allocated by MEXT or by organizations
under MEXT jurisdiction. JST is one of these allocating organizations.

2: Gross negligence

Refers to situations in which there has been a remarkable lack of attention

that borders on intentional. Although intention cannot be recognized as

such without the acknowledgement of the concerned party, there have

been cases where circumstances dictated that the person could have

easily foreseen the result of “use of competitive funds for purposes other

than the approved project or in a way that violates the terms or conditions ‘

of their allocation” if the person had paid even a slight amount of attention,
but instead let the matter pass.
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( The Main Types and Situations of Improper Use >

There are four main types of public research funds allocated to research organizations, those
for: (1) cost of goods, (2) personnel expenses/honorariums, (3) travel expenses and (4) other
uses. The main types and situations of improper use for each category are listed below.

a Cost of Goods

(® Fake billing (fake transactions)
Despite the fact that no equipment or supplies (goods, etc., below) were delivered, having the
organization pay the cost of goods by submitting falsified accounting documents (statements of delivery,
invoices) to make it look as if the goods were delivered. It also refers to a supplier taking back goods, etc.,
that have gone through delivery inspection at the organization, then diverting the money paid for those
goods to other purposes.

@ Product name changing (product switching)
Having the organization pay the cost of goods by submitting falsified accounting documents (statements
of delivery, invoices), rewritten to list different goods, etc., from what was actually delivered.

e Personnel Expenses/Honorariums

@ False hiring/honorariums
Having the organization pay the personnel expenses/honorarium for a hired person by submitting falsified
work records (daily or monthly payments) despite the fact that no work took place.

@ Bill padding (work hour padding)
Having the organization pay the personnel expenses/honorarium for a hired person by submitting falsified
work records (daily or monthly payments) with padded work days or hours (including holiday work with
higher hourly pay and overtime work) to make it appear that the person worked more than they did in
fact.

e Travel Expenses

@ False business trip
Despite no business trip having taken place, having the organization pay the travel expenses as if the
business trip actually happened by submitting a false business trip application and business trip report.

@ Bill padding (inflated travel expense claims)
Despite having purchased a discount airline ticket, etc., having the organization pay the ticket cost based
on the full price or the cost of a different route by presenting falsified accounting documents (estimates
and receipts). Bill padding also refers to having the organization pay the travel expenses that has been
shortened or was less expensive, but failing to make the necessary corrections when filing for payment of
the costs.

12



To All Researchers -On the Appropriate Use of Public Research Funds-

® Double billing
Despite having already received payment from another research organization, etc., for travel expenses
associated with a business trip, having the organization pay the travel expenses by submitting the same
business trip application and business trip report to receive duplicate payment.

e Funds for Uses Other Than Above

Uses other than the intended use
Using the funds received for a purpose that is not specifically related to the implementation of the
research project for which they were received.

(Management of Improperly Acquired Public Research Funds)

The following are the main situations that constitute management of improperly acquired

public research funds.

@ Pooled funds
Collecting public research funds paid to a supplier or employees through false billing and pooling those
funds for management by a single researcher or a group of researchers.

@ Depositing
Having a supplier manage a reserve of funds that was paid with public research funds through false
billing.
< Personal Use of Public Funds >

The act of diverting public research funds for personal gain.

Note 1: Some of these cases have resulted in criminal complaint, arrest, detention, prosecution and a prison
sentence.

Note 2: The most severe penalty regarding eligibility for application to/participation in JST projects will apply
when personal use of public funds has been confirmed, regardless of the amount of money involved.

< Forms of Improper Receipt )

Improper receipt is the use of information such as another researcher’s
name and registration number, or a false job title, etc., to appear eligible
to apply for funding, etc., when this is not the case. Improper receipt also
applies to situations in which a researcher acquires funds for a research
project through an application that passes off another researcher’s
achievements, etc., as one’s own.




To All Researchers -On the Appropriate Use of Public Research Funds-

Example 3
Cost of goods (fake billing/product name changing/bill padding), personal use of public funds

Overview of Improper Use

* In collusion with a laboratory staff member, a researcher placed a fake order for consumable
supplies, including for other researcher funds, and had the organization pay the cost of goods,
then had the supplier manage the funds as a deposit. The researcher, without taking accounting
procedures, settled the deposit by applying the funds to delivered consumables and staff
personnel expenses.

* In collusion with a laboratory staff member, a researcher submitted falsified accounting
documents, including for other researcher funds, in which the product names and quantities were
different from what was actually delivered, and had the organization pay the cost of goods.

+ A research had the organization pay for the cost of consumable supplies at a higher price that
was still within the scope of the retail price, then had the supplier hold the difference in the paid
price and the actual price as a de facto deposit.

* In collusion with a laboratory staff member, a researcher took research materials created in the
organization and used them for false transactions, taking the money paid by the organization for
cost of goods and using it for personal purposes to set up a new company.

Example 4
Travel expenses (false business trip, bill padding (Inflated travel expense claims))

Overview of Improper Use

+ Even though it was a false business trip, a researcher had the organization pay for the travel
expenses according to the business trip application.

+ A researcher reported a schedule, route and transportation method for a business trip and, even
though the trip details were different, applied for reimbursement of travel expenses according to
the original application without submitting a correction of travel costs, having the organization pay
an inflated bill that did not match the facts of the business trip.

Example 5
Personnel expenses/honorariums (false honorariums/bill padding (work hour padding)), pooled funds

Overview of Improper Use

+ A researcher, finding the administrative procedures for paying students for survey work to be
bothersome, made one student compile the work of other students, then had the organization
pay via a fake, padded bill (work hour padding) for all the students.

+ A researcher collected in cash the honorarium deposited to a student’s account and managed
the money in a pooled fund. Without taking the required administrative procedures for
honorariums, the researcher used the money to pay the honorarium for another student doing
different work for the lab.
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( Il. Past Examples of Improper Use >

Example 1

Cost of goods (fake billing/product name changing), personnel expenses/honorariums
(false hiring/honorariums), personal use of public funds

Overview of Improper Use

+ In collusion with a laboratory office staff member, a researcher placed a fake order for goods, etc.,
and had the organization pay for this order, then had the paid funds managed by the supplier as
a deposit, with the researcher settling the deposit by having other desired goods, etc., delivered
as needed.

+ In collusion with a laboratory office staff member, a researcher instructed a supplier to rewrite the
number and type of items on an invoice to have the organization pay the cost of goods, then had
the supplier deliver other desired goods, etc.

+ A laboratory office staff member submitted a false work report in which it appeared that a person
had been hired to work as a research assistant, making a bank account in that person’s name for
deposit of remunerations and having the organization pay the personal expenses/honorariums.

+ A researcher received back in cash part of the deposited money from a supplier, using it for
personal reasons such as purchasing a condominium, travelling overseas, etc.

Example 2

Cost of goods (fake billing/product name changing), uses other than the intended use

Overview of Improper Use

+ A researcher submitted a false bill for consumable supplies as if they had been purchased and
had the organization pay the cost of the goods as well as having the supplier manage the money
as a deposit, then settled the deposit the following fiscal year by having other desired supplies
delivered as needed.

+ Without taking the proper accounting procedures, a researcher had a supplier deliver the desired
goods, then submitted falsified accounting documents showing that the goods would be
purchased and had the organization pay the costs of goods.

* In order to cover the purchase costs of office equipment and supplies that cannot be paid for as
direct expenses, a researcher instructed the supplier to create false
accounting documents with different names and quantities of items than
what was delivered and had the organization pay the costs as goods.




( lll. JST Measures When Misappropriation Has Taken Place )

With regard to the researcher:

(1) Discontinuation, in total or in part, of the research activities
with which an involved researcher is affiliated

(2) Rejection of research proposals

(3) Return, in total or in part, of the research funds, etc.,
corresponding to the misappropriation

(4) Restriction, in total or in part, on researcher eligibility to
apply for or participate in JST projects

(5) In addition to the preceding items, imposition of any other
penalties that JST deems necessary

With regard to the research organization:

(1) Reduction in the indirect expenses allocated to the
research organization, etc.

(2) Discontinuation of new contracts related to research
expenses at the research organization, etc.

(3) Return, in total or in part, of the research funds
corresponding to the misappropriation

(4) In addition to the preceding items, imposition of any other
penalties that JST deems necessary

The table below lists the eligibility restriction periods for (4) above with
regard to the researcher.




To All Researchers -On the Appropriate Use of Public Research Funds-

Table: Restriction Period of Eligibility for Application or Participation in JST
Projects for Improper Use or Improper Receipt

Classification of improper

Degree of improper use

Reasonably assigned

and any researchers colluding
in the said improper use.

use or improper receipt period
1. Personal use for personal gain 10 years
(1) Major influences on
Those researchers who society, or strongly S years
engaged in improper use and aggravated
any researchers colluding in 2. Other
the said improper use.' than (2) Improper use other 2—4 years
1 above. than (1) or (3).
(3) Minor influence on
society, or weakly 1 year
aggravated
Those researchers awarded
competitive funding through
false or other improper means 5 years

Those researchers who were
not involved in the improper
use but were in violation of
the requirement to exercise
the duty of due care required
of a prudent manager.?

A minimum of 1 year to
a maximum of 2 years
according to the
researcher’s degree of
violation of the duty of
due care required of a
prudent manager.

In the following cases, there will be no restriction on eligibility, but a reprimand will be issued.

1: Improper use having a minor impact on society and that is deemed to have been done with little
malicious intent, and the amount of improper used funds is small.
2: Improper use having a minor impact on society and that is deemed to have been done with little

malicious intent.
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( IV. Important Points for Preventing Misappropriation >

In the guidelines, research organizations have organized systems and structures based on
their character and scale and effectively work to prevent misappropriation. Based on the
premise that research organizations have appropriately developed and implemented such
systems, we present a partial checklist of items that researchers, etc., can use as a
self-check reference.

With Regard to the Research Organization System

v Are you aware of the offices/desks inside and outside the research organization where
you can whistleblow?

|Zf As an effort to prevent misappropriation, have you taken the compliance training/courses
for preventing misappropriation as they have been provided by the research
organization?

¥ If the actual condition or systems in the research laboratory, etc., are at odds with the
regulations of your organization, are you taking action to cooperate in or provide
feedback for the formulation of effective rules, such as raising the issue with a
compliance promotion officer?

¥ Does the research organization require suppliers to submit a written pledge or
confirmation letter?

¥ Has the research organization made a list of suppliers who supply large amounts of
goods, and are some of those suppliers subject to audits by paper or by interview?

|Zf With regard to part-time hires, etc., does the research organization explain work
conditions at the time of hire and periodically through interviews, and are attendance
records and work content confirmed, etc.?




To All Researchers -On the Appropriate Use of Public Research Funds-

With Regard to Regulations

¥ Do you understand and comply with your organization’s own rules and manuals
(including e-learning materials) on the appropriate use of public research funds?

v Are you aware of the officer (office, consultation desk, etc.) that provides clarification or
consultations if you come across difficult to understand or unclear points in the above

rules, manuals, etc., when carrying out your research?

¥ Do you understand and comply with the contracts, management manuals, etc., for
commissioned research (R&D)?

IZf When there has been a change in the research plan, did you immediately submit an
appropriate notification of change that matches the actual situation?

¥ When a researcher is permitted to order goods, etc., on his or her own up to a certain
limit, is the order being properly cross-checked, etc., by others not involved in the order

in accordance with the rules of the organization?

v Do you actively cooperate with administrators of the organization for audits and provide
information?

v Are travel expenses being billed truthfully? Also, if there has been a post-submission
change, have you requested a correction?

v Are personnel expenses/ honorariums being billed truthfully?

With Regard to Improper Receipt

¥ In accordance with the e-Rad system terms of service, are you strictly managing your
e-Rad log-in ID and password?

IZf Have you applied as a proxy for a superior or other researcher at their request?
v Are the achievements of any other researchers included in your application?

v Have you conspired with other researchers to submit duplicate applications?
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