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January 19, 2010

Summary of the First Contract Review Committee Meeting

1. Time and Date: 15:30-17:30 January 19 (Tue.), 2010
2. Place: OIST PC HQ (Onna Village) Meeting Room 1
3. Member Attendees: Gohara, Nozato, Odo, Okubo, Katsuno.

4. Agenda Items

Opening of a meeting

B Reorganization of Committee
The Secretariat explained the purpose of reorganizing the Third-Party Committee on
Procurement to the Contract Review Committee.

B Mutual Election of the Chairperson

In accordance with Article 3-2 of Detailed Stipulations for the Contract Review Committee, a
mutual election was held for the position of chairperson, and Mr. Gohara was elected as
chairperson.

B Appointment of the Deputy Chairperson

In accordance with Article 3-3 of Detailed Stipulations for the Contract Review Committee,
Chairperson Gohara nominated Professor Watanabe for the position of deputy chairperson,
which was accepted by the committee.

Items of Business

(Negotiated contracts, one bidder/one application, multi-year contracts)

*The following numbers correspond to the item numbers on the table as attached.

1. We believe that this case cannot be helped. The improvement measures are okay.
However, if we conduct bidding procedures for this amount of money, can it not be said
that the standard amount of 800,000 yen for lease negotiated contracts is impractical?
This may be reported to the Cabinet Office, etc., as the Committee’s opinion after
sorting out the issues.

2. If amaintenance contract is concluded, do you not end up spending more in the end, as
opposed to paying for repair when it is needed? Prepare documents that illustrate the
relationship between cost and actual operation, in order to be able to explain that it is

reasonable. Signing a pricy maintenance contract to avoid a 1.5 million yen negotiated



10.

11.

contract is putting the cart before the horse.

The laws we have place a limit on our single-year budget, so there is no choice but to
divide up the construction in small parts for ordering. That is why when we order
construction projects each year, there is also a need for associated design
communication and construction supervision services—which are negotiated contracts
(including publicly recruited proposals)—and there is no competition for these contracts.
Normally, it is the most reasonable economically to conclude a single contract with all
construction projects bundled up in one. This downside of the single-year budget is the
very root of the public works problem. The Ministry of Internal Affairs and
Communications should discuss this issue.

Same as above.

No problem. A monopolized supply system cannot be helped. However, it has to be
used effectively.

No problem.

No problem. OEPC'’s prices might be higher compared to power companies in mainland
Japan? Is a volume discount being applied? Is that why they do not build plants in
Okinawa?

No problem.

Public organizations usually have only 2-3 companies that they deal with. Conduct a
study and hearings at private research institutions to build a competitive environment.
Strengthen the purchasing department and reduce costs. Because it is a research
institute, it is absolutely necessary to have a committee that reviews the
appropriateness of the condition of specification sheets. At the very least, the
appropriateness of specification sheets for contracts whose amounts exceed 10 million
yen should be reviewed as part of the standard workflow.

Is it not possible to have the bidding for a product purchase and maintenance at the
same time? Consider the best procurement method overall. Even if an independent
maintenance company submits the most attractive bid, it is unacceptable to award the
bid if its quality and reliability are in question. It is important for the ordering party to use
appropriate in-house resources to avoid this situation. Investigate the characteristics of
the device in question. If it is evident that only a single supplier can bid on it, consider
signing a negotiated contract.

Perhaps there were participating conditions that were too difficult to meet, which
resulted in only one applicant in the public proposal recruitment. If we are to conduct
this operation each year, explore the possibility of reviewing the conditions and signing

a multi-year contract.



12. Itis a good idea to conduct hearings at private research institutions in mainland Japan.

Announcements should be made as early as possible to give suppliers enough time to

prepare.

13. Consider the best contract type for the given situation. For example, if the manufacturer

designated an agent, a negotiated contract should be considered.

(Overall Opinions and Comments)

The committee does not need to deliberate items that can only be processed with
negotiated contracts (purchase of foreign journals, lab space lease agreement, utilities,
etc.).

The fact that the standard prices of negotiated contracts concluded by an independent
administrative institution are uniformly set (800,000 yen for lease, 1 million yen for
service, 1.6 million yen for goods, and 2.5 million yen for construction work), it interferes
with the efficient operation of any independent administrative institution.

There is nothing that can be done about the negotiated contracts (including publicly
recruited proposals) for design communication and construction supervision services
that are associated with the construction project. However, this type of segmentalization
of a construction project year after year would increase cost, including the in-house
operation cost for bidding and contracting procedures. This is an underlying problem
that arises from dealing with a single-year budget. Perhaps it would be an idea to
organize the issues including the aforementioned negotiated contract standard, and
forward them to the MIC.
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Improvement Measures for Non—Competitive Negotiated Contracts (Draft)
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Improvement Measures for One Bidder/One Application Cases (Draft)
— B - —BREOHEAKICOVT(E)
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Specific Approaches of the Improvement
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Remarks by the Contract Review Committee

9. Purchase of specialized research
equipment
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When buying research equipment, first the
technical requirement is set from the
viewpoint of “is it necessary for research?”
For the most part, products that meet the
requirement are specified on the
specification sheet as “reasonable
products”. In the Okinawa region, there is
usually only one official dealership for a
research equipment manufacturer, and thus
results in only one bidder.
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Change to spec.
sheet

HHENER

Create a framework such as establishing
a committee to examine and compare
required functions and the performance of
candidate devices, and commit to creating
a specification sheet that ensures
competition.
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10. Maintenance contract for existing
research equipment and systems
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48,561

3.9%

It was necessary to conclude a maintenance
contract with the supplier of research
equipment, and the only bidder was the
equipment supplier or the manufacturer’ s
dealership.
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Change to spec.
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Aggressively encourage new suppliers to
participate by presenting specific work
description and other detailed information
necessary for the bidding process.
EBRNBEEARMICIRRL, ATRELRRY
ALFIREGHEERTIRETHIL
IZ&Y . BBHMICHRSMEDIEYEZECL
I285H5,

11. Comprehensive consulting for
facility developmenet, design, and
construction supervision
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The level of participation requirement we
set to ensure quality of service was too
high, and resulted in only one participant.
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Change of
participation
requirement

SMEHDEE

Among the bidding participation
requirements, lower the standards for
years of engineer’ s experience, business
history (e.g. total floor area of buildings
designed, contracts with government),
etc.
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March 1, 2010

Summary of Proceedings at the 2nd Contract Review Committee Meeting

1. Time: February 18 (Thu) — March 1 (Mon), 2010
2. Place Rotating
3. Attendees Committee members Gohara, Nozato, Odo, Okubo, Katsuno, Nakachi

4. Summary of proceedings
The following matters were by rotation referred to the Contract Review Committee for examination

and confirmation and accepted by the committee members.

Matters for examination and confirmation

Concerning type 13 (and other types) at the 1st committee meeting

At the 1st committee meeting, the secretariat gave an explanation of the *“genome sequencer
transfer” as a typical example of type 13. In its deliberations, the committee concluded, and
established as a general improvement measure, that “Procurement, as a rule, is subject to general

competition, and appropriate contracting methods consistent with contract substance must be used.”

With respect to other instances that belong to this type, the committee established as respective
improvement measures that “Advertising periods must be sufficiently long. In addition to
information on websites, information will be provided also in specialized journals, etc., and actively

promulgated.”

Materials for rotation

Attachment 1: Concerning confirmation of part of the results of the 1st examination
Attachment 2: List of contracts for type 13

Attachment 3: Table including type 13
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March 1, 2010
Summary of Proceedings at the 3rd Contract Review Committee Meeting

1. Time: March 1 (Mon), 2010, 9:00 — 11:00 a.m.

2. Place Mitsubishi Building (Marunouchi, Tokyo), Conference Square,
10th Floor, Conference Room

3. Attendees Committee members Gohara, Nozato, Odo, Okubo, Nakachi

Observer: Yamazato (Cabinet Office)

4. Summary of proceedings

Opening
B Change of chairperson and co-optation

Committee member Gohara made motion to resign as chairperson of the Contract Review

Committee with a view to balancing duties as advisor to the Ministry of Internal Affairs and

Communications. This motion was approved by the committee meeting. Pursuant to the stipulations

of Article 3, Paragraph 2, of Detailed Stipulations for the Contract Review Committee, by

co-optation of the committee members, committee member Nozato was elected as the new

chairperson.

Committee member Nozato will separately appoint a deputy chairperson. Committee member

Gohara will for the time being continue as a committee member.

Meeting proceedings

1. Plan for the review of negotiated contracts (draft)

(The secretariat gave an explanation on how and where the implications of the results of the 1st

examination apply.)

The plan for the review of negotiated contracts (draft) poses no issues.

In order to realize the ideal outcome (“Best in the world”) for the OIST project, flexible
procurement schemes are considered necessary. On the other hand, with respect to the
bidding criteria, etc., national contract regulations provide uniform stipulations. It was
suggested that, for matching procurement methods for the purposes of OIST with the
national regulations, a review should be conducted and the results clearly put into words.

To a certain extent local business operators have to be involved, also from the perspective of
regional development in Okinawa.

Concerning procurement related to OIST, in particular with respect to construction work
orders, are there any policies that, from the perspective of contributing to the regional

development in Okinawa, externally indicate special consideration of local businesses? If



not, would it be possible to formulate such policies?

(According to explanations from the Cabinet Office, although there exist no specific policies
under the Okinawa Promotion Plan, national institutions and independent administrative
institutions have been sent notifications and requests concerning “Policies of the national
government for contracts with small and medium-sized enterprises” and *“Special
consideration of small and medium-sized enterprises as recipients of orders,” and national
efforts are being made to increase order receipts of small and medium-sized enterprises;
pertinent requests have been made also to OIST.)

(According to explanations from the secretariat, based on the intent of promoting the
development of Okinawa, terms and conditions for eligibility to bid have been established
with full consideration of contract substance, technology, and scope of contract value, and
special consideration is being given to small and medium-sized enterprises.)

Although it is not possible to use national funds to benefit specific local companies, it is
desirable as an outcome that, in the interest of the region, orders are received by local

companies.

2. Concerning the status of contract examinations and reviews in fiscal year 2009

(From the secretariat an explanation was given and accepted by the committee that a

categorization into the same types has been used as at the 1st committee meeting.)
No issue exists if a reasonable explanation can be provided.
With respect to public institutions, utmost efforts must be made to source new companies.
If general market prices decline, this must be reflected also in the contract value.
For leasing and maintenance, etc., multi-year contracts should be used as much as possible.
With respect to systems and services, it is well understood that a thorough inspection and
evaluation is performed when orders are issued and contracts signed. However, in the case
of public institutions, generally no arrangements exist for measuring the effects and results
after the procurement (contract conclusion). Going forward, deliberations will be held to
create arrangements to enable reviews of the effects and results that ensue after the

procurement (contract conclusion).

3. Concerning “Urgent examinations regarding the preservation of genuine competitiveness”
(The secretariat gave individual explanations of 11 relevant instances.)
As mentioned in an earlier agenda point, in the cases of goods procurement at issue in this
examination, since the businesses that supply the goods have in many instances been fixed,
the preservation of competitiveness is essential.

The method for preserving competitiveness must be judged consistent with the



characteristics of the goods concerned (e.g., whether general purpose goods or specialized
research equipment, etc.).

The contract price must be open to reasonable and objective explanation.

With regard to improving procurement methods, the work of the Ministry of Education,
Culture, Sports, Science and Technology (for consumables used in research) can partly be
applied as reference also to OIST procurement. This point should be considered.

New agencies should be proactively sourced.

The appropriateness of prices should be verified not only based on written estimates but also
by checking market prices, for example, on the internet.

4. Other matters
Since goods and services comprise a variety of items, cases should be referred to this
committee with the focus on instances that display, for example, high successful bid rates or
high value, etc.

5. Schedule for the next meeting
The next meeting is scheduled for around June. The place will be determined in consultations

between the chairperson and deputy chairperson.
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1 April 2010

Summary proceedings of the fourth meeting of the contract review committee

1. Time: 9:30 - 11:30 AM, 30 (Tues.) March 2010
2. Place: Conference Room, 10F, Conference Square, Mitsubishi Building
(Marunouchi district of Tokyo)
3. Attendees
- Committee Chairman Nozato
- Committee members Watanabe, Odo, Kusunoki, Katsuno, and Nakachi
- Observer: Yamazato (Cabinet Office)
4. Outline of proceedings
Opening
B Designation of chairman proxy
In accordance with the provisions of Paragraph 3, Article 3 of the detailed stipulations of
the contract review committee, Chairman Nozato designated Committee Member Watanabe

as the proxy chairman.

Proceedings
1. Appropriateness of the categories and case categorization

Chairman Nozato presented a proposal for review of categories of type and
categorization of specific cases. The secretariat made an explanation of the items of
revision.

Consolidation of types
In the proposal, "purchase of foreign magazines”, "fees for electricity at the research
interchange center”, and “fees for placement of notices in official gazettes" were
integrated into a single category of type (5') as cases in which the number of suppliers
was limited to one.

Separation of types
In light of the differences of content, "purchase of specialized research equipment" was
broken up into the three categories of “"research equipment" (9), "reagents and
expendables” (9-2), and "purchase of goods other than research equipment" (9-3).
Similarly, "contracts for maintenance of research equipment and systems" was
separated into "contracts for maintenance of research equipment and systems" (10)
and "contracts for maintenance of items other than research equipment” (10-2).

Establishment of new types
Because there were four cases of the same type of work in the category of "other types",



these were placed together in a new category, "outsourcing of DNA analysis etc." (14).

The opinions and comments of the committee members were as follows.

Opinions and comments

Explanation etc. by the

secretariat

Katsuno

| understand about the
consolidation,  separation,
and new establishment of
categories.
Categories established
through division from that of
specialized research
equipment are marked by a
difference of qualitative type.
Considering this difference,
how about making a new
distribution from the top as
opposed to one based on

the branch code?

We shall make the revision

in line with the comment.

Odo

| consent to the proposal for
revision and the allocation of
new type (category)

numbers.

Watanabe

Regarding "purchase of
foreign magazines", | can
understand the situation of
supply being monopolized,
but the words "in effect"
should be added, because
the status is not the same as

a complete monopoly.

This case is one of an
effective monopoly.
Therefore, we will add the

words "in effect".

Chairman Nozato

In sum, the revision shall be
as follows. The former
categories 7 and 8 will be
consolidated. ~ The former
category 9 ("purchase of

specialized research

All subject cases will be
rearranged on the basis of
the revised categories, and
the committee members will
be requested to confirm the

results.




equipment") will be divided
into three categories. The
former category 10
(maintenance contracts) will
be  divided into  two
categories. The new
category "outsourcing of
DNA analysis etc." will be
established from that of
"other types". The revision
proposal will consist of 16
types. The reconfirmation
of subject cases based on
this categorization will be
made by handing the related
materials around the

committee members.

2. Design work to be implemented for the Research Building 1 and Center Building

laboratory

The secretariat made an explanation on the cases subject to checking in connection with the

problem of facility expenditures exceeding the budget.

committee members were as follows.

The opinions and comments of the

Opinions and comments

Explanation etc. by the

secretariat

Katsuno

Was a contract concluded
with the same JV based on a
call for proposals when the
order was placed by the
Cabinet Office in 20047
What was the reason for
selection at that time?
Please describe the
particulars, background

factors, and the proposal

Yes, a contract was
concluded with the same JV.
The scheme was based on
submission of proposals for
the research facility. —We
understand that a selection
was made from five or six
candidate companies. It
was considered best to

continue having the JV in




submission period.

guestion perform the work.
It was therefore decided to
adopt the form of a call for
proposals with confirmation
of participants.  Proposals
were accepted for a period
of 20 days, in accordance

with the Institute guidelines.

Watanabe

In relation to the sheet for
reasons  for  enterprise
specification, | would like to
know if this JV submitted a
proposal.

Was this Jv
selected as a specified
enterprise? Was an
attempt made to see if any
other  enterprises  were

interested?

No proposal was submitted
in connection with the

current contracting.

Yes, the JV was selected as

a specified enterprise.

Kusunoki

If there is another business
interested in participating,
will a shift be made to a
proposal format and

competitive tender?

Yes, such a shift will be

made.

Katsuno

While there was no other
enterprise that expressed a

desire to participate, how

many inquiries were
received by other
enterprises?

There  were no such

inquiries.

Kusunoki

This JV formulated the
master plan and has the best
understanding of the project,
so it makes sense to have it
participating throughout.
But an outsider would want

In regard to the design fee,
we referred to the guidelines
of the Ministry of Land,
Infrastructure and Transport,
and added up the

component costs based on




to know why the same
enterprise is continuously
chosen to take part. This
explanation would have to
give them an understanding
of why this particular
enterprise is the one.

Next, there are the
questions of whether or not
the contract conditions make
good sense and of the
nature of the grounds for the
projected price. The
construction cost is fixed
first, and then it is decided to
have a business do the
design. The design cost
projection is solidified upon
estimates of the requisite
fixed-cost labor and the
requisite level of skills. If a
rational explanation can be
provided for these areas,
then the contract conditions

will also be rational.

the construction cost figures.

Chairman Nozato

In connection with the
secretariat's reply to the
guestion by  Committee
Member Kusunoki, all of the
related documents shall be
securely kept as a record.

In this case, the
Institute applied a
competitive procedure, but
there was only one entrant,

and so we contracted with

The related documents shall

be kept as a record.




the JV in question. From
the explanation, | take it that
the format is one of

negotiated contracts.

3. Contract cases after inauguration of the contract review committee

The secretariat explained certain matters, as follows.

At the third meeting of the committee (on March 1), the members deliberated on
cases of contracting up to November 2009.

At the current meeting, explanations will be made for cases of contracting after
inauguration of the contract supervision committee.

From now on rechecks will be requested after the contract. The recommendations
and indications by the committee member have been reflected in the contracting
work.

We have been carrying out public activities, including website display of the
schedule for procurement at a stage preceding notice of the tender, placement of
notices in scientific journals and other specialized journals directed to businesses
handling physicochemical apparatus, and promotion of electronic registration for
tenders.

The opinions and comments of the committee members were as follows.

Opinions and comments Explanation etc. by the
secretariat
Kusunoki The open competitive tender | In the case of equipment,

for purchase of a | there is a fixed price. In
chemiluminescence addition, we made inquiries
detection system (No. 18) | to determine the record
attracted two entrants, but | (discount rates) for sale to
the price offered by both was | other institutions
the same right down to the | (universities) as well as to
yen. Why was this? obtain data on matters such
as the past record at the
Institute and  reference
estimates. The findings

were used to arrive at a

reasonable figure taken as




the projected price.

Odo

Was this contract awarded
after only one tender, or
were there second or third
tenders held?

It was awarded after one

tender.

Kusunoki

| can understand how the
figure would match to a tee
in the case of a single
bidder, but with two bidders,
the situation is hard to
understand based solely on
this table. The secretariat
must be able to explain the

background factors.

We shall make a separate
report on the background

factors and particulars.

Katsuno

For notable cases such as
this one, the related
documents must be put
strictly in order and kept as
records.

Same as above.

Kusunoki

For the biohazard cabinet
(No. 20), the rate is 58

percent for three bidders.

For physics and chemistry
apparatus, the ordinary
practice is to write a product
A equivalent on the
specification sheet. In this
case, however, two
companies made bids with
product A, and the contract
was awarded to a third that
made a bid with product B

and offered the lowest price.

Katsuno

Is a low price level only 58
percent as high okay? Can

you really trust this product?

After the bidding, the product
was checked by the
department that requested it
and confirmed to be in
conformance with the

specification sheet. The




contracting was done only

after this confirmation.

Watanabe

Does this case exemplify a
good result from
competition? Is it
equivalent to a type of value
engineering (VE)? Was it a
case of consultation with the
Institute even though the
lowest bidder did not satisfy
the initial specifications?
Or was it one of satisfaction
of the Institute's
specifications right from the
start, but by a different

approach?

We did not expect this
enterprise to make a bid.
The requesting department
anticipated draft chamber A,
but B was proposed. In
response, the department
contacted the on-site people
and confirmed whether or
not they could confirm

installation.

Kusunoki

So the other two enterprises
made bids that were

anticipated?

Yes.

Katsuno

In simple terms, just what is

a biohazard cabinet?

It is a laboratory table that
constantly continues to vent.
It is a local ventilation facility
with a glass door on its
upper half. Reagents are
mixed inside it.
Researchers perform
procedures by putting their
hands into the cabinet.

Kusunoki

In regard to the question by
Watanabe a little earlier, do
you sometimes  accept
proposals  for  lowering

costs?

The OGVM in construction is

made through a VE

procedure. In
goods/services, opon
notification of the
specifications, the

enterprises may  come

around with questions about




the goods/services. For
example, they may tell us
they are capable of
supplying a certain type of
model with a little difference
in size, and ask us if it would
be acceptable to us. In
some cases, we have them
submit bidding sheets with
catalogues or other
documents  attached in
advance of the start of the
tender. In such cases, we
apply a procedure in which
the requesting department

makes an advance check of

the sheets.
Kusunoki That case may be close to
VE, but not in respect of the
procedure.
Nakachi Is there a significant cost for | In this case, the other two

supplemental parts? How
are such areas assessed?
Can a shortage of parts arise

if the price is lowered?

enterprises were agencies
that provide the parts after
requisitioning them from the
manufacturer. The one
offering the lowest price
provided parts of its own
manufacture. The product
met all of the Institute's
functional requirements.
With an agency involved, the
manufacturer has the
authority to determine the
price. The lowest bidder
was able to provide products

of its own make, and this




enabled it to offer a lower

price.

Chairman Nozato These cases shall be closed

upon making a record of the

opinions expressed by the

members.

4. Follow-up on the items of indication

The secretariat made an oral report on the status of work on the items of indication at the

committee meetings to that point.

In the case of purchase of specialized equipment and other such goods, bids are
often made by only one enterprise. In accordance with the instruction for more
active efforts to cultivate enterprises in Tokyo and the Kansai region, the Institute is
encouraging bids and promoting registration with the electronic bidding system.
Future plans include also more active use of industry journals and other media.

On the subject of maintenance, it was pointed out that the total cost could be
reduced by multiple-year contracting as opposed to single-year contracting. The
Institute intends to apply this approach for maintenance work on the new campus
beginning next fiscal year, and is preparing a climate for competition right from that
year.

For high-cost equipment, it was noted that checks should be made of the
appropriateness and propriety of the related specifications. On this front, a
committee has been instituted with a membership of representative researchers
and administrators. It has just embarked on examinations aimed at determining
the kind of procedures that should be taken, together with the rules for joint

purchase by laboratories.

The opinions and comments of the committee members were as follows.

Opinions and comments Explanation etc. by the
secretariat
Watanabe My aspiration in attending | We will make a more specific

this meeting in my capacity | follow-up report beginning
as a member is to help to | with the next time.

increase the efficiency and
effectiveness of procurement

by the Institute, if only a little.

10




As such, it is vital for
information on how the
proposals made in this
committee are being
reflected and what results
are being obtained to be

shared in this committee.

Katsuno

This is a matter of course.
If it is not stipulated in the
detailed  stipulations, it

should be explicitly inserted.

We shall consider this step.

Chairman Nozato

The Institute should continue
to properly execute tender
procedures and contracting
while heeding the opinions
expressed by the committee

members.

We intend to continue to
strive for proper execution of
tender  procedures and

contracting.

5. Schedule for the next meeting

The secretariat is planning to have the next meeting held around June 2010. The

prospective site is Okinawa. The secretariat noted its desire to make the final decision

upon coordination with the committee members.

11
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9 April 2010

Summary proceedings of the fifth meeting of the contract review committee

1. Time: 9 (Fri.) - 13 (Tues.) April 2010
2. Place: Rotation
3. Attendees
- Committee Chairman Nozato
- Committee members Watanabe, Gohara, Odo, Kusunoki, Okubo, Katsuno, and Nakachi

4. Outline of proceedings
Information on the following items was handed around to the members of the contract
review committee, who were requested to check and confirm said items. The members

gave their approval to the same.

Items for checking and confirmation

(1) Summary proceedings of the fourth committee meeting (held in Tokyo on March 30)
(2) Issues remaining from the fourth committee meeting and inspecting work

1) Revised method of categorization

2) Re-inspection of subject cases in FY2008

3) Categorization of subject cases in FY2009

4) Iltems of indication in the fourth committee meeting

5) Typical examples of newly established types

6) Plan for revision of negotiated contacts

Materials handed around
Summary proceedings of the fourth meeting of the contract review committee (draft)
Materials for the fifth meeting of the contract review committee (held by handing around
documents)
Results of the inspection of categorization by the committee chairman (final draft)
Collection of specifications for inspection

Plan for revision of negotiated contracts
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