
The factual information set forth on the Tracking Charts was submitted to the FLA by each Independent External Monitor and Participating Company and reviewed by FLA staff.  It is being made 
available to the public pursuant to the FLA Charter in order to strengthen the monitoring process. The FLA Charter provides for regular public disclosure of the factual results of independent 
monitoring and the resulting specific actions taken by Participating Companies. 
 
What is a Tracking Chart?  
 
Compliance is a process, not an event. A Tracking Chart outlines the process involved in FLA independent external monitoring and remediation. It is used by the accredited independent external 
monitor, the participating company and the FLA staff to do the following:  
 

 Record Findings: The independent external monitor uses the Tracking Chart to report noncompliance with FLA Code standards. The monitor should also cite the specific Code 
benchmark or national/local law that was used to measure compliance.  

 Report on Remediation: The FLA participating company uses the Tracking Chart to report on the remediation program that was implemented in order to resolve the noncompliance and 
prevent any future violations.  

 Evaluate Progress: The FLA uses the Tracking Chart for purposes of collecting and analyzing information on the compliance situation of a particular factory and for publication on our 
website. This information is updated on an ongoing basis. 

 
What a Tracking Chart is NOT - 
 

 An exhaustive assessment of factory conditions 
 
Working conditions - in any type of workplace - are dynamic. Each Tracking Chart represents a survey of the factory’s conditions on a specific day. Over time, a fuller picture emerges as 
we compile information from various sources to track the compliance progress of a factory. 
  

 A pass or fail evaluation 
 

The Tracking Charts do not certify whether or not factories are in compliance with the FLA Code. Monitoring is a measurement tool. The discovery of noncompliance issues is therefore not 
an indication that the participating company should withdraw from a factory. Instead, the results of monitoring visits are used to prioritize capacity building activities that will lead to 
sustainable improvements in the factory’s working conditions.  
 

• A one-time event  
 

Each monitoring visit is followed by a remediation program, further monitoring and remediation in an ongoing process. The Tracking Charts are updated accordingly. 
 
 
 
 



Note on Language 
Please be advised that because FLA independent external monitors are locally-based and English is generally not their native language, the language presented may at times appear unclear to a 
reader who is a native English speaker. In order to preserve the integrity of the transparency process and the information we receive, our policy is to publish the original text from the monitor and 
participating company. However, the reader will note that we have taken the precaution to remove any identifying information about the factory that was monitored or the workers interviewed.  
 
For example, in cases where monitors and/or participating companies have cited the actual number of workers in reference to a noncompliance issue, in order to protect the workers’ identities, we 
have replaced the numbers with generic wording in brackets (i.e. “[some]”, “[worker interviews revealed that]”,etc.).   
 
We do not disclose the name of the factory that was monitored in order to ensure that the FLA’s efforts to encourage and reward transparency do not have detrimental consequences for the 
factory and the workers.  
 
Instructions for Printing 
The information contained in the Tracking Charts is organized by columns and rows in a table format. Due to the number and width of the columns, the charts have been formatted for legal size 
(8.5 x 14in.) paper. To print the charts, please make sure to select “legal” size paper from Print properties. 
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Factory Response (Optional) Company follow up                                                
( March 30, 2006)

Documentation

1. Code Awareness
 

Freedom of Movement Employers are prohibited from practices that restrict a 
worker’s ability to terminate his or her employment or freedom 
of movement, including physical or mental coercion, 
deposits, unreasonable financial penalties or recruitment 
fees, and access to and renewal of identity papers and/or 
work permits or other legal identification documents.

New employees need to pay 50 Yuan as uniform 
deposit when start working. The money will be 
returned after one year. 

Workers interview/ 
Management interview/ 
Records review.

Stop the practice of requiring deposit for uniform.  Refund 
amounts previously collected from all  workers still with the 
factory.

Issue policy regarding the return of uniforms or payment of 
uniforms not returned by workers who resign during the 
probationary period.  Inform all new workers about this policy 
and include in the provisions of the employment contract

Jan. 31, 2006 RMBY50 was collected as uniform deposit to protect the 
interest of the company, because many workers left a few 
days after the uniforms were issued.  We have stopped this 
practice for uniform deposit  from Nov. 1, 2005 and will 
refund all previous collections by Dec. 2005.  In the future, 
the factory will deduct the cost of the uniform from the 
worker's remaining salary if he quits within three months 
from employment and he does not return the uniform. 
(Note:  The uniform consists of two sets of jackets and 
these are costly.)

Deposit for uniform was refunded to workers 
together with the December 2005 salary given 
on January 25, 2006.

A notice for the refund of 
uniform deposit was posted on 
the bulletin board.    

"No deposit; Free Uniform" 
was added in the employment 
procedure.

3. Child Labor

Legal compliance for juvenile 
workers

Art. 9 of Regulations on Special Protection of 
Juvenile Workers: Employment of juvenile 
workers should be under registration.                     
Art. 65 of PRC Labor Law: Employer shall carry 
out regular physical examinations for juvenile 
workers.          

Employers will comply with applicable laws that apply to 
young workers, i.e., those between the minimum working age 
and the age of 18, including regulations relating to hiring, 
working conditions, types of work, hours of work, proof of age 
documentation, and overtime

Juvenile workers have not been registered with local 
labor bureau.                                                

Management interview/ 
Document review/ 
Workers interview.

Comply with the legal requirements of registering juvenile 
workers with the Labor Bureau and of providing them with 
annual physical check up.

Keep a separate list of juvenile workers for easy monitoring.

Jan. 31, 2006 We followed Chang Le's local Labor Bureau's requirement 
to register all workers, including juvenile workers before the 
end of each year.  In response to the audit finding we have 
already registered all existing juvenile workers on 
Nov.07,2005. Henceforth,  we will register all juvenile 
workers  with the local labor bureau within the month of 
their employment.

All young workers were registered with the 
labor bureau as of February 2006.  Registration 
of young workers is now  a new procedure 
which is done monthly starting March 2006.  

A list of young workers and 
their registration were 
checked.

Legal compliance for juvenile 
workers

Art.6 of Regulations on Special Protection of 
juvenile Workers: Employer shall carry out 
regular physical examinations for juvenile 
workers as required by follows: (1) Before 
arrangement of working positions; (2) working 
for one year; (3) an employee just over 18 shall 
take physical examination if it has been more 
than 6 months since last physical examination.      

Employers will comply with applicable laws that apply to 
young workers, i.e., those between the minimum working age 
and the age of 18, including regulations relating to hiring, 
working conditions, types of work, hours of work, proof of age 
documentation, and overtime

Juvenile workers do not take any physical examination 
during the employment.

Management interview/ 
Document review/ 
Workers interview.

Comply with the legal requirements of registering juvenile 
workers with the Labor Bureau and of providing them with 
annual physical check up.

Keep a separate list of juvenile workers for easy monitoring.

Jan. 31, 2006 Physical check-up for new workers (including juvenile 
workers) was done in the past, though not  regularly. 
Effective immediately, all  juvenile workers will be provided 
with physical check up until they reach the age of 18.  

All young workers, together with other workers, 
were provided with health check up.

Documents showed not only 
the young workers but even 
some other workers  were 
provided health check up.

4. Harassment or Abuse

Access to Facilities Access to food, water, toilets, medical care or health clinics or 
other basic necessities will not be used as either reward or 
punishment

Workers have to apply for a toilet permission card 
before they go to the bathroom. One permission card 
is shared among 20-30 workers.

Workers interview/ 
Management interview/ 
Permission card review.

Ensure that this system of using ID will not deprive nor 
restrict the access by workers  to toilets (and other facilities 
such as drinking water, clinic, etc.) whenever necessary. 

Brief all employees, including managers and supervisors,  
about this.

Jan. 31, 2006 The card is normally used when workers need to go to 
other sections on official mission during working time. The 
card is replaced with the ID of the worker using it. The 
same is also used for going to the toilet. The card system 
aims to control the workers loitering around the factory or in 
the toilets and conduct order in the work area.  It is never 
intended to restrict workers who need to go to the toilet.  In 
case of urgency, they are allowed to go to the toilet even 
without the card. To improve this,  additional cards will be 
issued to have a ratio of 1 card for every 15 workers.   

The number of toilet cards was increased to 1 
card for every 10 workers (previously at 1 card 
for every 20 to 30 workers).  Interviewed 
workers also said that they can go to the toilet 
even without the card especially in urgent 
cases. 

Inspection; workers' interview

 Monetary Fines and Penalties  Art.16 of Interim Regulation on the Payment of 
Wages: Bearing damages for the employee's 
cause, the employer could ask for 
compensation from the employee according to 
the labor contract. The compensation could be 
deducted from the salary or wages of the 
employee. While the deduction could be not 
more than 20% of the salary or wages of 
present month. Besides, the remainder should 
be no less than the minimum wage regulated by 
local government if it is inclined to under it after 
the deduction. 

Employers will not use monetary fines and penalties for poor 
performance

The policy and practice for handling discipline has 
different levels of monetary punishment including a 
combination of written warnings and wage deductions.  
According to the severity of the case, workers will be 
deducted 12, 20, 36 or 108 Yuan.

Workers interview/ 
Management interview/ 
Records review.

Stop the practice of imposing monetary penalties. Formulate 
in its stead written disciplinary policies consisting of 
progressive penalties such as verbal warning, written 
warning and termination.

Brief all employees, including managers and supervisors, 
regarding these disciplinary policies.

Jan. 31, 2006 Monetary penalties were found to have more impact in 
enforcing workers' discipline. But this can be avoided by the 
workers by following the company's regulations. The award 
and punishment regulations of our factory has been 
explained in detail in the manual handed out to every 
employee. At the same time, our factory is going to add 
stipulations concerning award and punishment into the 
labor contract and announce these stipulations to the 
workers. We will ensure that the remaining wage of the 
worker after deductions for penalties shall be no less than 
the minimum wage. These deductions will be included in 
the workers' benefit fund and managed totally by the 
workers' council. A report on all the expenses from the fund 
will be published on the notice board every month. 

Monetary penalty is still in effect.  Factory 
regards this as the best way to enforce 
discipline on workers.  The factory agreed to 
stop the practice of monetary penalties.   As 
advised by the factory, the system of monetary 
penalty will be stopped in September 2006. It 
was replaced by graduated penalties. A copy of 
the new policy was posted at the bulletin 
boards. The supervisors were briefed on this 
change and the supervisors in turn announced 
it to the workers. The factory will include the 
change in the new handbook that it will 
prepare.

Verbal abuse Employers will prohibit screaming, threatening, or demeaning 
verbal language

Auditor team received a phone call from the worker of 
the factory two days after the assessment. One of the 
issue mentioned by the worker was that Taiwanese 
management use unacceptable words when talking to 
them.  

The phone call was 
received after the 
audit. No further 
investigation was 
possible.  No 
complaints on verbal 
abuse were received 
during the interviews 
on site

Workers' phone call. Formulate policies and guidelines covering all forms of 
harassment or abuse. i.e.,  verbal, physical or sexual. 

Guidelines should include sanctions to employees at all 
levels, including managers, who will commit acts of 
harassment or abuse.

Brief all employees about the policies and guidelines.  
Include them as part of the orientation program for new 
employees.

Jan. 31, 2006 The company has reaffirmed the regulation that supervisory 
staff at different levels including Taiwanese supervisors 
should use more civilized language in the management.  
The general manager held a meeting with all the 
supervisors and managerial staff on Nov. 18, 2005 to 
emphasize the importance of using civilized language with 
everybody. He emphasized that if any supervisory staff 
does not use civilized language in the work, he/she will be 
transferred from his/her post. 

A meeting between management and 
supervisors was held on November 18, 2005. A 
briefing of supervisors was also held on Feb. 
16, 2006.  In both meetings, the policy of non-
harassment or abuse was discussed.  

The policy on non-harassment or abuse is 
included in the employee handbook (page 19) 
which is used during orientation of workers.

Record of meeting and 
training;  copy of handbook;  
interview

5. Nondiscrimination

6. Health and Safety

PPE Art. 37 of PRC Work Safety Law: Production 
and business units shall provide their 
employees with PPE that are up to national 
standards or industrial specifications, and they 
shall give instruction to their employees and see 
to it that they wear or use these PPE in 
accordance with the rules for their use.

Workers shall wear appropriate protective equipment (such as 
gloves, eye protection, hearing protection, respiratory 
protection, etc.) to prevent unsafe exposure (such as  
inhalation or contact with solvent vapors, noise, dust, etc.) to 
hazardous elements including medical waste.

Ear plugs are provided by the employer, but the use is 
not enforced. 80% of the workers exposed to 
excessive noise (as per the result of the environmental 
assessment conducted by Fuzhou Disease prevention 
and control center on September, 18th, 2005) did not 
wear provided ear plugs.

Factory tour Develop a training plan for personal protective equipments 
(PPE).  Training should focus on the importance of the 
proper and consistent use of PPE. 

Provide the training to supervisors and workers concerned. 
Enforce use and apply sanctions for non-use.

Determine ways to reduce the risk for which the PPE is 
intended.

Jan. 31, 2006 Some workers feel uncomfortable using the ear plugs and 
these are worn incorrectly despite repeated advise. We will 
continue to conduct regular orientation on the importance 
and proper use of this protective appliance and enforce its 
use. We will also set up a replacement program for old 
machines and improve existing maintenance programs to 
help reduce the noise level. The regular test conducted by 
a private company on the  noise levels inside the factory 
will continue to help us determine which areas need to 
improve. 

Training on PPE was conducted for workers 
and supervisors.  However, enforcement still 
needs to be improved as ocular inspection in 
the production areas showed many workers 
were either not wearing or not using the PPE 
properly. 

Record of training;  inspection

Sanitation in Dining Area Art. 27 of PRC Food Sanitation Law: Enterprise 
engaged in food production or marketing as well 
as food vendors must obtain a hygiene license 
issued by the administrative department of 
public health before they shall be  permitted to 
apply for registration with the administrative 
departments of industry and commerce. No 
person who has not obtained a hygiene license 
may engage in food production or sale.                 

All food preparation shall be prepared, stored, and served in a 
sanitary manner in accordance with applicable laws. Safe 
drinking water should be available in each building.

The cafeteria does not have license. Document Review/ 
Management interview.

The cafeteria operator should apply for a license and hygiene 
permit as long as food is prepared and served for workers  in 
the site while its construction is going on.

Jan. 31, 2006 Since the cafeteria is still being dismantled and rebuilt, we 
cannot apply for license. After it is completed and passed 
the acceptance check, we shall go through the related 
procedures of registration and application for license..

The cafeteria is still under construction 
(together with a new building).  The temporary 
kitchen / canteen permit cannot  be issued by 
authorities due to the fact that the conditions at 
the temporary canteen will not warrant 
issuance of the permit because of the on-going 
construction.

Interview

Every employee will be treated with respect and dignity.  No employee will be subject to any physical, sexual, psychological or verbal harassment of 
abuse.

No person will be subject to any discrimination in employment, including hiring, salary, benefits, advancement, discipline, termination or retirement, 
on the basis of gender, race, religion, age, disability, sexual orientation, nationality, political opinion, or social or ethnic origin.

Employers will provide a safe and healthy working environment to prevent accidents and injury to health arising out of, linked with, or occurring in the 
course of work or as a result of the operation of employer facilities

2.Forced Labor 
There will not be any use of forced labor, whether in the form of prison labor, indentured labor, bonded labor or otherwise

No person will be employed at an age younger than 15 (or 14 where the law of the country of manufacture allows) or younger than the age for 
completing compulsory education in the country of manufacture where such age is higher than 15.

RemediationIEM Findings

Footwear
Sewing, cutting, molding, warehousing, sole-making, QC.

27, 28, 29, October, 2005
PUMA
3668

FLA Audit Profile
China
36001530D
ALGI
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Sanitation in Dining Area Art. 26 of PRC Food Sanitation Law: All 
persons engaged in food production or 
marketing must undergo an annual medical 
examination; persons newly employed or 
serving temporarily in this field must also 
undergo a medical examination and may not 
start work until they have obtained health 
certificates.  

All food preparation shall be prepared, stored, and served in a 
sanitary manner in accordance with applicable laws. Safe 
drinking water should be available in each building.

Three out of seven cafeteria workers do no have 
mandated health certificates.

Document Review/ 
Management interview/ 
Cafeteria workers' 
interview

Ensure that all workers at the cafeteria undergo and pass a 
regular annual health check up.

Keep the health records on file.

Jan. 31, 2006 These three workers have passed the health check-up on 
Nov.9,2005.  

All cafeteria workers were submitted to and 
passed the health check.

Health cards of cafeteria crew.

Victimization Employers and employees will honor in good faith, for the 
term of the agreement. the terms of any collective bargaining 
agreement they sign. Employees shall be able to raise issues 
regarding CBA compliance by the employer without retaliation

As per the collective bargaining agreement, the 
company will comply with Minimum Wage 
requirements, legal working hours and overtime 
provisions. The auditing team concluded that the 
company is not in compliance with these items.

Document review/ 
Management interview.

Comply with the legal provisions regarding the payment of 
correct wages and legal benefits and observance of legal 
working hours and overtime provisions.

Advise personnel staff to be updated on labor laws;  payroll 
staff to monitor proper implementation of legal wages and 
benefits;  and  train production staff to monitor and control 
working hours.

Jan. 31, 2006 There are indeed some cases, for example: workers 
(Mechanics, Electricians, Cleaning staff,etc) engaging in 
special jobs, are not in compliance with these regulations in 
our factory, so we decide to implement the related 
stipulations of Section 36,37,38,40,42,44 and 46,48,50,51 
of Labor Law. 

A new wage system which is based on hours 
worked was in effect starting January 2006.  
There are workers who are paid by piece but 
minimum wage is guaranteed based on hours 
worked.  Workers also receive year of service 
allowance from RMB 6 to 140 a month.

Attendance and payroll 
records;  interview

Union as the Bargaining Agent In any case where the industrial relations system specifies 
certain unions as the exclusive bargaining agent, employers 
will not be required to engage in collective bargaining with 
other worker groups or organizations on matters covered by 
the collective agreement.

FLA Comment:  The Chinese constitution guarantees 
Freedom of Association; however, the Trade Union Act 
prevents the establishment of trade unions independent of 
the sole official trade union – the All China Federation of 
Trade Unions (ACFTU).  According to the ILO, many 
provisions of the Trade Union Act are contrary to the 
fundamental principles of freedom of association, including 
the non-recognition of the right to strike.  As a consequence, 
all factories in China fall short of the ILO standards on the 
right to organize and bargain collectively.  Recently, 
however, the government has introduced new regulations 
that could improve the functioning of the labor relations 
mechanisms.  

The Amended Trade Union Act of October 2001 does 
stipulate that union committees have to be democratically 
elected at members’ assemblies and trade unions must be 
accountable to their members.  The trade union has the 
responsibility to consult with management on key issues of 
importance to their members and to sign collective 
agreements. It also grants the trade union an enhanced role 
in dispute resolution. In December 2003,the Collective 
Contracts Decree introduced the obligation for 
representative trade unions and employers to negotiate 
collective agreements, in contrast to the previous system of 
non-negotiated administrative agreements.

8. Wages and Benefits

Minimum Wage Art. 48 of PRC Labor Law: The employer shall 
pay laborers wages no lower than local 
standards on minimum wages.

Employers will pay workers the legal minimum wage or the 
prevailing industry wage, whichever is higher

Workers get 1 Yuan per hour, which does not reach 
the minimum wage (2.57 Yuan).

Management interview/ 
Workers interview/ 
Document review

Factory should be updated on government regulation 
regarding minimum wages and should comply with its 
immediate implementation.  Post copies of the new 
regulation on the notice boards at the working areas.

For the back wages on the latest minimum wage, factory 
should arrange the immediate payment.

Jan. 31, 2006 The wage of RMB1 per hour paid by our factory at present 
refers to the basic salary only. Our factory also pays other 
allowances not required by law such as service bonus, 
attendance bonus, position allowance, production bonus, 
etc.  Therefore most of the workers are paid average higher 
than the minimum wage of RMB2.50 per hour.  For those 
receiving below the minimum wage, we will compensate the 
back wages from July to December in the December 
payroll.  

The factory has a new wage system  effective 
January 2006 which guarantees payment of 
legal minimum wage of RMB430 a month.  
Guaranteed wage is based on hours worked. 
Piece rate workers are guaranteed the 
equivalent of minimum wage for actual hours 
worked if piece rate earning is lower than the 
said equivalent. 

Back wages were paid in February 2006.

Payroll and time records; 
workers interview.

Wage Benefits Awareness Art. 19 of PRC Labor Law: Labor contract shall 
be in written form and with the following items 
included: term of contract, job description, labor 
protection and conditions, remunerations, labor 
discipline, conditions for termination of contract 
and liabilities for breach of contract.  

Employers will communicate orally and in writing to all 
employees in the language of the worker the wages, incentive 
systems, benefits and bonuses to which all workers are 
entitled in that company and under the applicable law

No terms regarding wage, hours of work are listed in 
labor contract. 

Labor contracts review/ 
Management interview.

Contract should include all the data required under Sec. 19 
of the Labor Law.  

Advise Personnel Department about this requirement.  

Jan. 31, 2006 The labor contract used by our factory are the standard 
contracts formulated by the local government. Henceforth, 
we shall comply with the requirements of Sec.19 of the 
Labor Law regarding the contents of the contract. 

Labor contract now contains wages and  
schedule of working hours.

Labor contract;  verified also 
with workers during interview

Wage and Benefits Posting All notices that are legally required to be posted in the factory 
work areas will be posted.  All legally required documents, 
such as copies of legal code or law, will be kept at the factory 
and available for inspection

The factory is not aware of and does not follow 
effective minimum wage applicable for this city. 

Management interview/ 
Document review

Factory should be updated on government regulation 
regarding minimum wages and should comply with its 
immediate implementation.  Post copies of the new 
regulation on the notice boards at the working areas.

For the back wages on the latest minimum wage, factory 
should arrange the immediate payment.

Jan. 31, 2006 Our factory indeed failed to timely implement the local 
standards for minimum wage in Fujian Province that took 
effect on Jul. 1, 2005. However, only a small part of our 
staff receive wages below the minimum. In order to remedy 
this mistake, we decide to compensate the shortage for the 
period from July to December while distributing the 
December salary and post the notices regarding this. 
Moreover, we will ensure that we will be updated on the 
future changes in the minimum wage applicable for the 
local government.

Local minimum wage notice was posted on the 
bulletin boards but interviewed workers were 
not aware of the amount.  However, they 
acknowledged increase in their wages.

Copy of minimum wage notice 
posted on the bulletin boards;  
workers' interview

Illegal Holding of Funds Art.16 of Interim Regulations on the Payment of 
Wages: Bearing damages for the employee's 
cause, the employer could ask for 
compensation from the employee according to 
the labor contract. The compensation could be 
deducted from the salary or wages of the 
employee. While the deduction could be not 
more than 20% of the salary or wages of 
present month. Besides, the remainder should 
be no less than the minimum wage regulated by 
local government if it is inclined to under it after 
the deduction.

All voluntary deductions (savings clubs, loan payments, etc.) 
will be credited to proper accounts and funds will not be held 
illegally or inappropriately by employers.  

The working fee (3 Yuan per month) is deducted by 
the employer to pay for commercial accident 
insurance.  Workers have not been informed or 
agreed to this deduction.

Management review/ 
Document review/ 
Workers interview.

Stop the implementation of the said deduction.  Inform all 
employees about the discontinuance.

Any deductions in the future must first be discussed and 
agreed to with the workers in writing.

Jan. 31, 2006 RMBY3 was deducted to the workers to cover the 
commercial accident insurance. This has been discontinued 
since November 25, 2005 and the company will shoulder all 
the commercial accident insurance premiums. Staff and 
workers have been informed on this orally and in writing.

Deduction of RMB3 was stopped.  Factory 
pays 100% of the commercial accident 
insurance for all workers.  Interviewed workers 
were aware of the cancellation of the 
deduction.

Payroll records;  insurance 
payment;   workers'  interview

Illegal Holding of Funds Art.16 of Interim Regulations on the Payment of 
Wages: Bearing damages for the employee's 
cause, the employer could ask for 
compensation from the employee according to 
the labor contract. The compensation could be 
deducted from the salary or wages of the 
employee. While the deduction could be not 
more than 20% of the salary or wages of 
present month. Besides, the remainder should 
be no less than the minimum wage regulated by 
local government if it is inclined to under it after 
the deduction.

All voluntary deductions (savings clubs, loan payments, etc.) 
will be credited to proper accounts and funds will not be held 
illegally or inappropriately by employers.  

The amount of wages to be paid to the employee, are 
round-down to the closest Yuan amount (fraction of 
the Yuan is always deducted). As per management 
explanation, since it is very difficult to allocate the 
fraction of the Yuan to each worker, the deducted 
money is accumulated in an “employee benefit fund”. 
As per record review of the use of employee benefit 
fund in October 2005, the money has been used to 
cover the Taiwanese management meal expense, 
electricity bill, water bill, employee meals and birthday 
parties. Expenses listed were considered by the 
auditing team to be inappropriate.  Additionally, 
workers are not aware of anything related to the 
deducted money and the benefit fund.   

Management review/ 
Document review/ 
Workers interview.

Discontinue the practice and pay the exact amount of wages.  
Inform the payroll staff about the discontinuance. 

Note:  The wages of workers are rounded down to the nearest 
yuan because of the difficulty to  allocate the fraction of a yuan to 
every worker according to the factory.  The fraction of the yuan 
that is deducted is integrated into the “employee benefit fund”,  the 
main source of which is provided by the company.  The loose 
change deducted from January to October 2005 represented less 
than 1% of the total expenses from the fund during the same 
period.  The fund is being used for the meal expenses of workers 
and Taiwanese management staff,  electricity and water bills for 
workers' domitory, and parties for workers such as for Labor Day 
and moon cake festival.   

Jan. 31, 2006 The rounded-down amount of wages was integrated into 
the Company Benefit Fund. The total amount involved from 
January to October 2005, was RMB 17,857.40.  Total 
expenses of the Benefit Fund for the same period was RMB 
1,957,484.45.  The Benefit Fund is not used to cover the 
Taiwanese management meal, but for the workers' medical 
and meal expenses, bounty, electricity and water bills for 
dormitory, parties for workers, moon cakes, and Labor Day 
party etc. as indicated in the attached details. We will stop 
this practice and pay the exact wages.

Workers salaries are now paid in exact amount 
up to the last cent.   

Payroll sheets and pay slips;   
workers' interview

Employers will recognize and respect the right of employees to freedom of association and collective bargaining

Employers recognize that wages are essential to meeting employees’ basic needs. Employers will pay employees, as a base, at least the minimum 
wage required by local law or the prevailing industry wage, whichever is higher, and will provide legally mandated benefits

7. Freedom of Association and Collective Bargaining
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(uncorroborated)

If not corroborated, 
explain why

Sources/Documentation 
used for corroborating

Notable Features 
implemented by 
Factory 
Management or 
Company

PC Remediation plan Target 
Completion 

Date

Factory Response (Optional) Company follow up                                                
( March 30, 2006)

Documentation
RemediationIEM Findings

Legal Compliance for holiday/leave Art. 51. of PRC Labor Law: The employer shall 
pay wages to laborers in accordance with law 
when they have legal holiday, take leaves 
during periods of marriage or mourning, and 
participate in social activities in accordance with 
law.

Workers will be paid for holidays and leave as required by law Workers are not paid for legal holidays. Workers interview/ 
Management interview/ 
Document review.

As above "Comply with the legal provisions regarding the 
payment of minimum wages and legal benefits and 
observance of legal working hours and overtime provisions.

Advise personnel staff to be updated on labor laws;  payroll 
staff to monitor proper implementation of legal wages and 
benefits;  and  train production staff to monitor and control 
working hours." 

Jan. 31, 2006 Factory agrees and will rectify immediately. Employee handbook now contains annual 
leave and paid holiday policy.  Payroll records 
show payment of holiday but no record yet of 
annual leave availment and payment.

For further verification on annual leave 
payment

Handbook and payroll records

False Payroll Records Employers will not use hidden or multiple payroll records in 
order to hide overtime, to falsely demonstrate hourly wages, 
or for any other fraudulent reason.

Three versions of the payroll records were found in the 
factory. According to the original payroll, employees 
receive approximately 50% the required minimum 
wage. Overtime wages are also not in compliance.  In 
the second version, the payroll is re-structured, to 
show 90% of the workers receiving at least minimum 
wage. The third version of the payroll is a simplified 
version of the second one. Details like overtime wages 
and allowances are missing since the figures are 
combined. 

Records review (paper 
print out and computer 
records).

Prepare only one set of payroll records that will include all 
working hours / days as reflected in the employees' 
attendance records.  

Payroll records should also indicate details of each worker's 
worked hours / days; regular and overtime earnings;  
payment for leaves and holidays;  allowance and other 
earnings as well as the details of deductions from wages.

Jan. 31, 2006 The first version is the original payroll which shows detailed 
information about the wage composition while the second 
one is a simplified version of the first. The third version is a 
pay slip provided to workers which indicates the details of 
earnings and deductions.  Anyhow, the total amount in 
each document is definitely same.  To correct this, we have 
asked a computer company to develop a new program 
which will be implemented on Jan. 1, 2006.                               
At present, the factory uses two sets of payroll.

The factory uses a new payroll format.    The 
new format contains details of regular and 
overtime hours, basic and piece wages and of 
additional benefits and allowances as well as 
deductions.  

Payroll records 

9. Hours of Work

Overtime Limitations Art. 41 of PRC Labor Law: Employees should 
not be allowed to work more than three 
overtime hours per day and 36 overtime hours 
per month.                                                                   

Except in extraordinary business circumstances, employees 
will (i) not be required to work more than the lesser of (a) 48 
hours per week and 12 hours overtime or (b) the limits on 
regular and overtime hours allowed by the law of the country 
of manufacture or, where the laws of such country will not 
limit the hours of work, the regular work week in such country 
plus 12 hours overtime; and (ii) be entitled to at least one day 
off in every seven day period.  An extraordinary business 
circumstance is a temporary period of extra work that could 
not have been anticipated or alleviated by other reasonable 
efforts

1. The monthly overtime hours for employees of all 
departments ranged from 91 hours to 112 hours in 
December, 2004, January, May, June, July, August, 
September and October 2005.                                                                                                                                                                     
2. Employees work up to 70 hours a week in 
December, 2004, and January, May, June, July, 
August, September, October 2005.                                                                                                                                                     
3. Seven cafeteria workers and 15 security guards 
work 12 hours a day.

Workers interview/ 
Management interview/ 
Time cards and payroll 
review.

Comply with the legal provisions on overtime hours and rest 
days.

Capacity loading should be based on normal and not 
excessive overtime hours.  Train production staff on how to 
monitor and control overtime hours.

Add security guards to lessen the work schedule and thus 
shorten the working hours of the existing ones.

Jan. 31, 2006 a) This happens only on peak months when extended 
working time is needed to satisfy customers' delivery 
schedules. Normally, the factory follows the 60 hrs/week 
schedule though we go lower than this during lean months.  
However, during peak months,  we reach 66 hrs/week as 
allowed by the local labor bureau and with the workers' 
consent.                      b) The cafeteria workers don't work 
for 12 straight hours as they can take rest when it is not yet 
time for food preparation. Yet they are paid for 12 hours.       
c) We will hire additional guards to relieve other guards 
from extended working hours

Compared to the months prior to November 
2005,  the working hours in recent months 
generally decreased though there were still 
cases that exceeded PUMA standards of 60 
hours a week. 

Security guards are now under agency contract 
and are working in 3 regular shifts on rotated 
shift assignments.

For further monitoring of reduction of working 
hours in subsequent months.

Attendance records;  

Day of Rest Art. 38 of PRC Labor Law: Employer shall 
guarantee that its laborers have at least one 
day off per week.  

Except in extraordinary business circumstances, employees 
will (i) not be required to work more than the lesser of (a) 48 
hours per week and 12 hours overtime or (b) the limits on 
regular and overtime hours allowed by the law of the country 
of manufacture or, where the laws of such country will not 
limit the hours of work, the regular work week in such country 
plus 12 hours overtime; and (ii) be entitled to at least one day 
off in every seven day period.  An extraordinary business 
circumstance is a temporary period of extra work that could 
not have been anticipated or alleviated by other reasonable 
efforts

Employees had one day off after consecutive 10 to 14 
work days in May, June, July and August, 2005.                                                                

Workers interview/ 
Management interview/ 
Time cards and payroll 
review.

Comply with the legal provisions on overtime hours and rest 
days.  In case work on rest day cannot be avoided, ensure 
that a compensating rest day will be arranged in the following 
week.

Capacity loading should be based on normal working days 
not including rest days.  Train production staff on how to 
monitor and control working hours.

Jan. 31, 2006 1 day off every week is the normal schedule. However, 
during peak month workers need to work to catch up 
delivery schedules, the factory will find some suitable time 
to compensate the workers' rest days. But from now on 
there is always one day off per week.

From November 2005 to February 2006 
(records for March 2006, month of visit, were 
not checked ),  factory observed a weekly rest 
day

For further verification of compliance in 
subsequent months

Attendance records

10. Overtime Compensation

Accurate recording of OT hours 
worked

Employees will be paid for all hours worked in a workweek.  
Calculation of hours worked must include all time that the 
employer allows or requires the worker to work

The supervisors are responsible for tracking the 
attendance sheet. Working hours recorded were found 
to be inaccurate.  

Workers interview/ 
Management interview/ 
Payroll review.

Provide time cards to each worker such that they have full 
control in recording their own working hours. 

Jan. 31, 2006 In order to prevent mistakes from manual entries,  our 
factory will employ computerized recording of  workers' 
attendance..

The factory is now using electronic time 
recording system (swipe/touch cards) for all 
workers.

Print out of electronic 
attendance record

OT Compensation Art. 44.1 of PRC Labor Law: The employer shall 
pay workers  no less than 150 % of their regular 
wages if they are required to work overtime.                                                                    

The factory shall comply with applicable law for premium 
rates for overtime compensation

The regular overtime wage for workers is 1.5 Yuan per 
hour, which does not meet 150% of the local minimum 
wage (since factory fails to compensate legal 
minimum wage).                                          

Workers interview/ 
Management interview/ 
Payroll review.

Follow legal requirement for the payment of overtime 
premium of 150% based on the worker's basic wage which 
should at least be equal to the minimum wage.

Jan. 31, 2006 150% rate for overtime was actually followed, and overtime 
pay is not only based on the basic rate (RMB1) but also 
including other allowances. 

In the new wage system, the overtime pay is 
based on the minimum wage with the  legal OT 
rates of 150% for regular overtime and 200% 
for work on rest day.

Employee handbook and 
notices posted around the 
factory;  payroll records (for 
checking overtime on regular 
days )

OT Compensation Art. 44. 2 of PRC Labor Law : Payment of 
wages to laborers should be no less than 200% 
of the normal wage if the employees are 
required to work on a day of rest and no 
deferred rest can be taken.    

The factory shall comply with applicable law for premium 
rates for overtime compensation

The rest day overtime wage for workers is 1Yuan per 
hour, which does not meet 200% of the local minimum 
wage (since factory fails to compensate legal 
minimum wage). 

Workers interview/ 
Management interview/ 
Payroll review.

Follow legal requirement for the payment of work on rest day 
at 200% based on the worker's basic wage which should at 
least be equal to the minimum wage.

Jan. 31, 2006 We apply the rate of 200% when paying work on rest day 
for which no substitute rest day can be given.  

In the new wage system, the overtime pay is 
based on the minimum wage with the  legal OT 
rates of 150% for regular overtime and 200% 
for work on rest day. Back wages were also 
paid, as stated above.

 

Miscellaneous
Security guard Licenses Art 3.3 of Decision on Reorganizing Security-

guarding Service by Ministry of Public Security 
of PR China: Security guards hired should have 
licenses issued by public security authority and 
should be registered with local police station. 

11 out of 15 security guards do not have mandated 
licenses.

Document Review/ 
Management Security 
guards interview.

Ensure that all security guards have the license required by 
the government.  

Make a policy that security guards must have the required 
license on the first day of their employment. 

Jan. 31, 2006 We will employ all the Security guards from the agency duly 
licensed by the police.

All security guards in the factory are under the 
control of contracted agency.  Agency requires 
all guards to have valid license.  Factory was 
provided copy of license of all security guards.

Security guards license

Except in extraordinary business circumstances, employees will (i) not be required to work more than the lesser of (a) 48 hours per week and 12 
hours overtime or (b) the limits on regular and overtime hours allowed by the law of the country of manufacture or, where the laws of such country 
will not limit the hours of work, the regular work week in such country plus 12 hours overtime; and (ii) be entitled to at least one day off in every seven 
day period

In addition to their compensation for regular hours of work, employees will be compensated for overtime hours at such premium rate as is legally 
required in the country of manufacture or, in those countries where such laws will not exist, at a rate at least equal to their regular hourly 
compensation rate.
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