] ' FAIR LABOR  \\pEPENDENT EXTERNAL ASSESSMENT REPORT

ASSOCIATION

COMPANIES: PopSockets LLC
COUNTRY: China
ASSESSMENT DATE: 07/08/19
ASSESSOR: Openview
PRODUCTS: Other
NUMBER OF WORKERS: 185



Summary of Code Violations

Companies that join the FLA agree to uphold the FLA Workplace Code of Conduct throughout their entire supply chain. The Code of
Conduct is based on International Labour Organization (ILO) standards, and defines labor standards that aim to achieve decent and
humane working conditions.

While it is important to note when violations of the FLA Workplace Code of Conduct occur, the purpose of these assessments is not
simply to test compliance against a particular benchmark, but rather to develop an understanding of where and how improvements can
be made to achieve sustainable compliance. Code of Conduct violations can be found throughout the course of an assessment of the
employment and management functions, and are addressed in companies’ action plans.

FLA Code Element Number of Violations
Compensation 3
Hours of Work 3
Employment Relationship 18
Health, Safety, and Environment 6
Freedom of Association 1

Findings and Action Plans
FINDING NO.1

SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Policies & Procedures (Macro)

Finding Explanation

1. The factory does not have written policies or procedures on Personnel Development, which should include: a) Policies and procedures
that encourage ongoing training with the goal of raising or broadening workers' skills so they can advance in their careers. [ER.28.1] b)
Policies and procedures on demotion. [ER.30.1]

2. The factory does not have policies or procedures governing all aspects of Retrenchment, which should include consulting with
worker/union representatives prior to making the final decision on retrenchment, a plan that mitigates the adverse effects of layoffs to
workers and non-discriminatory criteria selecting individual workers who will be laid off. [ER.32.1]

3. The factory does not have procedures for workers to raise health, safety and environmental concerns or indicating protection against
retaliation for workers who raise health, safety and environmental concerns. [ER.31.2]

4. The factory only has simple policies and procedures on performance reviews, which do not include steps and processes,
nondiscrimination, or written feedback. [ER.29.1]

5. The disciplinary procedures do not include workers' right to appeal the disciplinary action and workers' ability to have a third-party
witness during the imposition of disciplinary actions. [ER.27.4]

Local Law or Code Requirement
FLA Workplace Code (Employment Relationship Benchmarks ER.27, ER.28, ER.29, ER.30, ER.31 and ER.32)

COMPANY ACTION PLANS
Action Plan no 1.

Description
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The Administration Department supplements and completes relevant management regulations in accordance with FLA Code
requirements.

FINDING NO.2

SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Training (Macro)

Finding Explanation

1. The factory does not provide specific training to relevant supervisors on Employment Functions including Recruitment, Hiring &
Personnel Development, Compensation, Hours of Work, Termination & Retrenchment, Industrial Relations, Workplace Conduct &
Discipline, Grievance System, Health &Safety and Environmental Protection. [ER.17.1]

Local Law or Code Requirement
FLA Workplace Code (Employment Relationship Benchmark ER.17)

COMPANY ACTION PLANS
Action Plan no 1.

Description
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According to the FLA Code, the Ministry of Administration organizes special social responsibility training for managers.

FINDING NO.3

SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Review Process (Macro)

Finding Explanation
1. The factory has not conducted management or internal reviews to ensure that policies and procedures are updated according to local
laws and the FLA Workplace Code and Benchmarks for all Employment Functions. [ER.1.3]

Local Law or Code Requirement
FLA Workplace Code (Employment Relationship Benchmark ER.1)

COMPANY ACTION PLANS
Action Plan no 1.
Description
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The Ministry of Administration revises the document control procedures, specifies the requirements for periodic review of
documents, and conducts periodic review according to the requirements, filling in the review records.



FINDING NO.4

SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Grievance System

Finding Explanation
1. The factory does not keep grievance records which are filed through verbal communication to supervisors or Human Resource staff.
[ER.2.1]

Local Law or Code Requirement
FLA Workplace Code (Employment Relationship Benchmark ER. 2)

COMPANY ACTION PLANS
Action Plan no 1.

Description
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The administrative department organizes training for managers, clarifies feedback and handling methods of employees'opinions,
and forms written complaint handling records.

FINDING NO.5

SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Communication & Worker Involvement (Macro)

Finding Explanation

1. The worker integration component is missing from all Employment Functions. This indicates that the factory has not established
procedures to receive worker input/feedback on the creation, implementation, and revision of its policies and procedures. Furthermore,
workers are neither systematically integrated, nor consulted in the decision-making processes. [ER.1.3]

Local Law or Code Requirement
FLA Workplace Code (Employment Relationship Benchmark ER.1)

COMPANY ACTION PLANS
Action Planno 1.

Description
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The Ministry of Administration compiles regulations on employee participation in management, specifying that the factory rules
and regulations should be consulted in writing before they are issued.

FINDING NO.6



SUSTAINABLE IMPROVEMENT REQUIRED

FINDING TYPE: Recruitment, Hiring & Personnel Development

Finding Explanation

1. The factory has not hired any disabled workers, which is a violation of legal requirements that state at least 1.5% of the total
workforce should be composed of disabled workers. Although the factory contributes to the Employment Security Fund in lieu of
employing disabled workers as allowed under the local law, this practice carries the risk of discrimination based on FLA Workplace Code
of Conduct and Benchmarks. [ND.2]

2. The factory has not conducted performance reviews for any workers. [ER.29.1]
3. Workers do not receive written documentation that substantiates all the issues covered in orientation. [ER.15.3]
Local Law or Code Requirement

Regulations on the Employment of Persons with Disabilities, Article 8. FLA Workplace Code (Non-discrimination Benchmark ND.2;
Employment Relationship Benchmarks ER.15 and ER.29)

COMPANY ACTION PLANS
Action Plan no 1.

Description
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1. Conduct training for recruiters to understand the legal requirements for recruiting persons with disabilities.
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2. The Administrative Department compiles the staff performance appraisal regulations, and carries on the performance appraisal
to the staff according to the regulations.
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The HR department was not clear about the written provisions of ILO&FLA, so it was not published to all employees for reference.

FINDING NO.7

IMMEDIATE ACTION REQUIRED

FINDING TYPE: Compensation

Finding Explanation

1. The factory does not provide social insurance to all eligible workers. There were 228 workers including 1 new worker and 1 retired but
re-recruited worker as of the assessment days. According to social insurance receipt and name list of June 2019, the factory provided
pension insurance to 67 (30%) out of 226 eligible workers, and provided medical, maternity, work-related injury and unemployment
insurances to 224 (99%) out of 226 eligible workers. [C.1]




2. The contribution base of the four types of social insurances is not in line with legal requirements. The factory contributes to work-
related injury, maternity, unemployment and pension insurances based on local minimum requirement of CNY 2,200 (USD 320) per
month, which is not in compliance with legal requirement of contribution based on workers’ average monthly wage of last year. About
40% of workers’ average monthly wages of last year were higher than local minimum contribution base, ranging from CNY 3,300 (USD
480) to CNY 6,000 (USD 872). [C.10.1]

3. The factory only provides Housing Provident Fund to 20 (9%) out of 226 eligible workers. [ER.22.1]

4. According to Employee Handbook and worker interviews, the factory does not take workers’ external seniority (previous job
experience prior to factory employment) into account when calculating annual leave, as required by law. [C.6]

Local Law or Code Requirement

China Labor Law, Article 72; Social Insurance Law of the PRC, Article 12 and Article 58; Regulations on Management of Housing Provident
Fund, Article 2, Article 3, Article 15 and Article 16; Regulations on Annual Leave for Employees, Article 2. FLA Workplace Code
(Employment Relationship Benchmark ER.22; Compensation Benchmarks C.1, C.6 and C.10)

Recommendations for Immediate Action
1. Provide social insurance to all eligible workers.

2. Contribute to social insurance based on workers’ average monthly wage of last year.
3. Provide all workers with legally required Housing Provident Fund.

4, Calculate annual leave based on workers’ cumulative working experience (working age).

COMPANY ACTION PLANS
Action Planno 1.

Description
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1. The Ministry of Administration formulates a plan for employee insurance participation, gradually increasing the proportion of
employee insurance participation and housing provident fund, and ultimately achieving full participation.
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2. The Ministry of Administration organizes all employees to train on insurance knowledge and housing provident fund knowledge
S0 as to raise insurance awareness.
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3. Revise the employee manual, specify the calculation method of employee insurance base, and insure according to the average
monthly wage of the previous year.
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4. Revise the Employee Manual, specify the method of calculating the actual length of service, and pay paid annual leave according
to the actual length of service.



FINDING NO.8

IMMEDIATE ACTION REQUIRED

FINDING TYPE: Hours of Work

Finding Explanation

1. According to the provided time records for the period from July 2018 to June 2019 as well as worker interviews, monthly overtime for
95% of workers exceeded the legal limit of 36 hours per month in all reviewed months. About 40% of workers had a maximum of 76
monthly overtime hours in August and December 2018. [HOW.1.1]

2. The factory production plan is based on 60 hours per week. The factory management sets production targets and production system at
a level that workers need to work beyond regular working hours. [ER.24]

3. The factory does not compensate resigned workers for unused annual leave. [HOW.11]
Local Law or Code Requirement

China Labor Law, Article 41; Regulations on Annual Leave for Employees, Article 2. FLA Workplace Code (Employment Relationship
Benchmark ER.24; Hours of Work Benchmarks HOW.1 and HOW.11)

Recommendations for Immediate Action
1. Ensure workers’ overtime does not exceed 36 hours in a month.

2. Set production plan based on regular working hours.

3. Compensate workers for unused annual leave.

COMPANY ACTION PLANS
Action Plan no 1.

Description
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1. The production department makes the personnel demand plan according to the order quantity. The administrative department
puts forward the personnel recruitment plan, publishes the recruitment announcement, and replenishes the production personnel
in time.
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2. The Ministry of Administration organizes employees to train their production skills and improve their operational skills so as to
improve production efficiency and ensure that the monthly overtime does not exceed the legal provisions.

BAEAT LT, WIm L RE B TR O3 L Ao B R R A SR

3. Revise the Employee Manual to specify the new vacation settlement rules for the departed employees.

FINDING NO.9

SUSTAINABLE IMPROVEMENT REQUIRED



FINDING TYPE: Industrial Relations

Finding Explanation

1. FLA Comments: 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 International Labor Organization (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 stipulates 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. [FOA.2]

Local Law or Code Requirement
FLA Workplace Code (Freedom of Association Benchmark FOA.2)

COMPANY ACTION PLANS
Action Plan no 1.

Description

This finding is automatically raised in all China-based audits. The factory has no specific issues to remediate for this item.

FINDING NO.10

IMMEDIATE ACTION REQUIRED

FINDING TYPE: Environmental Protection

Finding Explanation

1. The factory has not obtained the approval for Environmental Impact Assessment (EIA) or Environmental Protection Acceptance Check
Report for completed construction project since starting operation in October 2018. The factory has submitted EIA report to local
environmental bureau and is waiting for approval. [HSE.4]

2. The factory stores empty paint containers in air compressor room instead of a designated hazardous waste storage area. [HSE.1]

Local Law or Code Requirement

China Environmental Impact Assessment Law, Article 16; Measures for Administration of Environmental Protection Acceptance Check
upon Completion of Construction Project, Article 17; China Law of Prevention and Treatment of Environmental Pollution by Solid Wastes,
Article 58. FLA Workplace Code (Health, Safety and Environment Benchmarks HSE.1 and HSE.4)

Recommendations for Immediate Action
1. Move empty chemical containers from the air compressor room to designated hazardous waste storage area.

COMPANY ACTION PLANS
Action Plan no 1.

Description
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1. The Ministry of Administration consults the local environmental protection department to determine the progress of the review
and approval of environmental impact assessment.
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2. The Ministry of Administration organizes training on the safety of chemical use and masters the storage requirements of
hazardous wastes.

FINDING NO.11

IMMEDIATE ACTION REQUIRED

FINDING TYPE: Health & Safety

Finding Explanation
1. The factory does not have the fire permit for the production building on file. As per national law, the building should undergo an on-
site fire acceptance check by the local fire authority. [HSE.4]

2. The factory has not conducted the pre-assessment of occupational disease hazards or assessment of effects of occupational disease
hazards control prior to the acceptance check of the construction project, which is in violation of the local law. Although the factory
outsources a licensed institution to test the occupational disease hazard factors, it is focused on testing of the exposure level of hazards
rather than identifying or evaluating all types of hazards in a comprehensive way. [HSE.1]

3. The factory provides on-job occupational health examination to eligible workers exposed to chemicals or noise. However, the factory
does not provide pre-job or post-job occupational health examination to these workers. This practice does not fulfill the legal regulations
that workers working with hazards should be provided with pre-job, on-job, and post-job occupational health examination at the
employer's cost. [HSE.1]

Local Law or Code Requirement
Fire Prevention Law, Article 11; The China Law of Prevention and Control of Occupational Diseases, Articles 17, Article 18 and Article 35.
FLA Workplace Code (Health, Safety and Environment Benchmarks HSE.1 and HSE.4)

Recommendations for Immediate Action
1. Provide pre-job and post-job occupational health examination to workers with hazardous exposure to chemicals and noise.

COMPANY ACTION PLANS
Action Plan no 1.

Description
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1. The Ministry of Administration consulted the local fire department, and the fire department responded that this building
belonged to the second fire-fighting transformation. The fire-fighting completion acceptance record receipt issued to it conformed
to the requirements of the local regional laws and regulations.
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2. The Ministry of Administration has consulted the local occupational disease assessment units and applied to qualified third
parties for pre-evaluation of occupational health. The completion time is about 3 weeks.
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3. The Ministry of Administration shall improve the system of occupational health examination and carry out pre-post, post-job
and post-leaving occupational health examination in accordance with the regulations of the system.

FINDING NO.12

IMMEDIATE ACTION REQUIRED

FINDING TYPE: Health & Safety

Finding Explanation

1. The factory occupies the 1st to 3rd floor and half of the 4th floor of Building 29 in the industrial park. However, the factory does not
coordinate the fire safety concerns or risks with the other factoriy located in the same building, including conducting a joint fire drill.
[HSE.5.1]

2. The Material Safety Data Sheet (MSDS) for UV ink LH-100 cyan is written in English. According to legal requirement, the MSDS should be
provided in local language (Chinese). [HSE.10]

3. The factory does not provide appropriate personal protective equipment (PPE) to fire brigade to fight fires, including protective suit,
helmet, fire gloves, fire safety belt, fire boots, safety lamp and breathing apparatus. [HSE.5.1]

Local Law or Code Requirement
Regulations on Safety Usage of Chemical at Workplace, Article 12. FLA Workplace Code (Health, Safety and Environment Benchmarks
HSE.5 and HSE.10)

Recommendations for Imnmediate Action
1. Coordinate the fire safety concerns and risks with the other factory located in the same building, including conducting joint fire drill.

2. Communicate with UV ink supplier to obtain the Material Safety Data Sheet (MSDS) in Chinese.

COMPANY ACTION PLANS
Action Plan no 1.

Description
LAHZUHE B S AT, ATBCES ST P TR, B RAE A T

i

JRE TR REE, IR TR BT B A B T .

1. Before organizing fire drills, the Ministry of Administration shall formulate fire drill plans, notify and obtain the signatures of
senior management of other factories, and conduct joint fire drills according to the exercise plans.
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2. The Ministry of Administration organizes training on the safe use of chemicals to ensure that the Ministry of Production grasps
the requirements for the safe use of chemicals.
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3. The Ministry of Administration organizes training for managers, learns fire safety management knowledge, and purchases fire
protection equipment.

Action Plan no 2.

Description
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1. Before organizing fire drills, the Ministry of Administration shall formulate fire drill plans, notify and obtain the signatures of
senior management of other factories, and conduct joint fire drills according to the exercise plans.
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2. The Ministry of Administration organizes training on the safe use of chemicals to ensure that the Ministry of Production grasps
the requirements for the safe use of chemicals.

SATBUMAHLSE BN BB, 2SI B a8 BAIR, JHWEH BBy dh .

3. The Ministry of Administration organizes training for managers, learns fire safety management knowledge, and purchases fire
protection equipment.



