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1.1 FENC Profile
Far Eastern New Century Corporation, hereinafter referred to as “FENC” or the “Company”, is 

an enterprise listed on the Taiwan Stock Exchange. Initially established as a textile company, FENC has 
grown tremendously over the years. Armed with innovative technology and with a steady pace, the 
Company has been integrating vertically to encompass the entire spectrum of the textile industry, 
including petrochemical, polyester polymer, chemical fiber, cotton yarn spinning, knitted fabrics, dyeing 
and garment industries. We have streamlined the process from manufacturing to sales. FENC also 
spans horizontally into land development and reinvestment through diversified management strategies 
and highly efficient asset mobilization. The Company pursues sustainable development and long-term 
profits, and while doing so, continues to deliver noticeable results on environmental protection, social 
inclusion and corporate governance, creating diverse values for stakeholders.

In 2018, FENC continued to expand to maintain its competitive edge, to revitalize existing assets 
and generate values. Efforts include the acquisition of the West Virginia PET plant and Ohio R&D base 
from M&G in the U.S., adding 360,000 tons in annual production capacity and started the subsidiary, 
APG Polytech. The third PTA production line of OPTC with 1.5 million tons of annual production capacity 
began production. The PET chip production line with an annual production capacity of 400,000 tons 
and phase II dyeing plant at FEPV began production. We have also won the right to jointly develop 
two production lines in Corpus Christi, Texas, one PTA production line with 1.3 million tons of annual 
production capacity, and one PET line with 1.1 million in annual capacity. Both are currently under 
construction. After obtaining the approval from U.S. Federal Trade Commission at the end of 2018, 
production and investment will begin in 2021. In order to integrate resources effectively, the yarn 
production line in Neili Texturizing Plant is relocated to Hukou Mill. In addition, due to eminent domain 
for urban development in Suzhou and Shanghai, operation of FEIZ, Sino-Belgium Beer (Suzhou) and 
Martens Beer (Shanghai) will discontinue.

 FENC’s Assets and Revenue in 2018

Founding Mottos and Mission
The Far Eastern Group's Founder, Mr. Yu-Ziang Hsu, has always taken “Integrity” as the upmost 

guiding principle in business management. In addition to the Group Founder's commitment to 
constancy, honesty, and openness, he has also enshrined “Sincerity, Diligence, Thrift, and Prudence” as 
Far Eastern Group's founding mottos. FENC’s Chairman Douglas Tong Hsu further added “Innovation” 
to this motto, expecting the group to embrace a spirit of innovation and reform in the face of a rapidly 
changing and highly competitive environment.
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 Organization Chart
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1.1.1 Financial Performance
Healthy financial performance is the cradle of success for sustainability projects. It is also the 

key to sustainable corporate development. Each year, FENC sets the annual operating and capital 
expenditure budgets. Once the budgets are approved by the Board of Directors, the Accounting 
Department presents the Company’s financial performance during each board meeting. The head of 
each department reports on the state of operation at the Board meetings and the monthly operation 
review meetings, which enables the highest governing entity to be fully informed to monitor budget 
status.

Since 2007, FENC has been receiving credit ratings from Taiwan Ratings (an S&P Global Company) 
and was awarded a twA+ rating in 2018. It is a strong sign of FENC’s financial state, demonstrating the 
Company’s ample ability to fulfill all financial obligations and be trusted by investors.

FENC has a worldwide deployment of production sites. Each fulfills its tax obligations 
in accordance with the local regulations. To avoid risks associated with regulatory changes, 
we have established tax risk identification mechanism to swiftly assess the situation and 
make necessary response, as well as considering gaps in tax obligations as a result of 
policy changes. FENC also designated a task force in charge of communicating tax related 
affairs with local tax authority in each country.

 Financial Performance

 Economic Values Distributed to Stakeholders

 Tax Contribution to Local Governments

 Capital Expenditure for Green Bond

Utilization of FENC 
Issued Green Bond

FENC issued NT$3 billion of green bond on December 4th, 2017. 
Being the first green bond in Taiwan certified by third parties, the capital 
is allocated toward the funding of four green investments – recycled PET 
chip, new batch polymer, water free dyeing and green building. Each 
year, Deloitte prepares and presents the capital expenditure report. As 
of December 31st, 2018, NT$1.9 billion has been allocated for various 
projects.

Note: FENC consolidated financial statement

Note: FENC consolidated financial statement includes business locations in Taiwan, China, Vietnam and Japan.

Unit: NT$1,000

Unit: NT$1,000

Unit: NT$1,000

Unit: NT$1,000

Financial Report

Green Bond
Expenditure Report

(Chinese)

Note:
1. The table indicates income tax expense (benefit).
2. The income tax listed under 2018 China and Other are benefits due to reversing allowance for deferred income tax and increasing 
    deferred income tax assets.

http://investor.fenc.com/report.aspx?lang=en&id=77
http://mops.twse.com.tw/nas/t198/t198sa01140210731.pdf
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1.1.2 Production Business  Sales Ratio

Overview of Market Environment and Industry Summary in Production Business
FENC’s core production business is polyester business. The Company leverages vertical integration 

by integrating the materials from its upstream business and the applications of the downstream 
business, thereby consolidating its leading position in the industry. For our upstream petrochemical 
business, we have stable supply of key raw materials and our new production equipment keeps us cost 
competitive. Our polyester business, as the midstream business, is leading in the industry. In addition to 
ramping up sales of differentiated products. We went further to acquire production sites in the U.S. in 
2018. It has upgraded itself from a regional company to a global enterprise as it spanned its operations 
to the American continent, ready to deliver world-class performance. Our downstream textile business 
collaborates with global brands in a joint effort to develop high value-added products, such as the 
functional products that became famous in the world’s major sports events.

In 2018, the global PTA output was 68.79 million tons, 9% up from 2017, the highest since 
2011. PTA prices rose along with oil in 2018 and the expansion of downstream polyester production 
capacities increased the demand for PTA. These two factors combined tipped the balance of supply and 
demand in the favor of PTA manufacturers. The production output increased faster than the capacity 
was expanded, raising the capacity utilization rate to 80% globally in 2018, the highest since 2013.

In 2018, the global polyester output came to 79.32 million tons with an annual growth rate of 
9%, and the capacity utilization rate increasing to 81%, the highest since 2013. The top five polyester 
producing countries are China, India, the United States, South Korea and Taiwan, making up 81% of the 
global output. Polyester is mostly used to produce PET and polyester fibers which include filaments 
and stable fibers. In 2018, PET accounted for approximately 30% and polyester fibers 70% of the global 
output.

In 2019, oil prices will gain support from OPEC’s increased cuts in production. China’s 
unreasonable expansion in the PTA industry has come to a halt; besides, the Chinese government plans 
to lower the rate of value-added tax (VAT) for manufacturers. The combination of these two factors is 
expected to boost the dynamism of the business world. FENC has been established for seven decades. 
We will keep expanding production sites in Vietnam, materialize green business opportunities to 
realize the environmental vision of Bottle to Bottle or Bottle to Fiber. FENC has initiated many smart 
projects to build a supply chain of smart manufacturing that consolidates petrochemical, polyester 
and textile businesses and reap the benefits of vertical integration. We will also truly translate into 
competitiveness essential to sustainable growth.

Note: Please refer to our annual report for more information on the volume and value of the production in 2018.

FENC Annual Report

 Main Products and Value Chain

 Global Position Goals

http://investor.fenc.com/report.aspx?lang=en&id=80
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 Outstanding Achievements

1.2 Corporate Governance and Sustainable Development
1.2.1 Reinforcing Corporate Governance

Sound corporate governance reduces operational risks while providing stakeholders with optimal 
sustainability. In order to continuously enhance corporate governance at FENC, the year 2018 is marked 
by multiple improvement projects, as listed in the following:

1. Amend FENC Articles of Incorporations to clearly state dividend policy.
2. Amend FENC Board Performance Evaluation Rule and commission external agencies to evaluate   
    board performance once every three years.
3. The Remuneration Committee is hiring one additional independent board member, bringing the 
    proportion of independent board members from 1/3 to 1/2 of the board.
4. Additional disclosure in 2017 Annual Report: Links to Board performance evaluation and 
    remuneration, attendance of independent board members, number of employees attending training 
    and total hours, as well as measures on occupational safety and health inspection.

Corporate
Governance

Principles

Articles of 
Incorporation

 Operation Sites

http://cg.fenc.com/upload/cg/cg_20190513008.pdf
http://cg.fenc.com/upload/cg/cg_20180706002.pdf
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1.2.2 Board Structure and Remuneration

Board Members, Election and Remuneration
Board members with a wealth of field and academic experience will lead FENC into an even 

brighter future. Board members are selected from nominated candidates. In addition to the above 
mentioned experience, FENC also takes independent Board members’ opinions into account, 
while Election Procedures of Director and Corporate Governance Principles ensure diversity and 
independence of the Board members. To effectively manage and avoid conflict of interests, the Board 
is also under independent supervision, and fulfilling its duties in accordance with the Articles of 
Incorporations, Rules of Procedures for Board of Directors (including provisions on conflict of interests) 
and all applicable regulations. The 23rd Board election was held in June 2018. Of the 13 board members 
elected, 2 are female and 3 are independent directors. Independent director, Mr. Sheng-Cheng Hu 
passed away in July 2018. As the entire company mourns for the sorrowful loss, election will be held 
during the 2019 shareholder meeting to fill the vacant seat. A total of 5 Board meetings were held in 
2018.

To continuously equip the Board with well-balanced capabilities, external experts were 
invited to speak on economic and technological trends in 2018. The topics were “Industry 3.5 
Smart Manufacturing Strategies and Empirical Studies”, and “Global Economic Strategies and Risk 
Management”. Thirteen Board members were in attendance during the lecture. In 2018, each of 
the board members underwent at least 6 hours of training, as recommended in Directions for the 
Implementation of Continuing Education for Directors and Supervisors of TWSE Listed and TPEx Listed 
Companies.

FENC conducts performance review on 
the Board and its members based on FENC 
Board  Performance Eva luat ion  Rule .  The 
outcome is classified into “Excellent”, “Fair” and 
“Improvement Needed”. The 2018 review of the 
Board is “Excellent”. FENC Board Performance 
Evaluation Rule was amended in November 2018, 
which mandates that the Board review takes place 
every three years.

The Articles of Incorporations stipulates that during a fiscal year in which the Company is 
profitable, a percentage no higher than 2.5% may be appropriated toward remuneration for the 
Board members. Actual percentage and figure are recommended by Remuneration Committee after 
evaluation, and presented to the Board. Upon reaching a resolution, the decision is presented during 
the shareholder meeting. The 2018 remuneration for the Board members accounts for 1.89% of the 
after-tax revenue.

 Board Members

 Evaluation Category for Board Member Performance

Note:
1. Currently, there are no minority members on the Board. For details on diversity, please refer 
     to “The Board of Directors Formulated Diverse Policies”
2. Please refer to the annual report for Board members’ concurrent duties in other 
     corporations as well as intersect holdings and disclosure on related party.

Annual ReportThe Board of Directors 
Formulated Diverse Policies

http://cg.fenc.com/upload/cg/cg_20190110002.pdf
http://investor.fenc.com/report.aspx?lang=en&id=80
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Audit Committee
In 2015, FENC established the Audit Committee, which is composed of all independent Board 

members and convenes quarterly. The objective of this committee is to monitor the appropriateness 
of financial reporting, implementation of internal control, compliance with company regulations, 
management of potential or existing risks, as well as selection and evaluation of the independence and 
performance of certified public accountants. The Audit Committee convened 4 times in 2018.

Remuneration Committee
Independent Board members serve as the convening body of the Remuneration Committee, 

which provides assistance to the Board in the establishment of performance review policies toward 
the Board members and managers, as well as remuneration policy, system, standards and structure. 
FENC conducts regular performance reviews of employees, managers and Board members through 
the Remuneration Committee and determines salary, bonus and other compensation. The Committee 
conducts industry wide comparison and provides recommendation to the Board for discussion. In 
2018, the Remuneration Committee convened 2 times. In August 2018, the Board added one additional 
independent board member. In May 2019, 2 of the 3 members on the Board are independent board 
members.

 Directors’ Remuneration 1.2.3 Shareholder Benefits
FENC values the rights of each and every shareholder and treats every one of them with equal 

importance, which is in accordance with Company Act, Securities and Exchange Act and other 
applicable regulations. Shareholders may exercise their rights to vote and participate in the decision 
making process during the shareholder meetings. Proposals pending ratification, 
matters for deliberation and elections are voted on as individual motions with the 
option of electronic voting. The result is disclosed immediately during the shareholder 
meeting. In addition, the Company designates special agents to handle investor 
relations, and provides contact information to investors and shareholders in order to 
strengthen stakeholder dialogues and respond to their comments and suggestions.

1.2.4 Corporate Sustainability

Integrity and Anti-corruption
Integrity is the highest guiding principle for FENC. Guidelines such as Best Practice Principles of 

Ethical Corporation Management and Code of Ethics work in conjunction with remuneration, internal 
control, authorization and specialization to ensure that the management of each and every department 
charges forward under the guiding light of integrity. Each quarter, reports of the self-evaluation on 
corruption is presented to the Board to prevent corruption. FENC found no incidence of corruption in 
the year 2018.

FENC promotes anti-corruption policies and conducts educational training based on Best 
Practice Principles of Ethical Corporation Management as well as Code of Ethics. In 2018, the Board 
has publicized anti-corruption policies to all Board members and full-time employees in Taiwan, China 
and Vietnam. In Taiwan, anti-corruption training is conducted at least once every two years for all new 
employees as well as departments that are more susceptible to the risk of corruption, including the 
Administrative Department, Audit Department, Procurement Department and R&D Center. Sales and 
factory managers are also subject to such training. The 2017 and 2018 percentages of staff receiving 
anti-corruption training are 32% and 19%, respectively with 2,262 people in attendance. The 2018 
percentages for business locations in China and Vietnam are 96% and 100%, respectively. Two Board 
members underwent anti-corruption training in 2018, which accounts for 17%.

Audit Committee 
Charter

Communication 
Report of Independent 
Directors with Internal 

Audit Managers and 
Accountants in 2018

Note: 
1. Remuneration includes remuneration paid to Directors (base remuneration, severance pay and pension, Directors’ remuneration from 
    distribution of earnings and operating allowances.)
2. Independent Director, Mr. Hu Sheng-Cheng passed away on 11 July, 2018.

Remuneration 
Committee Charter

Meeting Rules of
Board of Directors

Election Procedures 
of Director

Board Performance
Evaluation Rule

Best Practice Principles
of Ethical Corporate

Management

Code of Ethics

Meeting Rules of 
Stockholders

http://cg.fenc.com/upload/cg/cg_20190111002.pdf
http://cg.fenc.com/upload/cg/cg_20160614006.pdf
http://cg.fenc.com/upload/cg/cg_20190513006.pdf
http://cg.fenc.com/upload/cg/cg_20190513002.pdf
http://cg.fenc.com/upload/cg/cg_20181226002.pdf
http://cg.fenc.com/upload/cg/cg_20190513004.pdf
http://investor.fenc.com/upload/ir/ir_20160714034.pdf
http://cg.fenc.com/upload/cg/cg_20160714009.pdf
http://cg.fenc.com/upload/cg/cg_20160714007.pdf
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Rules of Procedure for Board of Directors stipulates that donations from stakeholders or major 
donations to non-stakeholders must be reported to the Board to ensure prior supervision. Employees 
who are in contact with governmental officials are also subject to anti-corruption regulations and risk 
assessment measures. Procurement units, which are directly involved with dealings of interests, must 
undergo anti-corruption education and training. In addition, procurement contracts are to include anti-
corruption clause, forbidding kickbacks, fees or other objects of value. Suppliers and contractors must 
also undergo such education and training; regularly publish notices; establish comprehensive internal 
control and enforcement rules. Supplemented with audits, these measures will prevent corruption and 
reduce operational risks. In 2018, 100% of the 10,078 suppliers and contractors already received the 
necessary information and training, and there were no occurrences of corruption among them.

Corporate Social Responsibility Policy
FENC is dedicated wholeheartedly to the integration of sustainable 

development and the Company’s core businesses. The Board of Directors serves 
as the highest governing entity and facilitates sustainable governance with a top-
down approach by establishing Corporate Social Responsibility Policy that is tailored 
to FENC and its subsidiaries. The policies exemplify the Company’s commitment to 
sustainable development, while striking a balance among environmental protection, 
social inclusion and corporate governance.

 Key Point of “Corporate Social Responsibility Principles”

 Organization of CSR Committee

CSR Committee
FENC established the CSR committee based on Corporate Social Responsibility Policy set forth by 

the Board of Directors. The committee takes after the organizational structure the Board of Directors 
as the highest governing body. Three staff members from the Corporate Staff Office are appointed 
to oversee the implementation and coordination of sustainable governance. The 4 major business 
units also appointed 149 executive committee members and committee members to be in charge of 
promoting sustainable policies, project implementation, report on sustainability performance and 
stakeholder dialogue. Additionally, an interdepartmental energy task force is established to lead efforts 
in planning and managing energy and resource applications. The committee members 
typically utilize phone and email for routine communication, and the annual CSR 
meeting is conducted through videoconferencing. To solidify FENC’s future direction 
toward sustainability, CSR committee members completed FENC Sustainability Strategic 
Blueprint in 2017. (Please refer to “Sustainability Strategy Blueprint” for more details.)

Corporate Social 
Responsibility 

Principles

The duties of the 
CSR Committee

http://cg.fenc.com/upload/cg/cg_20160714015.pdf
http://csr.fenc.com/csr_article.aspx?lang=en&id=4#FencTab2
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Communication Between CSR Committee Members and the Board
The president of each business presents CSR related issues to the Board on a regular basis. 

Issues include safety, health and environment (SHE), business strategy and performance, research 
and development, risk management, financial overview and stakeholder dialogue. In addition, each 
department gives several presentations to the highest governing entity each month to review the 
impacts each issue poses on the Company with corresponding solutions. (Please refer to “1.3 Risk 
Management” for more details.)

The 4 presidents and department officers present the following CSR issues during the Board 
meetings and regular meetings:

CSR Report Preparation Process
Information covered in this CSR report is prepared by the CSR Committee from each unit. Once 

the committee members compile the information, the report is presented to the 3 appointed CSR staff 
at the Corporate Staff Office for data analysis, integration and internal audit. In the case of omission or 
irregularities, the CSR committee members are notified to submit additional information or explanation 
to ensure that the information provided is accurate and complete. The final report is certified by a third 
party, signed off by the president and submitted to the Board.

Participation in CSR Activities
As climate change intensifies, governments and NGOs are urging corporate entities to focus 

on environmental protection and energy conservation. Corporate sustainability is a key indicator for 
stakeholders. FENC also holds the corporate performance on environmental protection, social inclusion 
and corporate governance to high standards. FENC responds to surveys and evaluations conducted 
by external agencies by intently engaging in stakeholder dialogue and actively participating in various 
forums and activities to ensure that CSR policies are all-encompassing, and that specific plans of action 
are formulated to address improvements needed to achieve corporate sustainability.

 CSR Report Preparation Process

Becoming Member of CCS and Co-hosting 
2018 Q4 Board Meeting

FENC became a corporate member of Center for Corporate Sustainability (CCS) in 
2018. The convener of CSR committee and President of Administrative Headquarters, 
Humphery Cheng, served as the Director and expressed the wish to strive for sustainable 
development alongside other flagship enterprises.

CCS conducts quarterly board meetings. During which, the board presents the latest 
trends and progress in sustainable development to the chairperson, and invites scholars 
and field experts to speak to corporate members. FENC co-hosted the Q4 board meeting 
i n  2 0 1 8  a n d  i nv i t e d  t w o 
speakers, Ms. Yvonne Li, who 
was President of Far Eastone 
Telecommunications Co., Ltd. 
at the time and President 
C h i e n - F u  L i n  o f  Ta i w a n 
Institute of Economic Institute. 
They shared the approaches 
Far Eastone adopts towards 
sustainability and the latest 
economic trends.



22

FAR EASTERN NEW CENTURY CORPORATION
2018 CSR Report Fostering Robust Governance

Training on Corporate Sustainability 
and Competitiveness Improvement

Center for Corporate Sustainability and Cathay Financial Holdings co-hosted the 
training session on Corporate Sustainability and Competitiveness Improvement. FENC 
was invited to lecture on adaptability and risk management amid climate change.

FENC is renowned worldwide for the capability of manufacturing new products out 
of recycled PET bottles. Therefore, FENC chose “Technological Revolution of the Polyester 
and Textile Industry on Sustainability” as the topic and shared 30 years of exploration 
and pioneering with this technology. During the lecture, the speaker also talked about a 
proposal in 2016, which involves the use of recycled plastic ocean waste in manufacturing 
yarns. In 2018, FENC immersed in the research 
and development of reusing recycled textile in 
hope of enhancing the circular economy in the 
textile industry. The talk was well received by 
the audience, who discussed with the speaker 
about possibilities and alternatives to adapt to 
impacts brought by climate change.

Seminar on Exchange of Manufacturing 
Technology in Circular Economy

On October 23, 2018, Chang Gung University, Yuan Ze University and National Chi 
Nan University co-hosted this seminar. During the event, experts from around the world 
shared their experience on circular economy. FENC was among those in attendance and 
discussed the manufacturing technology using recycled PET bottles, collaboration with 
adidas on manufacturing yarns out of recycled plastic ocean waste, and the use of water 
free dyeing technology to reduce water consumption.

Joining Alliance for Sustainable Development Goals 
(A•SDGs) to Build Sustainable Development Platform

Alliance for Sustainable Development Goals (A•SDGs) was founded in 2018 by 
stakeholders from wide-ranging disciplines, including corporations, governmental 
entities, academic and research institutes 
and NGOs to promote the United Nations 
Sustainable Development Goals (SDGs).

A•SDGs encourages members to actively engage in SDGs and voluntarily set goals 
on environmental protection, social inclusion and corporate governance. Members are 
also encouraged to make yearly commitments and implementation. FENC had been 
spearheading several CSR projects with goals related to SDGs. Identifying with the 
founding principles of A•SDGs, FENC became one of the first corporate members of A•SDGs 
and an avid CSR advocate.

CSR Captain Program
FENC ’s exceptional performance in CSR 

also caught the attention of the stakeholders. On October 27th, 2018, CTCI Education 
Foundation invited FENC to speak during the 2018 CSR Captain Program – Winter Action. 
FENC representatives introduced the CSR programs carried out by the Company.Among 
those in attendance are teams of college students 
from Taiwan and other parts of the world. Keynote 
speeches by corporate representatives gave 
students insights into how CSR is implemented 
in corporations worldwide. The concept of CSR is 
now ingrained in the minds of these youngsters. 
The international students will be sharing FENC’s 
CSR spirit with the world.

Sponsoring CSR@ COMMONWEALTH and 
Co-creating New Value for Taiwan

In March 2017, the Common Wealth Magazine founded CSR@COMMONWEALTH, a 
website providing coverage on the CSR experience of corporations and NGOs to raise the 
awareness. In 2018, FENC sponsored CSR@COMMONWEALTH, advocate the spirit of CSR 
and create a brighter future for Taiwan.

A  SDGs
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Outstanding CSR Achievements
The top-down management model helps FENC fully integrate the concept of sustainability 

into corporate development. In 2018, FENC won multiple awards and nominations for exceptional 
performance on sustainability.

Winning 8 Awards, Including 2018 TCSA and 2018 Global 
Corporate Sustainability Awards (GCSA)

In 2018, FENC won 8 awards for the efforts, including 2018 Taiwan Corporate 
Sustainability Awards (TCSA) and 2018 Global Corporate Sustainability Awards 
(GCSA). Chairman Douglas Tong Hsu won the award of “Outstanding Corporate 
Sustainability Professionals.”

8 awards include the The Most Prestigious Sustainability Awards - Top Ten 
Domestic Corporates for the first time and won 3 consecutive Best Report of the 
Year award. FENC also won the first GCSA for 
the Reporting Awards category. The triple 
crown is a testament for FENC’s dedication 
in promoting sustainability. The 5 additional 
awards FENC accepted include 4 best 
performance of specific categories and the 
newly introduced English Reportage Award.

Winning Top Honor at Global Views CSR Awards
In 2018, FENC was the Winner of the Category of Manufacturing Industry for 

The 15th Annual Corporate Social Responsibility Award by Global Views Monthly. 
Chairman Douglas Tong Hsu accepted the award and joined the panel discussion.

Chairman Hsu shared the success stories of implementing CSR measures at 
FENC with the audience. FENC provides green solutions, including long-term R&D 
in green products, providing recycling, and 
reducing energy and resource consumption. 
Chairman Hsu also remarked on future 
directions, “In addition to sustainability, we 
still need to innovate. CSR requires never-
ending efforts, and our work toward CSR will 
never stop. We need everyone to contribute.”
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1.3 Risk Management
FENC has a sound risk management system in place to reduce risks, support growth and help 

achieve sustainable development. In 2013, the Company established the regulatory compliance system 
to assist all units review compliance practices. With continuing education and quarterly self-evaluation, 
the Company is able to strengthen staff awareness toward compliance and reduce the risk of violations. 
To move one step further and prevent risk events, the Corporate Management initiated the risk alarm 
system in 2015, which provides preventive measures after regular tracking and reviewing corporate risk 
factors and evaluate potential risks.

FENC conducts loss prevention inspection to enhance workplace safety at production sites and 
monitor the effectiveness of risk management and control. The Company carries out the Risk Ranking 
project once every three years. In 2015, external experts inspected 23 plants in Taiwan and overseas 
locations for loss prevention. A total of 229 risk factors were identified with monthly follow up for 
improvements. All required improvements were completed by the end of 2017. Another Risk Ranking 
project was initiated for 21 plants worldwide in the end of 2018. The review covered 44 aspects, 
including factory layout, mechanical safety characteristics, environmental control, and emergency 
response. External experts helped identify weaknesses and high risk areas to strengthen corporate 
integrity. The evaluation is expected to conclude in July 2019.

FENC conducts several regular meetings each month to ensure that the highest governing entity 
treats each risk issue with utmost attention and proper management.

 FENC Regular Meetings

Note: Please refer to the chapters in this report for other risk management measures.

 Risk Alert System

Establishment of the risk alert system starts with risk events identified by each administrative 
unit. The risk events are ranked and the most important are selected to develop leading indicators 
and corresponding measures that are specific and trackable. The appointed primary and secondary 
owners oversee the inspection of each corresponding measure, which is set at certain intervals, and the 
Corporate Management conducts the monthly risk management meeting, an interdepartmental effort 
for performance review, ongoing dynamic adjustment and optimization.

The risk alert system provides a common framework where the major risk events from each 
department can be managed with regular and systematic review to ensure the effectiveness of the 
protective mechanism while helping staff to grow from institutional knowledge. Under such framework, 
the administrative departments established various corresponding measures at the end of 2018 in case 
of irregularities from the indicator, which creates a stronger risk alert system.

 Scope of Risk Alert System
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Establish Sound Export Trade Risk Control – Launch 
Control System on Preventing Economic Sanction 
from Financing of Terrorism

FENC’s worldwide trade activities demand a cautious approach toward trade risk 
management, which is why the Company had in place the Control System on Preventing 
Economic Sanction from Financing of Terrorism in April 2018 before the government 
mandates took place. The Company also established programs on anti-money laundering 
and countering the financing of terrorism through initial risk assessment. In addition to 
regular audits, FENC is promoting Trade Compliance and Control Mechanism to strongly 
enforce the mandates and prevent being penalized for violating international economic 
sanctions.

Abiding by these rules, FENC regularly updates the list of countries under economic 
sanctions. The list is divided into “delayed transaction” and “controlled transaction”. 

Trade activities with countries 
under “delayed transaction” 
are prohibited. Prior to trading 
with countries listed under 
“controlled transaction” shall 
take place after the client 
due diligence form provided 
by  FENC is  completed to 
ensure that there is no trade 
activities between FENC and 
countries that are potentially 
on the sanction list (including 
trading with actual clients or 
stakeholders involved through 
currency and goods.) FENC 
shall keep the due diligence 
report and all transaction 
records on file.

Trainings on compliance 
and risks of international trade 
are in the works in 2019 to 
further strengthen export risk 
management.

 Scope of Regulatory Compliance System

The President of Corporate Management serves as the general supervisor of the regulatory 
compliance system, which integrates the compliance processes from all departments and establishes an 
audit system to effectively manage and address operating risks.

The system encompasses tracking regulatory updates, providing legal consultation, regulatory 
training and on-site compliance audit. The Company also provides multiple channels for reporting 
violations, including emails for the regulatory compliance system, Audit Committee and Audit 
Department. Standard operating procedures are in place to address violations.

Priority is given to the audit of regulatory provisions concerning members of the Board and 
managers, damages to corporate image or interests, and major civil and administrative liabilities. 
Annual audit will focus on frequently occurred shortcomings. The Legal Department will provide 
guidance for each department to complete self-evaluation on compliance, conduct on-site audits with 
the Human Resources Department and Audit Department, compile reports to the Board of Directors 
and help each department make necessary improvements and follow up. Export Risk Management

Since 2017, FENC provided online courses and exams on regulatory compliance at FENC Academy. 
Criminal Code and Corporate Corruption, Copyrights Law, and Trade Secrets are three mandatory 
courses for all new recruits as well as staff at Corporate Management, Audit Department, Procurement 
Department and R&D Center. Antitrust Law as well as Criminal Code and Corporate Corruption are 
mandatory for Sales Department at Polyester and Textile Businesses. Credit Risk Management is an 
optional course for all staff. As of the end of 2018, 1,873 employees completed the regulatory compliance 
courses and exams. We will continue to expand the curriculum to enhance staff’s legal knowledge to 
reduce corporate risk on compliance.
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The Legal Department in Shanghai is in charge of regulatory compliance concerning production 
sites in China, including notification on the latest regulatory mandates, latest case analysis, internal 
training, addressing violations and the establishment of online compliance platform. Regulations cover 
civil and commercial law, economic law, social law, administrative law, and procedural law. The latest 
mandates, legal updates and interpretation are provided on an ad hoc basis for all production sites in 
China. The 2018 regulatory mandates covers customs, foreign investments and e-commerce.

The Legal Department in Shanghai held 9 internal training courses in 2018, covering labor law 
and antitrust act. There were 80 participants in the two training sessions held in 2018. They are “Case 
Studies on Legal Risks during Sales Contract Agreement,” and “Stamp Management and Risk Control”. 
In addition, FENC collaborated with the IT Department in China and developed the online regulatory 
compliance platform, “A-TEAM.” The platform sends the latest news on legal updates, case analysis 
and training. In September 2018, survey was conducted to assess the understanding of risks involving 
operation in 8 departments, including human resources, environmental safety, procurement, business, 
and storage and transport in FEIS, and provide timely regulatory consultation and service on related 
matters.

Amendments to Labor Standards Act, Enforcement Rules of the Labor Standards Act, Air Pollution 
Control Act, Criminal Code of the Republic of China, Foundations Act and Company Act were enacted in 
2018. FENC brought all production and business locations into full compliance by collecting regulatory 
updates, educating staff and adjusting the management system. Measures taken are listed in the 
following table:

 Major Violations in 2018

Note: NT$100,000 is the threshold for disclosure.
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 Audit Procedure

 Climate Change Risk - Physical Risks

From 2016 to 2017, Hsinpu Chemical Fiber Plant was penalized because the type A pressure vessel 
was in use before passing the inspection. It was fully operational. However, it did not include all the 
necessary measures. A comprehensive review was conducted and a three improvement measures were 
proposed: replace the outdated equipment, prepare all required documents for review, and categorize 
the equipment as non-type A pressure vessel. The Company conducted monthly follow up meetings. By 
December 2018, the plant was in full compliance.

Oversight and Management of Internal Control System
The Audit Department establishes and implements the internal control system and management 

rules. Each department and subsidiary establishes an internal control system and conduct regular self-
evaluation. The audit unit then prepares the internal control report to help members of the Board to 
review, recheck and reinforce the implementation so that mistakes and loopholes can be minimized to 
improve operational performance and increase Company benefits.

The Audit Department is composed of four sections, the procurement 
audit, operation audit, finance audit, as well as MIS audit. Trainings are 
conducted yearly in accordance with the regulatory requirements, including 
educational courses and seminars. Staff also attends the annual meeting of the 
Institute of Internal Auditors to reinforce their professional knowledge and risk 
management awareness.

Management of Information Security
FENC places high emphasis on information security and management. The Company introduced 

ISO 27001 Information Security Management in 2014 and continues to enhance the professional skills 
of the information security staff while improving information processing technology. In response to 
Cybersecurity Act, which took effect in China in June 2018, the information department in China formed 
an information security management team to consolidate the information security management 
policies from all production sites in China. Solutions targeting cyber security and promoting information 
security were also proposed to increase awareness among staff.

Internal Auditing

1.3.1 Climate Change Risks and Opportunities
FENC values long-term operational performance and therefore bravely takes on challenges posed 

by climate change, turning risks into business opportunities. In 2018, the Company has taken stock of 
the risks and opportunities brought by climate change using the framework of “Recommendations of 
the Task Force on Climate-related Financial Disclosures” released by Financial Stability Board (FSB), as 
well as our responses. They are tabulated as follows:

Note: Some risks and opportunities are addressed through identical approaches. After deducting redundancies, the total management 
           costs come to NT$3 billion.

 Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)

http://cg.fenc.com/report.aspx?lang=en&id=14
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 Climate Change Risk - Transition Risk
 Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)  Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)
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 Climate Change Opportunity
 Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)  Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)
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1.4 Identification of Stakeholders and Material Topics
1.4.1 Stakeholder Identification

FENC identifies stakeholders through the use of questionnaires that were designed based on the 
5 principles in AA1000 Stakeholder Engagement Standards – dependency, responsibility, influence, 
diverse perspective, and tension. The Company also solicits opinions from all CSR committee members 
as the basis for stakeholder identification.

To ensure that FENC can timely identify the stakeholders and the issues of concern, the Company 
reinstated the stakeholder and material topic identification project, which is expected to conclude in 
2019.

 Company (Direct Impact)   Supply Chain (Indirect Impact)   Customer (Indirect Impact)
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1.4.2 Identification and Responses of Material Topics
To identify material topics, FENC consulted the materiality principle of the GRI standards and 

global trends in sustainable development, including analysis on material topics from United Nations 
Conference on Sustainable Development (UNCSD), World Business Council for Sustainable Development 
(WBCSD), World Economic Forum (WEF), and Sustainability Accounting Standards Board (SASB). The 
Company also takes into consideration material topics from global flagship enterprises and domestic 
peers, and those distilled from social trends. We have identified 27 material topics relevant to the 
Company.

In 2016, FENC conducted a survey to assess the degree of influence material topics pose on 
stakeholders and the level of impact on the Company. A total of 416 questionnaires were collected. 
In 2017, the CSR Committee also assessed the level of impact of material topics on the external 
economies, environment and society. With approval from high-level management, 22 material topics 
were identified.

For sustainable governance to be more focused, the CSR Committee consolidated the 27 material 
topics into 16 for the year 2018 in order to concentrate on the core topics and enhance communication.

When several material topics are consolidated into one, the topic most relevant to “level of impact 
on the sustainable development of the Company, as well as the external economies, environment and 
society” and “degree of influence on stakeholders” chosen for the modified material topic matrix.

  Process of Identifying Material Topics 2016-2019

 Material Topics Corresponding Table E: Environment, S: Social, G: Governance
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 Material Topics Matrix

Questionnaire on Issues 
Related to Corporate 

Sustainability for FENC

 Significance of Material Topics for FENC

Note: Blue blocks are the material topics of this CSR report; white blocks are topics with comparatively lesser impact or influence.

http://csr.fenc.com/question.aspx?lang=en
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 Material Topics Corresponding Table
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1.4.3 Stakeholder Dialogue and Engagement
FENC provides multiple channels for dialogue and engagement to strengthen the connection with stakeholders, and makes timely policy adjustments to meet stakeholders’ expectations. Stakeholder dialogue is also 

reported regularly during the Board meetings and regular meetings. In 2018, we have conducted over 9,300 stakeholder dialogue of various forms with over 216,000 participants in attendance records.

 Yearly   Quarterly   Monthly   Weekly    Periodically   Other
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Speaking at the Circular Economy Forum 
Hosted by Taiwan Cooperative Securities

Circular economy continues to be the focus for businesses around the world and 
shows no signs of subsiding on the global economic front. FENC attended the Circular 
Economy Forum held by Taiwan Cooperative Securities  on January 9th, 2018. During 
which, investors engaged in discussions on FENC strategies, measures and performance 
on circular economy.  

The management team shared with investors, who are also the main stakeholders 
during this forum, the Company’s sustainability strategies and momentum in innovation 
and R&D. Projects shared include food-grade packaging and textile products made 
from recycled PET bottles, and the sneakers and jersey shirts made out of recycled 
plastic ocean waste. They are the fruits of exclusive collaborations with adidas and 
the environmental group, Parley of the Oceans. Such projects set the tone for FENC’s 
future deployment in the recycling industry while addressing investors’ concerns for the 
Company’s future outlook. The heightened transparency gives investors insights into the 
Company’s mission and progress on green sustainability.  

Assisting the 20th Anniversary 
Exhibition of the Recycling Fund

Recycling Fund Management Board of the Environmental Protection Administration 
was established in July 1998 to enhance recycling of resources and maintain an open 
channel. The board held the 20th Anniversary Special Exhibition between July 31st and 
August 25th, 2018. In attendance were scholars, industry experts, as well as government 
officials from Taiwan and around the world.

The special exhibition was held at FE EcoARK in the Pavilion of New Fashion, which 
FENC built for the 2010 Taipei International Flora Exposition using 1.52 million used PET 
bottles. FE EcoARK exemplifies the concept of “circular rebirth”. As the venue for this 
special exhibition, it holds a special significance. FENC is the curator for the exhibition 
of recycled and regenerated products, including textile and daily goods. The event also 
offered a lecture on circular economy, sharing the idea and application of circular rebirth 
with the public. FENC was acknowledged by the Environmental Protection Administration 
for the contribution toward the recycling industry and accepted the certificate of 
appreciation from Minister Ying-Yuan Li.

Visit and Exchange Between FENC 
and National Chengchi University

On January 2nd, 2018, students enrolled in the course, Strategic Risk Management, 
from the Department of Accounting, National Chengchi University visited FENC. The 
course teaches corporate risk management approaches through corporate visits. 
President of Corporate Management Humphrey Cheng gave a lecture titled, Corporative 
Governance/Operating Risk from CSR Perspective. He talked about how FENC conducted 
regular review and tracking of risk indicators through the risk forecast system, and 
reduces operational risks by 
proposing corresponding 
measures in advance. He 
also explored the meaning 
o f  c o r p o r a t e  s o c i a l 
responsibility in terms of 
corporate governance and 
operating risk.

Participating in European Innovation 
Week and Exhibit Green Products

Antti Peltomaki, Deputy Director General at DG Internal market, Industry, 
Entrepreneurship and SMEs (DG GROW) led the delegation of business representatives 
from the European Union and hosted European Innovation Week in June 2018. The event 
features circular economy, green energy and environmental industry.

FENC is the developer of cutting-edge 
recycled PET technology and was invited to 
this event by the EPA. During the course, 
FENC provided exhibits of the Company’s 
green products. While promoting recycled 
PET, FENC also promoted industries in 
Taiwan as protectors of the environment, 
shedding light on the business model and 
environmental benefits of circular economy 
for the government and corporations.
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Participation in External Organization
FENC plays an active role in various external organizations to gain insights on the latest trends and knowledge, and to maintain the Company’s leading edge. In 2018, FENC participated in, provided major financial 

sponsorship to, or served on the governing body, task force or committee of 67 external organizations. All of which provided strategic advantage for the Company. In 2018, FENC became a member of sustainability advocates 
such as Center for Corporate Sustainability (CCS) and Alliance for Sustainable Development Goals (A•SDGs).
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1.4.4 Grievance Procedure
Stakeholders may take advantage of multiple channels provided by FENC to file for grievances related to any impact or shortcomings in the Company. FENC also has in place an independent mechanism 

to conduct and report on the investigation over grievance matters: Contact List of
FENC Stakeholders

http://contact.fenc.com/index.aspx?lang=en
mailto:auditcommittee@fenc.com
mailto:feaudit@fenc.com
mailto:legalcompliance@fenc.com



