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5 Signs Your Supply Chain Has a
Hidden Compliance Risk
Use this guide to identify vulnerabilities before they become costly headlines.

Most supply chain risks don't announce themselves. They hide in supplier relationships, data gaps, and processes that haven't been reviewed

in years. This checklist helps you spot the warning signs early — before regulators, customers, or the media do it for you.

01

You Can't Map Your Tier-2 (or Tier-3) Suppliers
If you only know your direct suppliers — not who supplies them — you have blind spots. Forced labor, environmental violations, and quality failures

routinely originate deeper in the chain where visibility is lowest.
Can you name the top 5 suppliers your key vendors use?
Do you have contracts that flow compliance requirements downstream?
Have you audited beyond Tier-1 in the past 24 months?

02

Your Supplier Onboarding Is a One-Time Event
A supplier who passed your audit three years ago may look very different today. Ownership changes, financial stress, subcontracting shifts, and

regulatory changes happen constantly. Static onboarding creates a false sense of security.
Do suppliers re-certify compliance annually?
Are there triggers for re-auditing (e.g., ownership change, incident)?
Is ESG performance part of your ongoing scorecard?

03

Your Sustainability Reporting Relies on Self-Reported Supplier Data
If your emissions, labor, or waste data comes straight from supplier questionnaires with no third-party verification, it's likely inaccurate — and

increasingly, regulators won't accept it. The EU CSDDD and SEC climate rules are raising the bar.
Is any of your Scope 3 data independently verified?
Do you use a platform or methodology for carbon accounting?
Can you trace claims (e.g., 'responsibly sourced') to actual evidence?

04

You Have No Formal Process for Supplier Incidents
When a supplier has a labor violation, environmental spill, or quality failure, what happens next? Without a defined corrective action process, incidents

become crises — and crises become reputational and legal liability.
Is there a documented supplier incident response procedure?
Who owns corrective action plans and tracks resolution?
Have you ever terminated a supplier for compliance failure?

05

You're Unaware of Applicable Regulations in Your Markets
Supply chain compliance law is moving fast. UFLPA, EU CSDDD, California SB 657, and incoming SEC disclosure rules all carry real teeth. Many

mid-sized companies are unknowingly non-compliant — and 'we didn't know' is not a legal defense.
Have you reviewed applicable regulations in the past 12 months?
Do you know which rules apply based on where you sell, not just where you operate?
Is legal/compliance involved in supplier contracting?

Ready to go deeper?
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