AMPLIFA PROCUREMENT GLOSSARY

Compliance Procurement: Legal Certainty
Along the Entire Sourcing Chain

Compliance procurement refers to the entire set of policies, processes and controls by which
procurement departments ensure that all purchasing activities comply with legal requirements,
internal standards and contractual obligations. This includes supplier screening, anti-corruption
measures, supply chain due diligence, export controls and documentation obligations. For buyers,
compliance is not an isolated topic but a cross-cutting aspect that shapes strategy, supplier
selection and operational order processing. Effective compliance procurement reduces liability
risks, protects reputation and enables more stable supplier relationships.

Key facts

« Compliance procurement covers legal obligations, internal policies and ethical standards along the
entire procurement process.

« Typical components are supplier checks, anti-corruption and antitrust precautions, supply chain due
diligence obligations, export controls and data protection.

» Core elements are documented processes, clear responsibilities (for example according to roles in
procurement (RACI)) and regular controls.

 In practice, preventive measures such as audit programmes, codes of conduct and training have a
greater impact than pure follow-up checks.

« Supply chain laws increase due diligence obligations for human rights and the environment along
the entire value chain; the specific obligations must be assessed on a case-by-case basis.

 Digital tools support screening, documentation and reporting obligations, but cannot replace
professional judgement by responsible buyers.

Definition: Compliance Procurement

Compliance procurement is the systematic assurance that purchasing decisions and processes are
made in accordance with legislation, internal requirements and industry standards. It combines legal
obligations with operational procedures and thereby creates reliability towards company management,
customers and authorities.

Distinction from classic procurement

Classic procurement focuses on price, availability and quality; compliance procurement adds risk and
legality aspects to these objectives. The two perspectives are not mutually exclusive: those who
structure and check suppliers using a Supplier Longlist combine strategic sourcing quality with
compliance requirements. In practice, compliance is reflected mainly in defined approval processes,
documented selection decisions and contractual obligations such as limitation of liability or codes of
conduct.
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Legal reference points

Key reference points are antitrust and competition law, anti-corruption, supply chain due diligence
obligations, export and sanctions controls and data protection. Depending on the industry, specific
requirements are added, such as supplier or product approval specifications. Important: the specific
obligations depend on company size, industry segment and supply relationship and must be legally
reviewed on a case-by-case basis. This article provides a general overview and does not constitute legal
advice.

Organisational anchoring

Compliance in procurement only works with clear responsibilities. A mapping according to roles in
procurement (RACI) has proven effective: who decides on supplier approval, who checks risk indicators,
who documents? Small companies often bundle these roles with the management, larger organisations
rely on dedicated compliance functions with a direct line to procurement.

Methods and procedures in compliance procurement

The methodological core is a risk-based approach: not every supplier and every transaction requires the
same level of scrutiny. A tiered approach prioritises risks and keeps the effort manageable.

Supplier screening and approval

Before the first order, buyers check master data, legal form, creditworthiness and industry affiliation.
Standardised identifiers such as the D-U-N-S Number (DUNS) help to identify suppliers unambiguously
and to detect duplicates or shell companies. In addition, many organisations check sanctions lists,
ownership structures and negative media reports. The result of the check is documented and concluded
with a defined approval process.

Risk analysis and classification

A structured risk analysis assesses suppliers according to criteria such as country of origin, product
specialisation, market strength and business practices. High-risk suppliers receive in-depth checks and
more frequent audits, standard suppliers lean monitoring. The classification is updated regularly, as risk
situations can change. Conflict-sensitive materials or critical components deserve particular attention in
practice.

Contractual and ethical safeguards

Compliance requirements are enshrined contractually: codes of conduct, audit rights, obligations to
report violations as well as clearly formulated rights and obligations. Limitation of liability and
performance limits are as relevant for negotiation as data protection annexes. In international
procurement, Incoterms FCA or Incoterms CIF define when and where risk and cost transfers take
place, thus avoiding ambiguities in order processing.

Key KPIs and measuring compliance quality

Compliance is measurable when processes are defined and data is complete. Typical metrics assess
coverage, currency and response speed.

Key metrics
Common KPIs are the share of checked and approved suppliers among all active ones, the share of
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suppliers with a current risk assessment and the average duration of the approval process. The rate of
completed training within the procurement team and the number of identified escalation cases also
provide insight into process quality. It is important not to treat KPIs as an end in themselves but as early
warning indicators.

Relationship with operational metrics

Compliance quality indirectly influences operational metrics such as First Pass Yield (FPY) or complaint
rates: properly checked suppliers tend to cause fewer quality problems and complaint cases. Metrics on
delivery date tracking or on the conformity of Advance Shipping Notice (ASN) processing also reflect
how reliably and compliantly suppliers work.

Reporting and audit trail

A functioning reporting system documents who performed which check and when. Audit-trail-capable
systems make internal and external audits considerably easier. Reports to management and
supervisory levels should be prepared in a risk-oriented manner: open checks, critical suppliers and
completed measures at a glance.

Risks and controls in compliance procurement

Typical risks range from corruption cases and sanctions violations to breaches of supply chain due
diligence obligations. Effective controls combine prevention, detection and response.

Preventive controls

Prevention begins with clearly formulated internal policies and regular training for buyers. Four-eyes
principles for contract conclusion, defined approval thresholds and a functioning whistleblowing system
reduce the risk of abuse. Separating demand identification and ordering is also a proven preventive
control.

Detective controls and monitoring

Sample audits, annual audits and continuous screening of sanctions and risk lists uncover violations
that were not prevented preventively. Supplier evaluations based on delivery reliability, quality and
responsiveness provide additional signals. Irregularities lead, in defined escalation stages, to in-depth
checks or Supplier Corrective Action Request (SCAR) processes in cases of quality or process
violations.

Reactive measures

In the event of violations, a documented response procedure applies: examination of the facts, setting
deadlines, if necessary renegotiation or contract termination. In serious cases, the supplier is blocked.
Complete documentation is essential, as it demonstrates the company's ability to act in disputes or
official audits. A Performance Bond can create financial incentives for contract fulfilment, but does not
replace compliance checks.

Current developments and digital support

Regulatory requirements and digitalisation are noticeably changing compliance procurement. Buyers
must continuously classify new obligations and adapt processes.
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Supply chain due diligence and sustainability

Supply chain laws and sustainability reporting expand the concept of compliance to include human
rights, environmental standards and reporting obligations along the value chain. Topics such as recycled
content quota or CO2 transparency are coming into greater focus in award decisions. Buyers should
systematically anchor sustainability criteria in enquiries and supplier evaluations; the specific legal
obligations must be assessed on a case-by-case basis.

Digital tools and automation

Software supports master data maintenance, automated screening and evidence management.
Al-supported methods help evaluate supplier information or create enquiries, for example within a
tender process. What remains important: automation accelerates checks, but the professional
assessment and responsibility remain with the buyer.

Geopolitics and sanctions

Sanctions regimes, export controls and geopolitical shifts increase the effort required for checking
international procurement. Frequent updates to embargo and sanctions lists require continuous
monitoring rather than one-off checks. Dual-use risks in technical components and supplier services
deserve particular attention.

Typical metrics

Share of checked suppliers: > 98%
All active suppliers should have been fully screened and approved

Share of up-to-date risk assessments: > 95%
Assessments generally no older than 12 months, shorter for high-risk suppliers

Supplier approval lead time: typically 5-15 working days
Depending on the depth of the check and risk class

Procurement team training rate: > 90% annually
Regular training on compliance policies

Practical example

A medium-sized mechanical engineering company with around 60 active suppliers, one third of them
outside the EU, discovered during an internal review that initial checks had been documented
inconsistently and risk assessments were outdated. The company built a tiered compliance process: a
basic check for all suppliers, an in-depth check for high-risk groups and annual re-screening. In addition,
responsibilities were defined according to RACI and an approval workflow was stored in the ERP
system.

» Uniform supplier onboarding with mandatory fields for master data, sanctions screening and code of
conduct
* Risk classes with different check depths and fixed re-check intervals

* Documented escalation process including Supplier Corrective Action Request (SCAR) for quality
and process violations

» Quarterly compliance report to management with open items and status of measures
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Conclusion

Compliance procurement is not additional administrative work but a hallmark of professional
procurement. Those who check suppliers in a structured way, prioritise risks on a risk-based basis and
document decisions protect the company from liability, sanctions and reputational risks. At the same
time, the resilience of the supply chain increases, because checked and evaluated suppliers work more
reliably. The effort pays off particularly in regulated industries and for international procurement.
Decisive factors are clear responsibilities, lean continuous monitoring and the willingness to adapt
processes regularly to new regulatory requirements.

Frequently asked questions

What does compliance in procurement mean?

Compliance in procurement means that all purchasing activities comply with the law, internal policies
and ethical standards. This includes supplier screening, anti-corruption measures, export controls,
supply chain due diligence and documentation. The aim is to minimise legal risks and make purchasing
decisions traceable and defensible.

What obligations does a buyer have when selecting suppliers?

A buyer must check suppliers before working with them for legal form, creditworthiness, sanctions lists
and, where applicable, risk countries, and document the check. When awarding contracts, the principles
of transparency and equal treatment apply, as well as anti-corruption measures and internal approval
processes. Contracts should embed compliance requirements such as codes of conduct and audit
rights.

What does supply chain due diligence involve?

Supply chain due diligence obligations require companies to identify, prevent, remediate and document
risks to human rights and the environment in their supply chains. Typical steps are risk analysis,
preventive and corrective measures, complaint mechanisms and regular reporting. The specific
obligations depend on company size and the applicable legislation and must be legally assessed on a
case-by-case basis.

How do | check a new supplier in a compliant manner?

Start with a master data and identity check, ideally using standardised numbers such as the D-U-N-S
Number (DUNS). Then check sanctions lists, creditworthiness, ownership structure and industry risks.
Conduct a risk analysis, assign the supplier to a risk class and document the approval with date and
responsible person.

Which KPIs are suitable for compliance procurement?

Suitable KPlIs are the share of checked and approved suppliers, the share of up-to-date risk
assessments, the duration of the approval process and the training rate within the procurement team. In
addition, escalation cases and audit results provide insight into process quality. A risk-oriented
interpretation is important rather than pure KPI optimisation.

What happens in the event of a supplier compliance violation?

In practice, a defined response procedure follows: examine the facts, request a statement from the
supplier, set a deadline and agree on measures. In cases of quality or process violations, a Supplier
Corrective Action Request (SCAR) is often triggered. Serious or repeated violations may lead to
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contractual penalties, blocking or contract termination.
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