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DQS at a Glance

Founded

1985

as Germany'’s

first certifier of
quality assurance
systems.
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80

locations
in circa

60

countries.

More than

2.500

top-qualified
auditors
worldwide.

Audits and assess-

ments according
to approx.

200

national and
international
standards and
specification.

65.000

certified
management
systems in

130

countries.

Roundabout

125.000

audit days
annually.




=t “Expectations on what sustainability initiatives can
do to support due diligence are often implicit,
Inconsistent or contested”

Anonymous - OECD Webinar on Sustainability Initiatives Fitness Framework, March 2026
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Agenda

0 1 What is the role of audits in a due diligence landscape?
Focus on CS3D and EUFLR

0 2 How does this role affect Auditing Best Practice?
Rethinking audit practice from an HREDD perspective

0 3 Open Discussion
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CS3D AND EUFLR: ROLE OF

AUDITS




Simplified overview on the CS3D

* Scope:
The CS3D requires certain very large companies to carry out human rights and
environmental due diligence across their own operations, subsidiaries and relevant
business partners in their chain of activities.

- Due diligence process:
The CS3D follows a risk-based sequence: integrate due diligence into policies, identify
and assess impacts, prioritise the most severe and likely impacts, prevent or mitigate
potential impacts, end or minimise actual impacts, provide remediation, engage with
stakeholders, operate complaint/notification channels, monitor effectiveness, and
communicate publicly.

- Enforcement:
Member States must designate supervisory authorities with powers to investigate,
order corrective action and impose penalties up to 3% of net worldwide turnover.

- Third party verification:
Companies may use independent third-party verification on and from companies in

their chains of activities to support the implementation of due diligence obligations.
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Key issues of the u

ndated CS3D - Directive (EU) 2026/470)

Reduction of scope

« Thresholds raised to
>5000 employees + € 1,5 billion
worldwide turnover for EU
companies.

* 1.5 billion in net turnover in the EU
(group turnover at ultimate parent
company) for non EU companies.

« Companies which receive franchise
or license fees >€ 75 million and a
worldwide turnover > € 275 million
worldwide.

Shift from “Mapping” to a staged

“Scoping”

« Companies must perform a scoping
exercise using reasonably available
information to identify areas where
adverse impacts are most likely and
most severe.

* In depth assessment is required in
these areas only.

Limitation of trickle-down effect

« Companies may request data from
business partners only if necessary,
and from business partners with
<5000 employees only when the
information cannot reasonably be
obtained otherwise.

« Companies with <5000 employees are
explicitly protected in the course of the
in-depth assessment from excessive
questionnaires and reporting
obligations (recital (41)

Directive (EU) 2026/470)).

Extension of harmonisation

» Key due diligence obligations are
now fully harmonized.

* Member States can no longer
impose divergent national general
due diligence laws but may still
regulate specific sectors, products,
or risks.

« Reduction of the exposure of
companies

« EU wide maximum penalty: 3 % of
global turnover.

« Introduction of civil liability now
rests with Member States*.

« Climate transition plan requirement
deleted as disproportionate.

Extension of timeline
» Application postponed to July 2029
(transposition 2028).

* Certain minimum requirements remain harmonized
(e.g. statute of limitations; burden of proof)
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Reduction of scope

Corporate groups from non-EU countries

Corporate groups )
covered by the CSDDD | covered by the CSDDD
il‘l the EU (countries with > 3 groups)

12026 Update 2026 Update

RUSSIA
13
> 7
s SOUTH KOREA

C\é Total: 473

- s : SOMO, CSDDD Datahub L g

Toak e g o m Source: SOMO, CSDDD Datahub m

Source: https://www.somo.nl/updated-datahub-shows-1400-corporate-groups-covered-by- Source: https://initiatives.weforum.org/sustainable-finance-data-skills-and-capacity-
building/knowledge-hub/publications/multi-state-coalition-warns-microsoft,-google,-meta-against-

complying-with-eu%E2%80%99s-csrd,-csddd-sustainability-

weakened-csddd/
laws/ca30798b09066444937d00913030e3ed51bdedbe



Shift from “Mapping” to a staged “Scoping” - First step

CEREHTEATELEEEEEE G “[...] companies are entitled to make use of ~ “[...] companies are entitled to make use of
of actual and potential adverse appropriate resources, including appropriate resources, including independent
impacts (Art. 8 (1) independent reports and information reports, digital solutions, industry and multi-
gathered through "whistleblowing” [...]" stakeholder initiatives and information
gathered “whistleblowing" [...]

Term used in Art. 8(2)(a) “map their own operations...” “carry out a scoping exercise...”

Level of granularity expressly The text emphasizes “general areas” “When conducting the scoping exercise,
expected without expressly excluding entity-level companies are not required to systematically
analysis; thus, the initial mapping phase identify adverse impacts at entity level, but
may also include assessments at the level  rather are required to scope general areas.”
of individual entities. (Recital (39))
I ER L RS Il T Mapping means a structured assessment of  Scoping is expressly limited to reasonably
the first step the footprint (own ops/subsidiaries/value  available information, generally precluding

chain where relevant), using quantitative business-partner requests at that stage; no
and qualitative information, as an input to need for comprehensive information from

risk identification. every partner.
Purpose of the first step Narrow down where to do in-depth Same purpose, but with an explicit burden-
assessment. limitation design and stricter sequencing

(screen first, then targeted deep dives).



Shift from “Mapping” to a staged “Scoping” - Second step

In depth Collection of information in the first step as basis  Collection of information in the first as basis
assessment for deciding where to conduct deeper for deciding where to conduct deeper
assessment. assessment, but Companies should not be
required to request any information from
business partners where no likely and severe
risks were identified (Recital (40)).
Limitation of “based on the results of the mapping as referred  “[...] companies may request information
assessment to in point (a), carry out an in-depth assessment  from business partners only where that
of their own operations, those of their information is necessary, and, in the case of
subsidiaries and, where related to their chains of  business partners with fewer than 5,000
activities, those of their business partners, inthe  employees, only when the information cannot
areas where adverse impacts were identified to reasonably be obtained by other means; [...]"
be most likely to occur and most severe”

Prioritization “[...] where adverse impacts are identified as
equally likely to occur or equally severe in
several areas, companies may prioritize
assessing such areas which involve direct
business partners [...]"
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Cases of third party verification and use of audit reports

Art. 20 para. 5 CS3D

Without prejudice to Articles 25
(Supervisory authorities), 26
(Substantiated concerns) and 29
(Civil liability), companies may use
independent third-party
verification on and from
companies in their chains of
activities to support the
implementation of due diligence
obligations to the extent that such
verification is appropriate to
support the fulfilment of the
relevant obligations. [...].

11

Art 8 para. 3 CS3D
Use of (existing) independent (audit)
reports to identify and assess actual and

potential adverse impacts acc. to Art. 8
para. 1 CS3D

Article 10 para. 5 CS3D
Preventing potential adverse impacts

Article 11 para. 6 CS3D
Bringing actual adverse impacts to an
end




Third party verification in detail

Art. 1 para. 1 (h) CS3D
‘independent third-party
verification” means verification of
the compliance by a company, or
parts of its chain of activities, with
human rights and environmental
requirements resulting from this
Directive by an expert that is
objective, completely independent
from the company, free from any
conflicts of interest and from
external influence, has experience
and competence in environmental
or human rights matters,
according to the nature of the
adverse impact, and is
accountable for the quality and
reliability of the verification;

Article 10 para. 5 CS3D / Article 11 para. 6 CS3D*

5./6. The contractual assurances referred to in paragraph 2/3,
point (b)/(c), and in paragraph 4/5, shall be accompanied by
appropriate measures to verify compliance. For the purposes of
verifying compliance, the company may refer to independent
third-party verification, including through industry or multi-
stakeholder initiatives.

2./3. Companies shall be required to take the following
appropriate measures, where relevant:

(b)/(c)

seek contractual assurances from a direct business partner that
it will ensure compliance (i) with the company’s code of conduct
and, (ii) as necessary, a prevention/corrective action plan,
including by establishing corresponding contractual assurances
from its partners, to the extent that their activities are part of the
company'’s chain of activities; when such contractual assurances
are obtained, paragraph 5/6 shall apply;

*Article 10 para. 5 CS3D and Article 11 para. 6 CS3D are nearly identical except those parts marked
in red.
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Further aspects of third party verifcation

Restrictions of dealings with SMEs (Art. 10 para. 5 / Art. 11 para. 6)

“When contractual assurances (including the acceptance of an audit) are obtained from, or a contract is
entered into with, an SME, the terms used shall be fair, reasonable and non-discriminatory. The
company shall also assess whether the contractual assurances of an SME should be accompanied by
any of the appropriate measures for SMEs referred to in paragraph 2, point (e). Where measures to
verify compliance are carried out in relation to SMEs, the company shall bear the cost of the
independent third-party verification. Where the SME requests to pay at least a part of the cost of the
independent third-party verification, or in agreement with the company, that SME may share the results
of such verification with other companies.”

Specification of third-party verifiers (Art. 10 para. 5 / Art. 11 para. 6)

“The Commission, in collaboration with Member States, shall issue guidance setting out fitness criteria
and a methodology for companies to assess the fitness of third-party verifiers, and guidance for
monitoring the accuracy, effectiveness and integrity of third-party verification.”

Third-Party Verification Is No Safe Harbour Against National Civil Liability (Art. 29 para. 4 CS3D)
“Companies that have participated in industry or multi-stakeholder initiatives, or used independent
third-party verification or contractual clauses to support the implementation of due diligence
obligations may nevertheless be held liable in accordance with this Article national law.”
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How audits can support the EUFLR due diligence

- Starting pointin Art. 11 a EUFLR:

The Commission, in consultation with relevant stakeholders, shall make available, by 14 June 2026, and

reqularly update, guidelines which shall include the following:

a. guidance for economic operators on due diligence in relation to forced labour, including forced child
labour, which shall take into account applicable Union and national law, setting out due diligence
requirements with respect to forced labour, guidelines and recommendations from international
organisations, as well as the size and economic resources of economic operators, different types of
suppliers along the supply chain, and different sectors;

- Leaked guidance:*

o Establishing that products which are circulating in the EU or which are exported from the EU were made
with/without forced labour can involve evidentiary challenges. Audits of the result of on-site inspections
can provide evidence (page 26).

o Identifying and assessing actual and potential adverse impacts linked to operations can be conducted by
audits (Step 2/page 50).

o Tracking implementation and results, to assess the effectiveness of measures and the handling of forced
labour situations can be done by audits (Step 4/page 50).

o Information to prove compliance with the ban-violating decision can be undertaken by independent
audits (5.2.1/page 53).

*Qriginally due by 14 June 2026
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CS3D versus EUFLR - Due diligence tensions

- The updated CS3D reflects a clearer effort to make due diligence more proportionate and
workable by limiting unnecessary downstream information requests and focusing
companies on the areas of greatest risk.

- The EU Forced Labour Regulation, by contrast, is built around a product-compliance
objective and therefore may still require companies to obtain broad and detailed

evidence across the supply chain to demonstrate that products are free from forced
labour, including forced child labour.

- Seen together, the two instruments point in slightly different operational directions:
CS3D aims to structure and contain supplier requests, while EUFLR may still drive a
broader evidence-gathering exercise where that is needed to substantiate compliance.

- For companies, the practical task will be to align both regimes in a way that remains
targeted, defensible, and as low-burden as possible for business partners.
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RETHINKING AUDIT
BEST PRACTICE FROM
THE HREDD
PERSPECTIVE
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In a nutshell

C@i@ Audit = a possible measure to prevent or end adverse impact

When facing actual or potential adverse impacts, companies are required to take appropriate
measures.

In order to ensure that a measure qualifies as appropriate:

CS3D Art. 3 - Definitions (o) ‘appropriate measures’ means measures that are capable of
achieving the objectives of due diligence by effectively addressing adverse impacts in a manner
commensurate to the degree of severity and the likelihood of the adverse impact, and
reasonably available to the company, taking into account the circumstances of the specific
case, including the nature and extent of the adverse impact and relevant risk factors;
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In a nutshell

@ When facing actual or potential adverse impacts

- Make a considered and documented selection of the instrument(s) of choice (audit, training, site visit, ...)

- Before commissioning an audit, have a clear understanding of the extent to which an audit will prevent or
end an adverse impact

- Ensure the audit standard, scope, method, team and follow-up are appropriate for the specific risk and/or
impact
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Appropriate Audit Standard

Selecting the appropriate audit standard: DEVELOPMENT
Management system standards oo e
(ISO 14001, ISO 45001, SA 8000, Improvement, Best

- Ensure the objective of the standard is 1SO 53001) Practices
aligned with your objective

- Do your Due Diligence on the
Governance of the standard PREVENTION

Assess preventive
measures

SMETA, BSCI,
TfS, RBA, ...

RSCI
COMPLIANCE

! . - e . Verification of
@ OECD Sustainability Initiatives Fitness Framework com;ﬁ;:f:@ﬂﬁcOc

EU Commission Guidance (Art 20.5)

29.04.2026
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Appropriate Audit Scope

ﬁ@ Ensure a risk-based scope:

- Ensure it covers the relevant risk and impacts (no need to
cover all protected rights)

- Prioritize deep dive for high-risk topic instead of checklist-
approach

- Include external stakeholders where needed

- Investigative audits: consider interdepencies/intersections of
topics
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Appropriate Audit Method

@ The audit approach needs to be appropriate for the risk/impact

Preparation: Information sharing
— What is the specific risk that triggered the audit?
— SAQ

— Previous reports/findings

Risk-based audit duration & audit depth (sample sizes)

Announced, semi, unannounced

Remote vs. on-site

Application review: preconditions for a meaningful audit met?
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Appropriate Audit Team

8
el

Documented competence

Documented impartiality

... but tailored to the specific risk(s)/impact(s):

- Gender balance in the audit team
- Cultural/Language considerations

- Technical experts for highly specialized subjects (e.qg.
health and safety)
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Appropriate Follow-Up

2  Connect the dots:
7

- From the identified risk

- To the measure(s)

- To the closure

- Document effectiveness

- Feed back into assessment of risks and impacts
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Conclusion: The Evolution we see

Fully risk-based approach:

Most companies have completed the transition to a risk-
based approach in determining when and where to audit.
The next step is to become risk-based in how we audit.

_-4) From one size fits all to differentation:

@@ . : y
In order to qualify as an ,appropriate measure”,
differentation of audit methods and practices will be needed
to address different types and levels of risks and impacts.
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Let’s stay in touch B%

AN

Dr. Thijs Willaert

Global Director Sustainability Services
DQS CFS GmbH
August-Schanz-Stral3e 21,

60433 Frankfurt/Main

+49 69 95427-297
Thijs.Willaert@dgs.de
www.dqgsglobal.com
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Attorney at law, maitre en droit
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T. +49 30629 39 7955

M. +49 162 401 3738
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