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Proportionality mechanisms
Commonwealth Climate Disclosure


This document explains the application of proportionality mechanisms within the Commonwealth Climate Disclosure (CCD) Requirements (the Requirements) as represented in the following three phrases:
Reasonable and supportable information
Undue cost or effort
Skills, capabilities and resources
Proportionality mechanisms help guide the consideration of an entity’s specific circumstances, operating context and reporting obligations when addressing certain provisions within the Requirements. They allow flexibility in circumstances where it would be unreasonable or impractical to strictly follow a provision, or where an entity has limited resources, skills or data to meet the Requirements in full. 
Disclosing against certain provisions within the Requirements may involve the exercise of high levels of judgment or uncertainty. One example of this is climate scenario analysis where outputs are only a potential range of outcomes of future events under uncertain societal, technological and emissions conditions. Another example is in estimating anticipated effects of climate risks and opportunities. Proportionality mechanisms support entities of varying capability and readiness to apply the Requirements in a manner proportionate to their individual circumstances.
Proportionality mechanisms are described in the General Requirements of the CCD Requirements under section 2.14 Reasonable and supportable information. Their use is highlighted in specific provisions of the Core Requirements as outlined below. 
Tip: For more detail, see the Technical FAQs, Proportionality Mechanisms in AASB S2 and IFRS - FAQs for guidance on the Australian Accounting Standards Board (AASB) S2 Climate-related Disclosures and International Financial Sustainably Reporting Standard (IFRS) Sustainability Disclosure Standards. 
Proportionality mechanisms relating to certain CCD Requirements  
This guidance gives clarity on the following three phrases which are used as proportionality mechanisms:

These mechanisms enable entities to manage incomplete or uncertain information, which is particularly important for forward‑looking statements that must be based on reasonable grounds at the time they are disclosed. Entities should also be prepared to show how those reasonable grounds have been established.  
Proportionality mechanisms are used in following provisions of the Full Core Requirements (Year 3 onwards):
  - Strategy: S5(c)i-ii, S10(a)-(b), S12 
  - Metrics and targets: M1(a), M3(b), M4(d)

Note: Proportionality mechanisms do not exempt an entity from providing disclosure information. While an exhaustive search is not required, entities are encouraged to use reasonable efforts and available information to identify material climate-related risks and opportunities relevant to their operations, ability to deliver public policy and/or financial prospects.
Typical situations where these phrases could apply include:
Resource constraints	- when the cost of systems and processes needed is too high. 
Data availability - when high-quality data is limited for parts of the disclosure or not available at the time of reporting. 
Specialist availability – when skills or expertise are hard to access.
Reasonable and supportable information
Reasonable and supportable information covers specific and general conditions in the internal and external environment. This may include:
material information about the entity’s climate-related risks and opportunities, 
information about past events, current conditions, and forecasts of future conditions. 
Reasonable and supportable information clarifies the type of information an entity must use when preparing its disclosures. It helps to guide the entity to consider:
the information - meaning relevant, reasonable and supportable information that is available at the reporting date: and
the level of effort required to obtain that information - meaning the entity is not expected to conduct exhaustive searches or gather information that would require undue cost or effort.
	Example: An entity manages a scheme which provides loans and investments to farmers. As part of the entity’s financed emissions reporting, they are collecting data on emissions from these loans. However, data is limited and hard to collect across multiple geographically spread small sized loans distributed by third-party providers. Efforts are being made by the entity to investigate proxy-based methods for emissions reporting as well as the development of tools and frameworks to support collection and reporting. See Climate-related financial disclosures - DAFF for further information on farm focused information.



Undue cost or effort  
The assessment of undue cost or effort depends on the entity’s specific circumstances. It applies to:
information used by an entity when preparing its financial statements, operating its operational model, setting its strategy and managing its risks and opportunities; and
information that can be obtained without undertaking an exhaustive search is available.
Where possible, an entity should use consistent data and make consistent assumptions. An entity is not expected to carry out an exhaustive search for information to identify climate-related risks and opportunities that could reasonably be expected to affect the entity’s prospects. 
Whether something involves undue cost or effort means considering balancing the burden on the entity and the usefulness of the information for annual report users. This assessment can change over time as circumstances change. 
	Example 1: An entity is preparing their disclosure including information on from their financial statements. This information is internal to the entity and available to the entity at the time of reporting. This information is thought to be available without undue cost or effort and therefore should be included in the disclosure.
Example 2: Where an entity has multiple grant recipients, it may be impracticable to collate information from all recipients without incurring undue cost or effort. The entity may also lack the necessary resources to undertake this process. In such circumstances, the information is not required to be included in the disclosure. However, explanatory text should be provided to outline the reason for its omission.


Skills, capabilities and resources
This mechanism helps an entity apply specific requirements in a way that reflects its own circumstances. It works in two ways: 
an entity must use an approach that aligns with the skills, capabilities, and resources it has available (within the entity as a whole), and 
it may adjust the information it provides for a particular disclosure requirement if it lacks the skills, capabilities, or resources to supply that information in full.
	Example: A small entity, with limited resources and limited experience of reporting may not be able to disclose to the same level as a larger entity with substantial resources and extensive experience of reporting. It is appropriate that a smaller entity will produce a limited disclosure based on this. There is an expectation, however, that entities with limited skills and capabilities will be able to further develop and improve their reporting.



Specific reporting provisions which contain proportionality mechanisms
The General Requirements make clear that entities should make all efforts to identify relevant information to include in their disclosure. It is recognised that some sectors and areas of climate reporting are early in their development. Therefore, specific reporting provisions with the Core Requirements have been identified in table 1 to show where proportionality mechanisms may be used. Entities should still document their investigations to show this is the case. 
	CCD Requirement
	Reasonable and support information
	Undue cost and effort
	Skills and capabilities 

	Public Policy Effects S5c (Year 2 provision) 
	ü
	ü
	ü

	Financial position, financial performance and cash flows effects S10a-b (Year 3 provision)
	ü
	ü
	ü

	Financial position, financial performance and cash flows effects S12 (Year 3 provision)
	
	ü
	ü

	Metrics and Targets M1 (a)
Greenhouse gas emissions (Year 1 provision)
	
	ü
	

	Financed Emissions M4d (Year 3 provision)
	ü
	ü
	

	Cross-industry metrics M2 (Year 2 provision)
	
	ü
	


Table 1 Provisions within the Core Requirements of the Full Requirements which contain a proportionality mechanism
Showing evidence of decision-making in your disclosure
It is important for entities to ensure that any information omitted on the basis of impracticality is not material to the users of the report, and to keep documentary evidence of decision-making.  
When preparing a disclosure, entities should consider:
documented analysis for decision-making, including a critical evaluation of the decision was made
endorsement by a suitably authoritative person or group within the organisation
clarifying whether the use of the mechanism is expected to be ‘rare and unusual’
practical steps to avoid undue cost or effort (e.g. incorporating climate disclosure obligations into supplier agreements)
reviewing the accuracy and completeness of any required narrative disclosures explaining the decision and any implications.
Data sources to support your disclosure response  
An entity may use various sources of data, both internal and external. For example, entities can use information from:
their own risk management processes
internal Risk registers
industry and peer group experience
external ratings, reports, and statistics.
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