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Thereis a changing focus on the role that
tax has io play in the world of FSG and the
numerous ways that iax infersects with
ESG iopics.

From facioring in the tax implicaiions of
decisions that are made in an ESG confexi
io understanding how iax can help drive
environmenial and social change.

It is crucial io understiand the risks,
cosis and the opporiunities thai iax
can bringin this area.
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WHAT DO WE DO?

2 Contacts

e
—

ESG TRANSACTIONS

Being aware of the tax implications
when choosing how to structure or
finance environmental projects can
be animportant factor in choosing the
right option for a solar, wind, hydrogen
or nuclear project or looking at a shift
to a more circular economy. Plus with
a wide range of new financial products
with ESG components emerging,
understanding the potential tax
treatment of these innovative
products will be crucial.

OPPORTUNITIES

Environmental incentives help
encourage a wider pool of investors
and funding to promote investment

in green technologies and innovation.
However, the markets that emerged
around green tax credits are now
facing challenges. Tax levers can also
be used to promote social change,
such as impact investing and gender
equality. Governments are working
together to relax tax rules to encourage
flexible working.

Where is the T in ESG? | How Tax intersects with ESG issues | 2026

OBLIGATIONS

Do groups have the necessary
procedures in place in respect of tax
compliance to meet sustainability
reporting requirements and to avoid civil
and, in some cases, criminal liability?
Changes are being introduced on

a national and multinational level to
ensure groups have adequate tax risk
management strategies and processes.
Multinationals are being required to
publish increasing amounts of tax
information: on their tax strategy, the tax

they are paying or their effective tax rates.

COSTS

The increase in “green” taxes and
initiatives focused on multinationals
paying their “fair share” could all lead to
increased tax liabilities. In addition,
there are significant costs associated
with setting up systems to collect and
report the data associated with such
taxes as well as new tax transparency
measures. In addition, multinationals
are having to create different processes
and hire or re-allocate people who can
handle the latest technology and the
reams of additional data businesses are
now required to collect.

RISKS

With increased transparency comes
added scrutiny, from tax authorities,
investors and activists. The potential
for multilateral disputes and challenges
has never been higher. Reputationally,
it is important that what you say in your
strategy matches what can be seenin
your reports. With new ways of working,
are companies getting the tax right?
Could green incentives be wiped out
under the OECD'’s pillar two proposals
or face challenge by the European
Commission as state aid?

SUPPLY CHAINS

What are the implications for your
supply chain of new environmental
taxes such as CBAM? To what extent
could you be held responsible if others
in your supply chain fall down on tax
compliance? By choosing suppliers
carefully, it can encourage businesses
to align their strategies with your
group’s ESG objectives.
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Tax incentives for
sustainable investments:
what businesses should be
thinking about

A guide to tax and ESG for
in-house Heads of Tax

Podcast: Why tax could
make or break an energy
transition project

Podcast: Are tax incentives
the key to driving sustainable
investments in the UK

and beyond?

The UK’s carbon border
adjustment mechanism
continues to take shape

us.

The UK gives the green light

Tax based finance leasing:

A new sustainable finance

Impact of the One Big

Highlights of the

to a UK CBAM and consults a forgotten tool for green champion - demystifying the Beautiful Bill Act on Inflation new sections 45Y and
onthe UKETS finance in the UK? Community Investment Tax Reduction Act Incentives - 48E wind and solar
Relief (CITR) for A&O Shearman beginning-of-construction
institutional investors guidance
EU

Takeaways from Treasury’s
proposed regulations on
U.S. tax credits for clean
hydrogen production

Navigating the new elective
safe harbor for the Domestic
Content Bonus Tax Credit

Significant updates in
Treasury’s final energy credit
regulations

EU carbon border adjustment
mechanism - the transitional
phase has begun:

Are you ready?

Exploring tax implications of
remote work: insights from
our experts
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Godfried Kinnegim Esther Lemmon Magnus Mueller Isabelle Panis John Hibbard Charles Yorke

Pariner, Amsterdam Pariner, London Pariner, Munich Pariner, Brussels Pariner, New York Pariner, London

Tel +3120 674 1120 Tel +44 20 3088 2738 Tel +49 89 71043 3111 Tel +32 2780 2479 Tel +1212 756 1159 Tel +44 20 3088 4925
godfried.kinnegim@aoshearman.com estherlemmon@aoshearman.com magnus.mueller@aoshearman.com isabelle.panis@aoshearman.com john.hibbard@aoshearman.com charlesyorke@aoshearman.com

Kara Altman Maciej Kulawik Brin Rajathurai Naomi Lawton Rebecca Mary Noble

Counsel, Washingion DC Counsel, Warsaw Knowledge counsel, Global Knowledge counsel, London BD executive, Belfasi

Tel +1202 9121806 Tel +48 22 820 6135 Tel +44 20 3088 3752 Tel +44 20 3088 1242 Tel +44 20 3088 7369

kara.altman@aoshearman.com maciej.kulawik@aoshearman.com brin.rajathurai@aoshearman.com naomi.lawton@aoshearman.com rebeccamary.noble@aoshearman.com

o A&O Shearman was formed on 1 May 2024 by the combination of Shearman & Sterling LLP and Allen & Overy LLP and their respective affiliates (the legacy firms).
This publication may include content generated by one or more of the legacy firms rather than A&O Shearman.
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Gilobal presence

A&O Shearman is an international legal practice with nearly 4,000 lawyers, including some 750 partners, working in 28 countries worldwide. A current list of A&O Shearman offices is available at aoshearman.com/en/global-coverage.

A&O Shearman means Allen Overy Shearman Sterling LLP and/or its affiliated undertakings. Allen Overy Shearman Sterling LLP is a limited liability partnership registered in England and Wales with registered number OC306763. Allen Overy Shearman Sterling (Holdings) Limited is a limited company registered in
England and Wales with registered number 07462870. Allen Overy Shearman Sterling LLP (SRA number 401323) and Allen Overy Shearman Sterling (Holdings) Limited (SRA number 557139) are authorised and regulated by the Solicitors Regulation Authority of England and Wales.

The term partner is used to refer to a member of Allen Overy Shearman Sterling LLP or a director of Allen Overy Shearman Sterling (Holdings) Limited or, in either case, an employee or consultant with equivalent standing and qualifications or an individual with equivalent status in one of Allen Overy Shearman Sterling
LLP’s affiliated undertakings. A list of the members of Allen Overy Shearman Sterling LLP and of the non-members who are designated as partners, and a list of the directors of Allen Overy Shearman Sterling (Holdings) Limited, is open to inspection at our registered office at One Bishops Square, London E16AD.

A&O Shearman was formed on 1May 2024 by the combination of Shearman & Sterling LLP and Allen & Overy LLP and their respective affiliates (the legacy firms). This content may include material generated and matters undertaken by one or more of the legacy firms rather than A&O Shearman.
© Allen Overy Shearman Sterling LLP 2026. This document is for general information purposes only and is not intended to provide legal or other professional advice.
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