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India RE DSRA and Reserve Accounts 2026:
Lender Strategy for Solar, Wind and Storage
By Sudarshan Karweer · 30 August 2026 · growthifye.com

How DSRA, MRA and reserve-account design shape pricing, covenants and bankability for India
renewable projects in 2026.

India’s renewable financing market in 2026 is tighter, more selective and far more documentation-heavy than

many sponsors expected two years ago. While interest rates have moderated from peak stress periods,

lenders have become sharper on downside protection. One of the most practical levers in that shift is

reserve-account design: debt service reserve account (DSRA), major maintenance reserve account (MRA),

inverter replacement reserve, battery augmentation reserve, O&M reserve, receivables escrows and

distribution waterfalls.

For solar, wind, hybrid, storage and C&I portfolios in India, these reserves are no longer back-office covenant

language. They affect debt sizing, first-year cash flow, sponsor equity timing, refinancing flexibility and even

tariff competitiveness. A project that looks financeable at Rs 3.10/kWh can become harder to close if reserve

requirements absorb too much early cash. Conversely, a well-structured reserve package can unlock better

lender comfort, reduce perceived operational volatility and improve execution with institutions such as

IREDA, PFC, REC, large private banks and NBFC lenders.

This article looks at how reserve accounts are being structured in 2026, where negotiations are moving, and

what Indian developers, C&I buyers, utilities and lenders should focus on when evaluating project debt.

Why reserve accounts matter more in 2026
Reserve accounts exist because Indian renewable assets face a mismatch between contracted revenue

expectations and real operating cash-flow volatility. Even contracted projects are exposed to payment delays,

curtailment, seasonal generation variance, grid outages, machine underperformance, module degradation,

inverter failures and delayed claim settlements. Hybrid and storage projects add complexity through dispatch

obligations, augmentation cycles and software-performance risk.

In 2026, lenders are paying particular attention to reserves for five reasons:

•  DISCOM payment cycles remain uneven across states despite improvement in some utility balance

sheets.

•  C&I offtake structures can be creditworthy, but open-access charges, banking rules, curtailment and

customer concentration still create revenue volatility.

•  Battery energy storage system projects require visible funding plans for augmentation and

warranty-linked performance support.

•  Refinance markets are open, but only for assets that demonstrate disciplined cash management and

covenant compliance.

•  Portfolio lenders increasingly compare projects on post-COD resilience, not just pre-sanction base-case

metrics.

This means sponsors can no longer treat DSRA as a standard six-month box to tick. The exact sizing,

funding source, replenishment rules and permitted forms of security now matter to credit committees.

What lenders typically ask for: DSRA, MRA and other reserves
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For Indian utility-scale solar and wind projects in 2026, the most common DSRA ask remains 3 to 6 months

of scheduled debt service, depending on offtaker profile, resource variability, leverage and lender type. In

practical terms:

•  Utility-scale solar with strong central offtake or top-tier state offtake may see DSRA at 3 months in

competitive situations.

•  State DISCOM exposure, single-buyer concentration or weaker payment history often pushes

requirements toward 6 months.

•  Wind and wind-solar hybrid projects usually face a stronger case for 6 months because of generation

seasonality and P90/P99 sensitivity.

•  C&I open-access portfolios may be structured with 3 to 6 months depending on customer diversification,

termination protections and receivables performance.

•  Standalone or co-located storage can involve bespoke reserve constructs rather than a plain vanilla

DSRA only.

An MRA is also reappearing in negotiations, especially for wind assets and older refinancing cases. Solar

projects historically resisted large maintenance reserves because O&M profiles are relatively predictable. But

lenders have become more open to targeted technical reserves where there is identifiable lifecycle risk.

Common examples include:

•  Inverter replacement reserve for solar projects, especially where warranty scope is limited or

replacement capex timing is uncertain.

•  Major component reserve for wind turbines in projects with merchant exposure, weaker OEM wrap or

ageing fleets.

•  Battery augmentation reserve for storage projects where round-trip efficiency and usable capacity

guarantees need financial support over time.

•  O&M reserve for C&I and distributed portfolios with fragmented collections or less mature SPV

discipline.

Typical approaches now seen in term sheets include:

•  Fully funded DSRA at financial close from sponsor equity.

•  DSRA funded progressively from project cash flows after COD within 6 to 12 months.

•  Bank guarantee or letter-of-credit backed DSRA, usually subject to tenor and issuer acceptability.

•  Hybrid structures with partial upfront funding and back-ended top-up from surplus cash.

The difference between these options is material. A Rs 300 crore project with quarterly debt service of Rs 12

crore may need a DSRA of Rs 12 crore to Rs 24 crore depending on structure. That sum can alter sponsor

IRR, contingency allocation and practical bidding strategy.

How reserve design changes debt sizing and tariffs
Sponsors often focus on headline interest rate, but reserve mechanics can have a similar economic impact. If

lenders require a 6-month funded DSRA, a funded maintenance reserve and tight cash-sweep triggers, the

project may support lower effective leverage than headline debt-to-equity suggests.

Consider a simplified utility-scale solar example in 2026:

•  Project cost: Rs 420 crore for 150 MW AC

•  Debt-equity ratio: 75:25



GROWTHIFYE
THOUGHT LEADERSHIP  ·  BUILD . GROW . SUSTAIN

growthifye.com/insights

2026-08-30

© Growthifye · Vriddhim Business Advisory LLP · info@growthifye.com · +91 84510 99371 Page 3

•  Sanctioned debt: Rs 315 crore

•  Interest rate: 9.10% to 10.25% depending on lender and profile

•  Average annual debt service in early years: about Rs 42 crore to Rs 46 crore

If DSRA is fixed at 6 months of debt service, roughly Rs 21 crore to Rs 23 crore gets trapped. If inverter

replacement reserve requires another Rs 3 crore to Rs 5 crore over initial operating years, and receivables

escrow trapping is tight, free cash distribution to equity is materially delayed. On a bid tariff basis, that can

translate into several paise per kWh in required return expectations depending on CUF, degradation and tax

assumptions.

For C&I solar-plus-storage, reserve accounts can affect landed delivered tariff even more sharply because

customer savings are benchmarked against grid tariff. A structure that works at Rs 5.20 to Rs 5.80/kWh

equivalent may become uncompetitive if excessive reserve trapping forces sponsors to price wider. In

open-access states where industrial tariffs remain around Rs 7 to Rs 10/kWh for many consumer categories,

these projects are still attractive, but term-sheet inefficiency directly hits competitiveness.

This is where Lender-grade financial modelling becomes essential. Reserve accounts should be modelled

dynamically, not as static placeholders. Cash sweeps, replenishment lags, delayed receivables, monsoon

generation patterns, augmentation capex and refinancing assumptions must all be reflected in the base case

and downside cases.

State offtake, C&I risk and reserve calibration
A common mistake is applying one reserve template across all projects. In 2026, lenders that move fastest

are usually those willing to calibrate reserve structures to actual risk.

For central-agency or stronger-payment projects, sponsors should push for:

•  Lower DSRA sizing where payment security mechanisms are robust

•  Post-COD rather than upfront DSRA funding

•  Freedom to use non-cash instruments for part of the reserve

•  Cure periods before cash-trap escalation

For state DISCOM projects with persistent receivable delays, lenders may reasonably insist on more

conservative structures, but sponsors should still negotiate specifics around:

•  Whether delayed subsidy, change-in-law receivables or LC structures reduce reserve needs

•  Whether escrow waterfalls can prioritize debt without permanently trapping all surplus cash

•  Whether DSRA can step down after payment performance improves for 12 to 18 months

For C&I portfolios, the reserve discussion should be tied to customer quality and portfolio diversification. A 60

MW portfolio across 20 investment-grade or large unrated but strong industrial users should not be treated

the same way as a 20 MW portfolio concentrated in three mid-market buyers. Key issues include:

•  Average receivables days and collection security

•  Termination payment mechanics under power purchase arrangements

•  Customer churn or relocation risk

•  Open-access regulatory stability in the operating state

•  Portfolio granularity and replacement-offtaker feasibility
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Well-documented [Sustainability-linked loans](/coreservices/greenfinancing/sustainabilitylinkedloans) can

also support stronger lender engagement where borrowers can demonstrate measurable performance

discipline around emissions, uptime, or energy-delivery metrics, although these structures must remain

commercially grounded rather than cosmetic.

Storage and hybrid projects need new reserve logic
Battery and hybrid projects are where 2026 reserve design is evolving fastest. Traditional DSRA alone does

not address the real lender concern: performance sustainability over time.

For battery energy storage systems, lenders increasingly ask:

•  How will augmentation capex be funded if usable capacity declines faster than base case?

•  Is OEM warranty sufficient, and how creditworthy is the warranty provider?

•  Are dispatch obligations fixed, capacity-based, arbitrage-linked or ancillary-service-linked?

•  What happens if software or EMS performance causes revenue under-delivery?

As a result, some financings are using a battery augmentation reserve that builds over time from operating

cash flow. Others incorporate capex support undertakings from sponsors instead of trapping early cash. The

right answer depends on revenue certainty. A tolling-style or availability-based structure may justify a lighter

reserve than a merchant-heavy arbitrage case.

Wind-solar-storage hybrids also need careful treatment of seasonality. A single six-month DSRA may not

fully reflect quarterly volatility if repayment schedules are poorly aligned with generation cycles. In several

2026 discussions, lenders are more comfortable when repayment sculpting and reserve structures are

designed together rather than separately.

Negotiation points sponsors should address before the term sheet
The best reserve negotiation happens before lenders issue hard documentation comments. Once legal drafts

are advanced, flexibility drops sharply. Sponsors should go into debt processes with a clear reserve-position

paper supported by numbers.

Priority negotiation points include:

•  DSRA quantum: 3 months versus 6 months, and whether based on average, next two quarters or peak

upcoming debt service

•  Funding timeline: at closing, at COD or through post-COD accrual

•  Instrument type: cash only, fixed deposit, bank guarantee or letter of credit

•  Step-down rights: after stable operations, lower leverage, or refinance

•  Permitted withdrawals: whether temporary use is allowed with cure periods

•  Replenishment rules: immediate, 30-day, 60-day or next distribution date

•  Interaction with dividends: whether distributions are blocked automatically or only after trigger breaches

•  Maintenance reserves: asset-specific and data-backed, not generic

•  Cash sweep thresholds: linked to actual DSCR stress, not blunt formulas

Developers should also ensure reserve logic matches insurance, O&M and OEM contracts. There is little

value in overfunding reserves for risks already contractually covered, unless claim timing itself creates

liquidity pressure.
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A practical lender memo should include:

•  Monthly cash-flow sensitivity under delayed receivables

•  P90 generation case and recovery path

•  Component replacement history for comparable fleets

•  Escrow waterfall proposal

•  Distribution test mechanics

•  Refinance pathway after 12 to 24 months of stable operations

This is also where Growthifye’s [Green financing

frameworks](/coreservices/greenfinancing/greenfinancingframeworks) and [Impact quantification &

MRV](/coreservices/greenfinancing/impactquantificationandmrv) capabilities can support stronger lender

dialogue by linking technical performance assumptions to auditable operating outcomes and financing

covenants.

What lenders and policymakers should take away
For lenders, the 2026 lesson is clear: reserves work best when they target measurable risk rather than simply

maximizing cash trapping. Overly rigid DSRA structures can hurt project viability without materially improving

credit if root causes of volatility are elsewhere. Better calibrated reserve frameworks can expand debt

access, especially for C&I portfolios, storage assets and first-time but credible operating sponsors.

For policymakers and sector institutions, the challenge is to support standardization without forcing

one-size-fits-all templates. India’s renewable market now spans central procurement, state utility PPAs,

group captive, third-party open access, RTC hybrids and storage-led models. Reserve-account norms should

reflect this diversity.

The strongest financings in 2026 are generally showing three features:

•  Reserve sizing that is explicitly linked to offtake and technology risk

•  Cash-flow modelling that captures seasonality, receivables delay and lifecycle capex

•  Covenant packages that preserve lender downside protection without choking operating flexibility

In short, reserve accounts are no longer a legal appendix issue. They are a core value driver in Indian

renewable project finance. Developers that prepare early, quantify risk honestly and negotiate reserve terms

with evidence can materially improve bankability, tariff competitiveness and refinancing optionality.

If you are structuring debt for a solar, wind, hybrid, storage or C&I portfolio in India, contact Growthifye’s

advisory desk for transaction support on reserve-account strategy, lender engagement and finance-ready

documentation.

Explore Growthifye's related capabilities
This analysis connects directly to our advisory practice: [Green financing

frameworks](/coreservices/greenfinancing/greenfinancingframeworks) · [Sustainability-linked

loans](/coreservices/greenfinancing/sustainabilitylinkedloans) · [Blended & concessional

finance](/coreservices/greenfinancing/blendedandconcessionalfinance) · [Impact quantification &

MRV](/coreservices/greenfinancing/impactquantificationandmrv).
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