
GROWTHIFYE
THOUGHT LEADERSHIP  ·  BUILD . GROW . SUSTAIN

growthifye.com/insights

2026-08-30

© Growthifye · Vriddhim Business Advisory LLP · info@growthifye.com · +91 84510 99371 Page 1

India RE DSRA, Cash Sweep and Reserve
Accounts in 2026 Project Finance
By Sudarshan Karweer · 30 August 2026 · growthifye.com

How DSRA, MMRA, cash sweep and reserve-account design shape debt sizing, pricing and bankability
for India renewable projects in 2026.

India’s renewable-energy debt market in 2026 is no longer just about coupon, tenor and lender name. For

utility-scale solar, wind, hybrid and storage-linked projects, reserve-account architecture is increasingly

deciding whether a transaction gets closed on time, how much leverage a lender is willing to offer, and

whether refinancing remains feasible after COD. Debt service reserve account (DSRA), major maintenance

reserve account (MMRA), inverter and battery augmentation reserves, escrow waterfalls and cash-sweep

triggers are now core credit variables, especially as lenders assess merchant exposure, curtailment risk,

payment delays and technology replacement obligations.

For Indian C&I energy consumers, developers, lenders, utilities and policymakers, this is not a back-office

topic. Reserve-account design affects tariff competitiveness, sponsor equity lock-up, dividend timing and

lender comfort. In several 2026 transactions, two projects with similar CUF, offtake profile and EPC quality

are seeing different debt outcomes because one has a disciplined cash waterfall and funded reserves, while

the other relies too heavily on sponsor support letters and optimistic collections assumptions.

This article explains how reserve accounts and cash-sweep mechanics are being structured in India in 2026,

where lenders are tightening, what numbers are common in live transactions, and how sponsors can avoid

over-engineering protections that destroy equity IRR.

Why reserve-account design matters more in 2026
Indian renewable projects are entering a more discriminating debt environment. Liquidity is available, but

lenders are differentiating more sharply between plain-vanilla central-agency solar, state discom exposure,

C&I open-access portfolios, RTC/hybrid structures and storage-heavy assets.

A few 2026 realities are driving this:

•  Payment cycles remain uneven across state counterparties, even where project fundamentals are

strong.

•  Curtailment and scheduling risks still affect actual monthly cash generation, particularly for wind and

hybrid portfolios.

•  Battery projects require clear augmentation and replacement planning rather than generic O&M

assumptions.

•  Open-access and C&I assets may show strong tariffs, often in the Rs 4.25-6.50/kWh effective savings

range depending on state, but receivable behaviour and regulatory variability can make lenders insist on

stronger liquidity buffers.

•  Refinance lenders are reviewing historic waterfall discipline, not only PLF and DSCR averages.

In this context, reserve accounts are functioning as a practical bridge between uncertainty and bankability. A

well-structured reserve package can support tighter spreads, better sculpting and reduced negotiation friction

with IREDA, PFC, REC, NBFC infrastructure lenders and commercial banks participating in club or bilateral

facilities.
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DSRA: what lenders are asking for in India RE transactions
The DSRA remains the most common and consequential reserve account. In Indian renewable project

finance in 2026, the standard expectation is still liquidity coverage for scheduled debt service, but the exact

formulation varies more than many sponsors initially assume.

Typical lender approaches include:

•  3 months of scheduled principal plus interest for stronger utility-scale solar projects with central or

high-credit offtake

•  6 months of debt service for state-discom exposure, C&I portfolios, wind assets or projects with

merchant tail sensitivity

•  A combination structure, such as 3 months at initial drawdown stepping up to 6 months before first

principal servicing date

•  Funded DSRA at COD, or phased build-up through project cash flows over 6-12 months post-COD

•  DSRA coverage tested on the next two quarters rather than a simple fixed rupee amount

For a 100 MW solar project with total term debt of Rs 320-360 crore, annual interest cost in the 9.00-10.25%

range and back-ended amortisation, a 6-month DSRA can easily translate into Rs 18-28 crore of trapped

liquidity depending on amortisation profile. That is not immaterial. It affects sponsor equity timing, drawdown

sequencing and return metrics.

The key negotiation issue is not whether a DSRA exists, but how it is funded and released. Developers often

focus only on reducing the amount. In practice, there are four more meaningful levers:

•  Whether DSRA is funded upfront from equity, from debt, or through post-COD cash trapping

•  Whether non-cash forms such as bank guarantees are accepted, and on what haircuts or issuance-cost

assumptions

•  Whether DSRA can be right-sized downward after a stable operating period, for example after 8

consecutive quarters meeting DSCR and receivable thresholds

•  Whether cure rights allow replenishment within a defined period before a lender event of default is

triggered

In 2026, many lenders prefer cash-funded DSRA for projects with state-payment risk or merchant-linked

components. For top-tier counterparties and central-agency PPAs, bank guarantee-backed DSRA still

appears in negotiations, but acceptance depends on guarantor quality, facility documentation and overall

leverage.

Beyond DSRA: MMRA, inverter reserve and battery augmentation accounts
Reserve architecture is broadening because generation assets now carry more technology-specific

obligations. Solar-only projects may still avoid a formal MMRA in some cases, but hybrid, wind and

BESS-linked structures increasingly require ring-fenced provisions.

Common reserve accounts seen in Indian RE debt structures in 2026 include:

•  Major Maintenance Reserve Account for wind projects, often funded per turbine/O&M schedule

•  Inverter replacement reserve for utility-scale solar, especially where warranty tails do not fully match

debt tenor

•  Battery augmentation reserve for BESS or solar-plus-storage projects to maintain contracted

performance levels
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•  Grid-connection or transmission reserve in isolated cases where evacuation reliability creates recurring

capex exposure

•  Statutory dues and insurance reserve in tighter escrow structures

For standalone storage and hybrid projects, augmentation planning is particularly important. Lenders no

longer accept vague statements that future capex will be met through operating surplus. They want a

modelled reserve logic linked to degradation curves, availability guarantees and revenue commitments under

the PPA or dispatch framework.

For example, in a 2-hour BESS project, lenders may underwrite a specific augmentation schedule around

years 5-7 depending on chemistry, cycling assumptions and contract obligations. If the base-case model

assumes 1.5-2.5% annual degradation without adequate reserve build-up, leverage can be cut materially.

Conversely, a clearly documented augmentation reserve can improve debt confidence even if it modestly

reduces early-year cash distributions.

This is where [Lender-grade financial modelling](/coreservices/greenfinancing/lendergradefinancialmodelling)

becomes essential. Reserve-account funding cannot be an afterthought in an Excel annex; it needs to be

integrated into monthly waterfall logic, covenant testing, sensitivity analysis and refinance scenarios.

Cash waterfall discipline and cash-sweep triggers
A reserve account is only as good as the cash waterfall protecting it. In 2026, lenders are paying close

attention to collection-account mechanics, payment priorities and lock-up triggers. This is especially true for

C&I open-access portfolios and mixed portfolios where receivables may arrive from multiple counterparties.

A typical project escrow waterfall now follows this order:

•  Statutory payments and taxes

•  O&M and essential operating costs

•  Insurance premiums

•  Debt service for the period

•  DSRA replenishment

•  MMRA or other technical reserve replenishment

•  permitted working-capital adjustments

•  cash sweep, if applicable

•  distributions to sponsor

The sequencing matters. Some sponsors try to push reserve replenishment below distribution thresholds or

seek wider permitted-payment baskets. Lenders are increasingly resistant unless the offtake and collections

profile is exceptionally strong.

Cash sweep provisions are also becoming more nuanced. They are no longer just a default remedy. They

are being used as contingent deleveraging tools under defined operating or credit conditions.

Common sweep triggers in 2026 include:

•  Historic or forward DSCR below 1.15x to 1.20x for solar and 1.20x to 1.25x for wind/hybrid transactions

•  Receivables outstanding beyond an agreed day threshold, often 90-120 days depending on

counterparty

•  Failure to maintain minimum reserve balances
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•  Curtailment or availability levels breaching agreed thresholds for a sustained period

•  Merchant-revenue share exceeding base-case assumptions

Sweep percentages vary widely:

•  25-50% of surplus cash for stronger credits with mild underperformance

•  50-75% for projects facing collection stress or covenant pressure

•  100% sweep during a lock-up period until reserve restoration or ratio cure

The practical challenge is to avoid over-tightening the structure. If every minor variance causes a full cash

trap, sponsors lose flexibility and equity appetite weakens. The best structures define targeted triggers, cure

periods and automatic release mechanisms once metrics recover.

How reserve structures differ by asset class and offtake profile
Not all renewable assets in India should carry the same liquidity package. One of the biggest mistakes in

debt syndication is forcing a uniform covenant template across fundamentally different projects.

Utility-scale central-agency solar:

•  Usually the lightest reserve package

•  DSRA may be 3-6 months depending on leverage and tenor

•  MMRA may be limited or absent

•  Sweep triggers often linked mainly to DSCR and reserve restoration

State-discom solar or wind:

•  Stronger focus on receivable stress and payment-delay buffers

•  6-month DSRA more common

•  Collection waterfall and lockbox control heavily negotiated

•  Distribution lock-up can be more conservative

C&I open-access solar and storage:

•  Receivable diversification can help, but lenders scrutinise customer concentration

•  Security package often includes stronger escrow controls over multiple SPVs or portfolio entities

•  DSRA may sit alongside debtor-day triggers and portfolio-level cash sweep

•  Change-in-law and open-access charge sensitivities are underwritten more tightly

Wind and hybrids:

•  Greater volatility in monthly generation often justifies more robust liquidity reserves

•  MMRA is more common

•  Quarterly testing can be supplemented by rolling 12-month metrics

•  Curtailment and seasonal mismatch affect sculpting assumptions

Storage and RTC-linked structures:

•  Technical reserves are crucial, especially augmentation funding

•  Availability and round-trip efficiency assumptions are under the microscope

•  Lenders may require tighter reporting and reserve build-up during initial operating years
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These differences matter because reserve overdesign can inflate required equity by several percentage

points of project cost. On a Rs 500 crore project, even an additional 2% trapped as reserve means Rs 10

crore of capital that could otherwise support pipeline growth.

What developers should negotiate before term sheet signing
Many reserve-account disputes become expensive because they are discovered too late, after lender credit

approval or during documentation. By that stage, negotiation leverage is lower and closing timelines suffer.

Before signing a term sheet, sponsors should seek clarity on:

•  Exact DSRA definition: principal plus interest, or interest only during a period

•  Funding timing: initial drawdown, pre-COD, COD, or post-COD build-up

•  Form of funding: cash, fixed deposit, bank guarantee, letter of comfort, or combinations

•  Release mechanics after stabilisation or partial prepayment

•  Interaction between DSRA and insurance proceeds

•  MMRA sizing methodology and trigger dates

•  Augmentation reserve assumptions for storage assets

•  Cash-sweep thresholds, percentages and release conditions

•  Distribution tests and lock-up definitions

•  Rights to net off reserve requirements against excess retained cash, if any

This is also where [Green financing frameworks](/coreservices/greenfinancing/greenfinancingframeworks)

and [Impact quantification & MRV](/coreservices/greenfinancing/impactquantificationandmrv) can support

lender conversations indirectly. While reserve sizing is a credit issue, stronger governance, transparent

reporting and robust operational data can help demonstrate risk control and support more rational covenant

outcomes, particularly where concessional or blended pools are being explored alongside senior debt.

A practical 2026 structuring approach
For most Indian renewable projects, the aim should be resilience without unnecessary cash trapping. A

practical approach in 2026 is:

•  Match reserve accounts to actual project risk rather than using generic templates

•  Push for phased reserve build-up where early operations are expected to stabilise quickly

•  Use monthly waterfall modelling, not annual approximations

•  Align technical reserve assumptions with OEM warranties, degradation and replacement schedules

•  Build cure rights and automatic release rules into documentation

•  Test refinance impact upfront, because reserve rigidity can hurt future takeout debt

In competitive financings, the headline spread difference between two lenders may be only 25-50 basis

points. But if one structure requires a 6-month cash DSRA, aggressive cash sweep and fully funded technical

reserves from day one, the effective equity cost may be far higher than the quoted margin suggests. Serious

sponsors now compare all-in capital efficiency, not just coupon.

For lenders and policymakers, the lesson is equally clear. Standardisation helps, but overly conservative

reserve templates can constrain debt access and raise delivered renewable tariffs. Bankability improves

when reserve structures are evidence-based, asset-specific and linked to actual operational risk.
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In 2026, strong renewable financings in India are being won not merely through lower rates, but through

smarter structuring of liquidity support, reserve accounts and waterfall mechanics. Sponsors that understand

this are closing faster, preserving equity flexibility and building assets that are easier to refinance.

If you are structuring debt for solar, wind, hybrid, storage or C&I portfolios, contact Growthifye’s advisory

desk for project-finance support, lender strategy, reserve-account optimisation and bankability review.

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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