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India RE Financial Closures 2026: Lender Due
Diligence, Bankability and Closing Risks

By Sudarshan Karweer - 25 August 2026 - growthifye.com

A 2026 practitioner guide to faster financial closure for India renewable projects: due diligence, lender
asks, bankability and risk fixes.

India’s renewable-energy pipeline in 2026 is not constrained only by tariffs or equipment prices; it is
increasingly constrained by financial-closure readiness. Across utility-scale solar, wind, hybrid, RTC, FDRE,
C&l open access and storage-linked projects, lenders are screening harder, moving slower on weak files,
and pricing execution risk more sharply. For developers, IPPs, C&l sponsors and even utilities, the practical
question is no longer whether debt is available. It is whether the project is bankable enough to close on time,
on acceptable terms and without avoidable equity dilution.

This article focuses on a topic distinct from tariff strategy, refinancing, term sheets or equity fundraising: how
to get Indian renewable projects from sanction discussion to actual financial closure in 2026. The gap
between indicative lender interest and disbursement-ready closure is where many projects lose months,
returns and credibility. In India’s current market, those delays can mean missed commissioning deadlines,
liquidated damages, GST and customs timing mismatches, IDC leakage, and weaker DSCR after COD.

For sponsors working with IREDA, PFC, REC, public-sector banks, private banks, NBFCs and
insurance-backed lenders, the biggest advantage in 2026 is not just finding a lender. It is presenting a
diligence-ready package that addresses the credit committee’s real concerns upfront.

Why financial closure is the real bottleneck in 2026

India’s renewable pipeline remains strong, but the underwriting environment is more granular than it was two
or three years ago. Lenders are differentiating by offtake quality, curtailment exposure, state policy stability,
evacuation readiness, ALMM and module traceability where applicable, storage augmentation assumptions,
change-in-law treatment, and sponsor execution record.

In practical terms, several market conditions are shaping closures in 2026:

« Utility-scale solar tariffs in many competitive bids remain in a tight band, often around Rs 2.45-3.10 per
kWh depending on profile, location, ISTS benefit assumptions and storage obligations.

» Wind and hybrid structures often require deeper resource assessment and more conservative P90
scenarios due to variability and grid-integration risk.
» C&I open-access projects still attract strong lender interest, but underwriting is highly sensitive to

counterparty concentration, state banking rules, open-access charges and termination provisions in the
PPA.

 Storage-linked projects face additional diligence on augmentation reserve, warranty coverage, cycling
assumptions and replacement capex over project life.

» Transmission readiness has become a first-order bankability issue, especially where grid availability

dates and commissioning deadlines are tightly coupled.

Lenders are therefore less willing to “work through” incomplete files after sanction-in-principle. They expect
technical, legal, insurance, tax and market diligence to converge into a coherent risk narrative before they
commit.
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What lenders in India are checking before they issue a serious sanction
A financing process fails most often not because a project is bad, but because its risks are poorly
documented or inconsistently allocated. In 2026, lenders typically focus on six bankability pillars.

1. Offtake quality and payment security
The lender wants confidence that revenue will arrive on time and survive stress.

For utility-scale projects, common checks include:

* PPA counterparty rating and payment record

» Presence and usability of LC, payment security mechanism or escrow
 Curtailment compensation language

» Change-in-law protection

» Force majeure and termination compensation

» Deemed generation language, if any

» Timelines for billing, dispute resolution and surcharge

For C&l and open-access assets, diligence goes deeper into customer-level economics:

 Credit strength of the corporate buyer

e Tenor alignment between debt and PPA/OA contract life

 Early termination rights and compensation formula

» Pass-through treatment of open-access charges and duties

e Consumption profile versus generation profile

» Customer concentration, especially where one buyer contributes more than 35-40% of project revenue

If a C&I project has a portfolio of sub-investment-grade offtakers, lenders may seek higher DSCR, stronger
DSRA, tighter cash traps or lower leverage.

2. Land, permits and title chain
Land remains one of the biggest causes of delayed closure. Even where commercial terms are attractive,
lenders will not move efficiently if title, conversion, access or lease enforceability is unclear.

Key lender checks include:

» Complete title search and legal opinion

» Mutation and revenue records consistency

» Non-agricultural conversion status where needed

* Right of way and physical access roads

» Lease tenure matching financing tenor with mortgageability clarity
 Forest, environmental or local authority constraints

» Litigation or encumbrance search

A technically strong project can still lose 60-90 days at closure if land diligence is started late or spread
across multiple SPVs without standardized documentation.

3. Evacuation and interconnection readiness
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Many projects look financially robust until transmission assumptions are challenged. In 2026, lenders are
asking for harder evidence on evacuation rather than relying on broad sponsor representations.

They typically require:
 Grid connectivity approval and bay allocation status
 Status of substation readiness and upstream transmission works
» Responsibility matrix for line construction and delays
e Metering and scheduling arrangements
e ISTS or state transmission applicability and timeline
» Back-feed and synchronization requirements

If transmission completion depends on a third party and the COD long-stop date is tight, lenders may either
defer closure, create drawdown conditions precedent, or build in higher contingency and IDC assumptions.

4. Generation study and technology risk
Independent engineer review is more influential in 2026 than many sponsors expect. Resource assumptions
that are even slightly aggressive can materially alter lender appetite.

Lenders usually examine:

» Solar irradiation or wind resource dataset quality

» P50, P75 and P90 generation outputs

» DC/AC ratio and clipping assumptions

* Module degradation, inverter availability and tracker assumptions

» For wind, wake-loss assumptions, micrositing and availability guarantees

 For hybrid projects, complementarity assumptions across seasons and time blocks

 For storage, usable capacity assumptions, round-trip efficiency and augmentation schedule

On tight-tariff projects, a 2-3% haircut in annual generation can move minimum DSCR below lender
threshold. Many debt cases that appear feasible at teaser stage become difficult after independent engineer
adjustments.

5. EPC, O&M and performance security
Lenders now spend more time on contractor resilience and interface risk. A low EPC price is not
automatically a positive if it introduces completion uncertainty.

Core questions include:

* Is the EPC contractor experienced in the specific technology and terrain?
* Are liguidated damages adequate and realistically recoverable?

¢ Is there a single-point EPC wrap or multiple interface contracts?

What are the performance ratio, availability and schedule guarantees?
» Are module, inverter, turbine or battery warranties assignable to lenders?
» Does O&M scope align with generation assumptions used in the financial model?

For battery-linked projects, lenders are increasingly focused on OEM bankability, cell chemistry track record
in Indian operating conditions, warranty backstops and end-of-life residual assumptions.
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6. Financial model integrity and covenant headroom
In 2026, credit teams are less tolerant of sponsor models that optimize valuation but fail basic auditability.
The model must reconcile to contracts, tax assumptions and drawdown schedules.

Common lender tests include:

* Minimum DSCR and average DSCR under base and downside cases
* PLF or CUF sensitivity

« Tariff delay and payment-delay sensitivity

* Interest-rate sensitivity where debt is floating

» Construction delay impact on IDC and COD damages

* Major maintenance and inverter replacement assumptions

» GST, depreciation, MAT and tax holiday treatment where relevant

» Working-capital assumptions for receivables and invoicing cycle

As a market reference, many lenders remain comfortable where base-case minimum DSCR is around
1.20x-1.25x or higher for stable utility projects, though required headroom can be higher for C&l,
merchant-tail exposure, weaker DISCOMSs or storage-heavy projects. Average DSCR expectations often sit
closer to 1.30x-1.40x depending on risk. Projects aiming for very high leverage with thin DSCR cushions are
facing tougher committee outcomes.

The documents and data room needed for faster closure

A weak data room slows everything: legal diligence, technical review, insurance analysis and term-sheet
negotiation. Sponsors that prepare a lender-grade virtual data room before formal debt outreach close faster
and negotiate from a stronger position.

A practical 2026 closure data room should include at minimum:

» Corporate documents of sponsor and SPV

» Shareholding chart and beneficial ownership details

» Audited financials and latest management accounts

» Net-worth proof and funding plan for equity infusion

* PPA, LOA, bid documents and amendments

» Land records, leases, title reports and site maps

» Connectivity approvals and transmission correspondence
* EPC, supply, O&M and warranty contracts

» Resource studies and independent engineer inputs
 Detailed project cost sheet with contingencies
 Financial model with assumptions book and version control
 Statutory approvals, consents and permit tracker

¢ Insurance strategy note

« Litigation and claims disclosure

» KYC, compliance and ESG-related declarations as requested by lenders
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Where this package is complete at first pass, sanctions can move materially faster. Where it is built
reactively, every lender question generates a new cycle.

Typical reasons Indian RE closures get delayed or repriced
Across the market, the same problems appear repeatedly. Most are avoidable.

Incomplete precedent conditions

Sanction letters often look positive, but the real challenge lies in satisfying conditions precedent before first
disbursement. Missing approval copies, unsigned contracts, unperfected security or delayed equity infusion
can stall drawdown for weeks.

Mismatch between bid assumptions and finance assumptions
A project may be bid on one set of module pricing, transmission timing or GST assumptions and financed on
another. If the economics no longer support lender ratios, debt terms are repriced or leverage is cut.

Weak risk allocation in project documents
Where delay, performance or curtailment risks are not contractually allocated, lenders assume they sit with
the SPV. That usually means lower debt sizing.

Sponsor cash-flow strain across multiple under-construction assets

Lenders increasingly underwrite not only project viability but sponsor bandwidth. If equity commitments are
spread across several simultaneous projects, committees may ask for tighter equity-funding milestones or
sponsor support undertakings.

State-level policy and OA charge uncertainty

For C&l and group captive projects, uncertainty around banking, wheeling, CSS, AS, standby and other
state-level charges can materially alter cash flows. Lenders often apply conservative assumptions unless
legal clarity is strong.

How sponsors can improve bankability before lender outreach
The most effective debt strategy in 2026 starts months before approaching lenders. Financial closure is
easier when the sponsor treats the project like a credit product, not just a development opportunity.

Here are practical steps that improve outcomes:

 Lock core project documents early, especially PPA, land and connectivity.
* Run an independent technical review before circulating the model to lenders.

» Stress-test DSCR against 2-5% lower generation, 3-6 month payment delays and 50-100 bps interest
shifts.

* Build realistic contingency, IDC and pre-operative cost lines instead of minimizing them for headline
IRR.

» Align EPC milestones to drawdown schedules and long-lead equipment payment terms.
» Resolve title gaps, access issues and local permitting dependencies before term-sheet negotiation.
* Prepare a lender Q&A memo on state policy risks for open-access projects.

» Sequence equity commitments clearly, including promoter infusion timing and any subordinate support.
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An important but underused step is lender mapping. Not every lender is right for every asset class. Some
institutions are stronger on utility-scale plain-vanilla solar, others on hybrid, some on C&l portfolios, and
some on storage-linked or first-loss-supported blended structures. Matching the project’s risk profile to the
right capital provider can save months.

What a realistic 2026 closure timeline looks like
Sponsors often underestimate the time required from first lender engagement to disbursement. While timing
depends on asset class and document readiness, a realistic range for many Indian renewable projects in
2026 is:

o 2-4 weeks for lender screening, NDA, initial model review and information requests

» 3-6 weeks for indicative terms, internal screening and appointment of diligence advisors

» 4-8 weeks for legal, technical and insurance due diligence plus management responses

e 2-4 weeks for credit approval and sanction issuance

» 3-6 weeks for documentation, security creation and conditions precedent compliance
That can mean 12-24 weeks in practice, and longer if land, connectivity or offtake issues are unresolved. For

portfolio transactions or multi-state C&l platforms, documentation complexity can push timelines further.

The key lesson is simple: commissioning schedules should not assume debt will close just because the
project has won capacity or signed a PPA. Closure is a separate workstream requiring dedicated transaction
management.

Why expert transaction management matters now

In 2026, successful closures depend less on generic financing knowledge and more on disciplined execution
across lenders, consultants, legal counsel, technical advisors, insurers, OEMs and sponsor teams. The
transaction manager’s job is to identify what the credit committee will object to before the file reaches the
committee.

For developers and C&I sponsors, that means:

 framing the project’s risk story correctly,
« selecting lenders aligned to asset risk,
» ensuring the model matches contracts and approvals,
* negotiating practical CPs and covenant packages,
» and keeping documentation on the critical path to disbursement.
This is especially important where projects involve hybrids, storage, open-access portfolios, weak-state

offtake exposure, multi-SPV structures or aggressive COD deadlines.

India’s renewable market in 2026 still offers abundant debt appetite for well-structured projects. But capital is
discriminating. The winners will be sponsors who prepare for financial closure with the same rigor they apply
to bidding, engineering and procurement.

If you are preparing a renewable, storage or C&I project for debt raise, contact Growthifye’s advisory desk for
support on bankability review, lender readiness, diligence coordination, debt syndication and
financial-closure execution.
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