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The financial system tends to reward 
the past, not the future. 

Move from ‘rule of thumb’ to a 
data-led, democratic approach of 
understanding investments risks and 
cost of capital: 

● Map risks systematically
● Measure risks meticulously
● Mitigate risks strategically 
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Low-cost financing would be key for scaling-up
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Why finance finds it so hard to navigate into 
developing countries? Greater Risks. 

Risks and cost of capital go hand-in-hand
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Double whammy of high cost of capital

Affordability Low RE buildout 
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Types of risks

● Sector-wide risks, 
● Project-specific risks

The sandbox focuses on 
exclusively modelling 
project-specific risks
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How we want to visualize risks for a particular market? 

Illustration of 
multiple risks, 
how it adds 
to financing 
costs and 
how policy 
can de-risk

Source: IEA Cost of Capital observatory
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A primer on risk-premium: ‘Cut your losses’

● Shortfall (     )in 
profits make up 
the risk for any 
event 

●        =  Profits @ 
P50 (average) - 
P90 
(conservative)

● Method of 
certainty 
equivalent to 
assess risk 
premium
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Risk of commissioning delays  
Major reasons for 
project delays:

● Timely signing of 
power purchase 
agreements

● Land acquisition

● Getting grid 
connectivity
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Risk of solar generation shortfall 
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Technology risk: New variants & domestic manufacturing  
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Risk of excess curtailment
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State of art: A paradigm shift in RE projects in India

Moving from plain vanilla solar and wind tenders to round-the-clock renewable projects:

● Solar + BESS
● Firm and dispatchable RE (FDRE)
● Load following 

Major risk characteristics: 

● Lots of moving parts, still new in terms of industry experience 
● Risk of penalty for not meeting precise annual or monthly targets, e.g., meeting peak power
● High capital costs for the contracted amount 
● Wholesale market exposure (25-45% outside PPA)
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Round the clock projects: Wholesale market exposure
Price cannibalization Market volatility
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Round the 
clock projects:
Risk of penalty 
of not meeting 
the given 
generation 
targets
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Counterparty risk: Not getting paid (on time) by 
distribution utilities
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Risk of not generating as per schedule and facing a 
penalty (Deviation Settlement Charges)
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How do the risk premiums add up for Indian RE markets

● FDRE projects and 
commissioning delay can 
contribute more than 
1/3rd to the total risk 
premium

● Land and grid 
connectivity related 
delays are expected to 
persist

● PPA delays have mainly 
resulted from 
bureaucratic hurdles 
arising out of ‘lengthy 
processes’ in place
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How do we de-risk projects ? Innovation in technology, 
policies and contracts

Solar park policy: 
Plug-and-play 
model

Green energy corridors: 
Dedicated grid buildout 
from RE rich regions to 
demand centres

Advanced O&M

Weather insurance




