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Abstract: As we are transitioning towards low carbon economy, renewables have become a
compelling investment for foraying ahead in global energy sector arena. Upfront higher costs are an
impending challenge for the global renewable market. Ways and means to channelize and inflow of
capital into renewables is of utmost priority. Innovation, co-creation and bonds are some approaches
towards creating an equally accessible and allocable renewable energy portfolio with reduced credits
risks. Credit risks and policy risks are the two major constraints that are undermining the
mobilization of finance in renewable energy projects. Hedging solutions per se and reducing barriers
better facilitate and manage shall need varied tools, instruments, mechanisms and rating models.
This paper aims to put forth the valid policies, practices, frameworks and tools in the best possible
way to bring in positive deliverables and justify the title of paper renewable energy financing –
improving the access and allocation of green energy projects and credit risk management with better
solutions for ease of implementation for future trajectories. As per OECD, IRENA varied policies and
tools that reduce barriers and mitigate risks include: I. Enabling Policies and Tools: 1. Financial
policies and regulations 2. Project Preparation Facilities 3. Project facilitation tools 4. On-lending
facilities 5. Hybrid structures II. Financial Risk Mitigation Instruments: 1. Guarantees 2. Currency
hedging instruments 3. Liquidity facilities 4. Resource risk mitigation tools 5. III, Structured Finance
Mechanisms and Tools: 1. Standardization 2. Aggregation 3. Securitization 3. Green bonds 4. Yieldcos.
Developing countries are aggressively investing in renewable energy capacity, which reflects the
priorities of government policies, as distributed renewable energy projects are crucial for expanding
access to electricity in poor regions (OECD, 2020) there is a increase in market competition. In lieu of
it is essential to price deals for risk correctly, and this calls for granular and robust assessment of the
two main risk factors: first the likelihood that a project will default on its obligations – probability of
default (PD). And secondly, what losses will the lender incur if the project does default – loss given
default (LGD). Tools and methodologies already exist for lenders to conduct a rigorous internal
assessment of a project finance deal. A robust project finance credit risk tool rests on the following
pillars: 1. Default and recovery data – either internal or provided by external ratings agencies – that
can be used to calibrate PD and LGD models empirically.2. Comprehensive experience of the industry
leaders, for example from relevant professional associations and internal teams in assessing project
finance projects to developing and using the appropriate credit risk frameworks 3. Predictive
analytical models that are tested for predictability against project finance data and/or external
ratings of the various asset classes. 4. Precise capital and pricing requirements giving you the ability
both to meet the applicable regulatory requirements (e.g. Basel internal ratings based calculations,
IRB) and to optimize capital, increase profitability, and generate more project finance business.
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