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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

 
Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

 
Protracted economic 
slowdown in 
international and 
domestic markets 
reduces the 
government’s fiscal 
capacity to support 
sector development 
 

 
Medium 

 
The targets of 100 GW of solar capacity and 40 GW of solar 
rooftop capacity are strategic national development 
priorities. RBI has identified renewable energy as a priority 
sector that is to benefit from favorable banking terms. ADB’s 
assessment indicates that government support for 
expansion of solar rooftop capacity is expected to be very 
strong over the program implementation period (2016–
2022). MNRE is currently undertaking extensive solar 
rooftop market development efforts. MNRE has also 
allocated substantial funds to provide supplementary 
financing support (e.g., 30% capital subsidies to institutional 
and residential customers). 
 

Change of 
government and 
solar rooftop policy 
 

Low In light of the current economic and population growth in 
India and its negative impact on environment, renewable 
energy development has become a strategic priority for the 
government. Given India’s long-term renewable energy 
development history and the similar sector development 
experiences in other countries, it is highly unlikely India 
would abandon its renewable energy development agenda. 
  

Untested solar 
rooftop market 
demand 

High The lack of a long track record in the Indian banking sector 
in funding rooftop solar projects could result in uncertain 
market demand for ADB funds, even with the strong 
government support for the initiative. This risk is inherent to 
PNB. The proposed ADB TA will provide extended training 
to MNRE and PNB, and help PNB develop a subproject 
pipeline to absorb the ADB funds. 

   
Slow market 
reaction to 
government market 
development efforts 
and incentives, e.g., 
feed-in-tariff, 
renewable energy 
purchase obligation, 
and/or direct 
subsidies 
 

Medium The government’s commitment to renewable energy 
development is very strong, based on both climate change 
and energy security concerns, and is viewed as a means of 
(i) reducing the rapid increase in fossil fuel imports, and (ii) 
expanding climate change financing. Such a government 
commitment is unlikely to change in response to a change in 
governments. It is expected that any government will do all it 
can to ensure a positive market reaction to the solar rooftop 
capacity expansion.  
 

Technical viability 
 

Medium Risks inherent to development of solar rooftop capacity 
include the technical viability of typical rooftop solar 
installations and operations, based on standalone or 
aggregated business models; and issues with frequent load 
shedding in certain areas, net-metering, and other technical 
constraints with grid connection (in the context of general 
grid power supply shortages and blackouts). Basic technical 
and product quality issues would be handled by the solar 
rooftop system developers. The proposed ADB capacity 
development TA will address some of the risks.  
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Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

   
PNB’s declining 
financial position to 
implement the ADB 
program. 
 

Medium PNB is a diversified commercial bank and does not have a 
concentrated renewable energy portfolio. PNB’s declining 
asset quality coincides with the general banking sector 
decline in asset quality and rise in nonperforming loans in 
2015 and 2016. A number of measures have been 
undertaken by the PNB management to restore profitability. 
Because of its strategic and systemically important position, 
PNB is also expected to receive government support during 
severe economic and external shocks.  

   
Inadequate sector-
level (discoms, SNA, 
CERC, and CEA) 
ownership of and 
commitment to 
reform and 
development. 

Medium This is an inherent market risk and has to be addressed by 
the government. Again, the proposed ADB capacity 
development TA could provide the necessary support to 
supplement the government’s reform efforts.  

   
Continued power 
distribution 
companies’ financial 
position and 
associated offtaker 
risk. 
 

Medium Discoms in India generally have varying degrees of 
profitability. To avoid discoms’ potential payment risks to 
solar rooftop system owners, it is expected that PNB initially 
fund solar rooftop systems on the properties of industrial and 
commercial clients which have strong earnings and healthy 
balance sheets. However, to expand rooftop solar energy 
capacity meaningfully will require that discoms be financially 
sound. The proposed capacity development TA will help 
discoms improve their operational capacity while the tariff 
structure is being reformed.  

   
Overall Medium  

ADB = Asian Development Bank, CEA = Central Electricity Authority, CERC = Central Electricity Regulatory 
Commission, discom = (power) distribution company, GW = gigawatt, MNRE = Ministry of New and Renewable Energy, 
PNB = Punjab National Bank, RBI = Reserve Bank of India, SNA = state nodal agency, TA = technical assistance.  
Source: Asian Development Bank. 


