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LAVA CAST PRIVATE LIMITED 
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Facilities 
Amount 

(Rs. crore) 
Ratings

1
 Remarks 

Long term Bank Facilities 117.05 
CARE BBB- 

(Triple B Minus) 
Assigned 

Total Facilities 117.05   

Rating Rationale 
The rating assigned to the bank facilities of Lava Cast Private Limited (LCPL) takes into account the operational synergies 
derived from the capability, technological expertise and experience of the promoters; achievement of financial closure 
and availability of majority approvals in place for execution of the Greenfield manufacturing unit. The future prospects 
are supported by a gradual improvement in auto industry and concomitant traction expected in its niche product off take 
post commissioning of the manufacturing facility. The aforementioned ratings strengths are, however, partially offset by 
the risks associated with the on-going debt-funded capex, restricted visibility of clientele in the absence of any confirmed 
orders and cyclical nature of auto industry; all of which have a bearing on the prospects and debt servicing indicators of 
LCPL. Going forward, the effective execution and scale-up of the production capacity, containment of financial leverage, 
sustainability of profitability at the envisaged levels and the geographical diversification into foreign markets will be the 
key rating sensitivities. 

Background 
LCPL belongs to ‘Setco Group’ and is engaged in the developing and manufacturing of fully machined ferrous casting 
products for the automotive and other industries. The LCPL foundry will be setup at Kalol (PMS), Gujarat, adjacent to the 
current clutch manufacturing operations of Setco Automotive Ltd [SAL rated CARE BBB/ CARE A3]. LCPL was formed as a 
Joint Venture between SAL and Lingotes Especiales S.A. in the ratio of 80:20 (Equity Capital) and was set up in May, 2011. 
It is a backward integration project of SAL for the manufacturing of Automotive Grade Castings. The foundry will be 
combined with machine shop to enable the production and delivery of fully machined castings. It is planned to set up an 
installed manufacturing capacity of the foundry of about 36,000 Tons per annum out of which 29,000 Tons per annum will 
be achievable at optimum levels. The manufacturing facility is being set up with technology being provided by M/s 
Lingotes Especiales, Spain. The proposed foundry is slated to commence commercial production in May, 2015. The 
estimated cost of the project is Rs.156.73 crore which is being funded by way of debt-equity in the ratio of 2.33:1. The 
financial closure for the facility has been achieved by way of bank borrowings. As on December 31, 2014 equity 
contribution aggregating Rs.33.53 crore had been infused, out of which Rs.9.34 crore was contributed by Lingotes 
Especiales S.A. and the remaining was brought in by SAL. The balance share of SAL, i.e. Rs.13.15 crore will be infused by 
the end of FY15. 
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Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the 

concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed 

by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 

not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 

facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor 

and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans 

brought in by the partners/proprietor in addition to the financial performance and other relevant factors. 
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