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Facilities/Instruments Amount (X crore) Rating! Rating Action

Long Term Bank Facilities 165.00 CARE BB; Stable Upgraded from CARE BB-; Stable

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The upgrade in rating assigned to the bank facility of Karlan Constructions LLP (KCL) reflects the steady execution of projects
without additional debt, supported by improved sales and collection momentum during FY25 (Audited; FY refers to April 01 to
March 31) and 9MFY26(UA). Despite, improvement, the rating remains constrained by moderate construction progress,
continued—though reduced—reliance on customer advances, inherent cyclicality of the real estate sector, and stretched liquidity
given the need to sustain projected sales velocity for timely term-loan repayment.

Nevertheless, the rating continues to draw strength from the promoter group’s experience, the project’s favourable location,
moderate debt dependence for completion, availability of all major approvals, and a stable industry outlook.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e  Sustained inflow of customer advances and progress of construction ahead of schedule.
e Achievement of better than estimated sales on a sustainable basis.

Negative factors

e Delay in timely sourcing of funds and completion of projects as planned
e  Cost overruns or unforeseen delays in the completion of the project
e Lower sales velocity than expected

Analytical approach: Standalone

Outlook: Stable
Stable outlook indicates that the entity will continue to benefit from strong support from established promoters and stable industry

outlook in Andhra Pradesh which will help the company to achieve the expected sales.

Detailed description of key rating drivers:

Key weaknesses

High reliance on customer advances

About Rs. 200.85 crore (38%) of the ongoing project is being funded by customer advance. The promoters have brought about
Rs. 41.60crore to support ongoing project, further about Rs. 90crore will be brought into the business in subsequent years, this
shows that promoters will bring in fund whenever it is required and the thrust on customer advances will be reduced.

Exposure to inherent cyclicality in real-estate industry
KCL's business is significantly dependent on the performance of the real-estate market. Being a cyclical industry, real estate
depends on macro-economic factors and the entity’s dependence on a particular geography further heightens such risk.

Key strengths

Experienced promoter group

The company is promoted by three partners Mr. Mallikarjuna Rao Kankatala (Chairman Kankatala Group), Mr. Venkata Ramana
Mavuri (Chairman Mavuri constructions and CMR shopping malls, Mr. Umesh Kunapareddy (Chairman - LANSUM Properties) has
over 30 years of experience in construction sector along with other realms. Lansum group has the expertise in real estate
development business. All the parties involved in LLP have cemented their names in various sectors and now came together to
form an LLP.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Gradual progress in projects and sales momentum during FY25 and 9MFY26

The construction of all projects has started and Karlan Square which was expected to be completed by FY27 is almost completed
by 9MFY26, the project has received OC as in November 2025. Further, as on December 31, 2025, 56% on cumulative of the
total construction has been completed. All projects are expected to be completed on time. Hence, timely completion of
construction within the envisaged time and cost is critical from credit perspective.

Moderate dependency on debt for completion of the project

About 27% of the total construction cost has been funded through debt. The total project cost is Rs. 523.42 crore. The company
has planned to raise Rs. 141crore through term loan. Repayment of term loan depends on the expected sales velocity. Hence,
achievement of expected sales is critical from credit perspective.

Favourable location of the project

The projects are spread across various developing regions in Visakhapatnam, Andhra Pradesh which is a residential locality with
reasonable population density. It is well connected with roads and within the vicinity of, railway (5kms), bus station (0.5 kms)
and Port (14 kms).

Liquidity: Adequate

Adequate Liquidity position marked by improved sales momentum resulting into better sales collections. The company has sold
Rs. 301.23 crores worth of inventory in the last 3 years, on an average of Rs.8.36crore per month. The firm still has Rs.42crores
of receivables from the sold inventory and is relying on customer advances for balance construction cost and future debt
repayments. However, the promoters have been infusing funds as and when required. Therefore, sales and collection efficiency
of unsold inventory is critical in terms of credit perspective.

Assumptions/Covenants: Not applicable
Environment, social, and governance (ESG) risks: Not applicable

Applicable criteria

Definition of Default

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch

Financial Ratios — Non financial Sector

Rating methodology for Real estate sector

About the company and industry

Industry classification

Macroeconomic indicator | Sector Industry Basic industry
Consumer Discretionary Realty Realty Residential, Commercial Projects

Karlan Constructions LLP (KCL) was incorporated on February 08,2019 with registered office in Visakhapatnam, Andhra Pradesh.
The company is promoted by partners Mr. Mallikarjuna Rao Kankatala (Chairman Kankatala Group), Mr. Venkata Ramana Mavuri
(Chairman, Mavuri Constructions and CMR shopping malls, Mr. Umesh Kunapareddy (Chairman, LANSUM Properties) has over 30
years of experience in construction sector along with other realms.

The three established players in different sectors amalgamating their expertise and are now venturing into real estate sector
under Karlan which is developing residential projects in various locations in Visakhapatnam, Andhra Pradesh with saleable area
of 11.62 lakh square feet (Isft). As on December 31,2024, KCL has incurred cost about 38% of total project cost through the
promoter’s and term loan from bank. RERA registered number Karlan Square - P03290822052, CMR One- P03290012978, CMR
Karlan Grand- P03290173033, Karlan Residency- P03290193372.

Brief Financials (X crore) March 31, 2024 (A) March 31, 2025 (A)
Total operating income 22.31 84.03
PBILDT* 1.67 6.54

Profit after tax (PAT) 1.24 4.23

Overall gearing (x) 2.14 1.39

Interest coverage (x) 2,856.53 512.27
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A: Audited UA: Unaudited; Note: these are latest available financial results
*PBILDT: Profit before interest, lease rentals, depreciation and tax

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities
Coupon Maturity Size of Rating
Name of the Instrument ISIN (DD-MM-YYYY) Rate Date the Issue Assigned and
(C)) DD-MM-YYYY (X crore) Rating Outlook
Fund-based - LT-Term Loan - - Dec 2029 165.00 CARE BB; Stable

Date of Issuance

Annexure-2: Rating history for last three years

Current Ratings Rating History
Date(s) Date(s) Date(s)
Name of the
Sr. Inst t/Bank P— and Date(s) and and and
ns_r_u_m ent/Ban . . Rating(s) | Rating(s) Rating(s) Rating(s)
Facilities Outstanding Rating ) B } ) )
(X crore) assigned | assigned in assigned assigned
in 2025- | 2024-2025 in 2023- in 2022-
2026 2024 2023
1)CARE 1)CARE B+; 1)CARE
CARE BB-; Stable; ISSUER | BB-;
1 Eg;‘:'base‘j SLT-Term g 165.00 | BB; Stable NOT Stable -
Stable | (09-Apr- | COOPERATING* | (12-Dec-
25) (10-Jan-25) 23)

*Issuer did not cooperate; based on best available information.
LT: Long term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. \ Name of the Instrument Complexity Level
1 Fund-based - LT-Term Loan Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings are opinions on the likelihood of timely
payment of the obligations under the rated instrument and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy,
sell, or hold any security. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2026, CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive
copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is
prohibited except with prior express written consent from CARE Ratings Limited.

For detailed Rating Report and subscription information, please visit www.careratings.com
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