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\/Ision Statement

To become a leading and world class provider of IT solutions and services in each market of aperations, by
leveraging our global positioning and creating strong potential, resulting in exceptional value for shareholders
and great environment for our employees.

Vision Phrase Explanation

A'leading and world class provider We will continue to invest in highest quality certifications,
processes, infrastructure and product development.

In each market We will focus individually on each market, while growing globally.

By leveraging our global positioning We will fully use our global solutions, customer base, presence
and knowledge.

Creating strong growth potential We will investin capacity, R&D and emerging technology markets.

Exceptional value for shareholders We will provide above average and superior returns to our

shareholders.

Great environment faor our employees A caring environment that fosters growth and development,
learning, openness, opportunities, Creativity.

Mission Statement

» To be the premium solutions vendor to the global leasing and finance businesses.

= We will leverage our market leading position in APAC, and our European and US presence, to continue to
drive strong revenues from our current generation of leasing and financing solutions, and successfully
grow our next generation platform.

»  Wewillleverage our world class software development capabilities to develop new IP in business segments
where we can add value.

»  We will excite, motivate, train and reward our employees to be the best in their domain.

»  We will tirelessly explore ways to improve the breadth and depth of our offerings, both organically and
through M&A.

» We ultimately aim to enhance shareholder value, incrementally and exponentially, by growing existing
streams as well as building new streams through R&D, partnerships, acquisitions and spin-offs.
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Quality Focus

Our commitment is to cantinually improve the effectiveness of our guality management system through;

»  Monitoring and enhancing customer satisfaction.

» Reviewing and enhancing quality objectives.

»  Regular assessments against international standards.

» Developing and maintaining a skilled & motivated resource base.
»  Effective implementation of Software Measurement Program.

Our focus in quality engineering and processes improvement has been definitive in ensuring the excellence of
operations and customer satisfaction.

NetSol is continuously investing in software processes improvement and ISO/SEl authorized trainings for its
teams.

Our vigor, experience and experimentation in the quality domain since our inception puts us in an ideal
position to assist other IT companies in areas like Software Process Improvement, ISO Certification, SW - CMMi
appraisals and other quality-related matters.
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Services Portfolio

Industries we serve Services we offer

Lease & Finance Application Development & Maintenance
Information Technology IT Consulting & BPR

Banking System Integration

Insurance Technology Qutsourcing

E-Government Information Security Consulting

Health Software Process Consulting
Manufacturing Enterprise Solutions

Business Intelligence Consulting
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Major Customers

Global

Mercedes Benz Finance Company Limited Japan State Bank of Pakistan

Mercedes Benz Financial Services Korea Information Technology Department, Punjab
Daimler Financial Services India Excise & Taxation Department, Islamabad
Mercedes Benz Auto Finance China Excise & Taxation Department, Government of Sind
Toyota Motor Finance Company China Mobilink Pakistan

Volvo Automative Finance (China) Company Provincial Assembly of Khyber Pakhtunkhwa
Limited Pakistan Information Technology Board
Mercedes-Benz Leasing Thailand Pak Telecom Mabile Limited - Ufone

Toyota Leasing Company Thailand

Mercedes Benz Financial Services Malaysia
Mercedes Benz Financial Services Singapore
BMW Finance Hong Kong

Mercedes Benz Hong Kong

Mercedes Benz Financial Services Australia
Mercedes Benz Financial Services Taiwan
Mercedes Benz Financial Services New Zealand
BMW Automative Finance China Company Limited
CNH Capital Australia

Finlease Company Limited Mauritius

Al- Amthal Leasing Saudi Arabia

Nissan Motor Company Limited Australia
Minsheng Financial Leasing Company Limited
GAC-Sofinaco

The Innovation Group (EMEA) Limited UK

The Innovation Group USA

The Innovation Group Australia

Atheeb Intergraph Saudi Company Limited
Atheeb NetSol Saudi Company

Banco Santander China

Hyundai Capital Services

P.T. Summit OTO Finance Indonesia

Pepper Group Australia



Business Financial
Review Highlights

Testimonials

Mercedes-Benz

Com el MOTOR SoamaHY LTS

RRZEMEEE @

STERSET

Governance Financial Annual General
Statements Meeting

NetSol Techonologies Limited

Annual Report 2013

"Mercedes-Benz Financial Services Australia Pty Ltd have been utilizing the
praducts & development services of NetSol since 1998. We have been involved
in the co-design & development of Proposal Management & Settlements
Management Systems created especially far use in the Australian Market. Both
these products have been in production at DaimlerChrysler Financial Services
for the past three years.

Our relationship with NetSol will be consolidated with the completion of this
project & we look forward to our continuing association with Mr. Salim Ghauri
& his team."

Wilfried Plath

Mercedes-Benz Financial Services - Australia

"NetSol is a key business partner, important for our success as our core
business runs on the NetSaol Financial Suite. Their customer service, response
times and thorough knowledge have helped us grow our business at a higher
rate than any of our competitors."

/hou Yong

Dong Feng - Nissan

"The rollout of the system is a milestone for both Minsheng Financial Leasing
and NetSol as we jointly developed a core system - the most advanced system
- in the real sense for China's financial leasing industry.”

Mr. Kong Linshan

President - Minsheng Financial Leasing
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Chairman’s Message

‘It gives me great pleasure to highlight that
this has been a great year for NetSol, with
the company reaching several important
milestones. ”
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‘' wish all our stakeholders and customers a strong and
rewarding association with the company.”

It gives me great pleasure to
highlight that this has been
a great year for NetSol, with
the company reaching several
important milestones.

We now truly stand in the
league of successful global
IT businesses. Our global
customer base has grown
to over 30 blue chip clients.
As a result of continued
investment in human
resource to support our
expanding business, our
employee base has grown
to over 900 strong. Above
all, the growth in this year
has helped us pick up a
momentum that should

see us reaching much
higher levels of revenue and
profitability. We are now very
upbeat about our growth
prospects, and our human
resource challenges would
require us to further invest
not only in the strength,

but also the quality and
development, of our human
resource.

NetSol has come a long way
since its first major software
development contract.
Today, we are a mature
company, with an established
and globally recognized

brand and a robust service
delivery model. We continue
to transform leasing
businesses of all sizes with
our innovative platforms. It
is, therefore, no surprise that
our financial performance
remains strong, and our KPIs
continue to improve.
Looking forward, the
company is well placed

to consolidate its gains in

its current markets and
benefit from the expected
turnaround in Europe and US.

I wish all our stakeholders
and customers a strong and
rewarding association with
the company.

G

Naeem Ghauri
Chairman

Lahore
September 6, 2013
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CEO's Message

"One of the best years for NetSol in terms of touching
new levels of success, Alhamdolillah.”

This has been one of the
best years for NetSol in
terms of touching new levels
of success, Alhamdolillah.
Our revenues grew by an
amazing 20% on the back of
a strong sales performance,
which saw us add exciting
new customers in the Asia
Pacific region. | expect this
sales momentum to continue
into the next year, as we
prepare to extend our global
offerings to new markets.
Our management team

IS very excited to see us
maintain our reputation as

a leading global enterprise
software supplier to the
world's financing businesses.

NetSol takes great pride in
achieving a highly dynamic
and mature business model,
driven by highly qualified
and experienced resources,
and world class software
development processes.
Our global delivery centre at
Lahore continues to develop
with rapid investments in
infrastructure and human
resource to accommodate
our growing business.

In pursuit of our dream

to develop NetSol into a
world class organization,
we are now investing in
further improving our work
environment and quality
processes. Our Lahore
office now houses a highly
modern and conducive work
environment to allow our
growing human resource to
collaborate effectively and
develop professionally.

It is our belief that a mature
and developed business
organization, such as NetSol,
owes a lot to the society
and environment. We

take our corporate social
responsibility, seriously. It is
in line with our values and
culture that we continue

to invest in social and
environmental causes. This
year, we made significant
iInvestment in improving
our energy efficiency

by improving practices

and using more energy
efficient equipment. We
also contributed to several
welfare and educational
causes.

By the Grace of Allah, NetSol
should continue to emerge
as a most respected and
dynamic business.

ZC

Salim Ghauri
Chief Executive Officer

Lahore
September 6, 2013
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"NetSol takes great pride in achieving a highly

dynamic and mature business model, driven by
highly qualified and experienced resources, and
world class software development processes.”
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Shareholders' Information

Registered Office

NetSol IT Village (Software Technologies Park),
Lahore Ring Road, Ghazi Road Interchange,
Lahore Cantt. 54792, Pakistan.
Tel:+92-42-111-44-88-00, 35727096-7
Fax:+92-42-35726740, 35701046

Listing on Stock Exchange

Equity shares of NetSol Technologies Ltd are listed &
traded on Karachi Stock Exchange since August 2005,
on Islamabad Stock Exchange since March, 2009 and
Lahore Stock Exchange since March, 2010.

Listing Fees

Annual listing fees for the financial year 2012-2013
has been paid to all the Stock Exchanges.

Stock Symbol

The stock Symbol for dealing in equity shares of the
company is "NETSOL"

Activities

Transfer of Shares

Transmission of Shares

Issue of duplicate share certificates
Issue of duplicate dividend warrants
Issue of re-validated dividend warrants

oUW

Change of Address

Shares Registrar
Vision Consulting Ltd.,

3-C, LDA Flats, Lawrence Road, Lahore.
Tel:+92-42-36375531,36375339

Fax:+92-42-36312550

The Share Registrar has online connectivity with
Central Depository Company of Pakistan Limited
(CDQ). It undertakes all activities related to share
transfers, transmission, issue of duplicate/re-
validated dividend warrants, issue of duplicate/
replaced share certificates, change of address and

other related matters.

For assistance, shareholders may contact the
following person of Shares Registrar;

Contact Person

Mr. Abdul Ghaffar Ghaffari

Manager Shares

Service Standards

NetSol Technologies Ltd has always endeavored ta
provide our valued investors with prompt services.
Listed below are various investar services with their
maximum time limit set out against each for their

execution.

For Request Received

through post
30 days after receipt
30 days after receipt
30 days after receipt
5 days after receipt
5 days after receipt
2 days after receipt

-~

Over the Counter

30 days after receipt

30 days after receipt

30 days after receipt

5 days after receipt

5 days after receipt
15 minutes
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Share Price & Volume

The monthly high, low prices and the Monthly Turnover of shares traded on the Karachi Stock Exchange
(KSE) during the financial year 2013 are as under:

Share Price on KSE (Rs.)

Month : Monthly Turnover
Highest Lowest
Jul-12 15.95 13.76 4935672
Aug-12 17.08 15.00 6,162,000
Sep-12 22.38 16.30 35,048,000
Oct-12 21.85 18.37 8,789,000
Nov-12 19.19 16.50 18,774,000
Dec-12 20.89 18.57 13,971,500
Jan-13 20.99 16.60 9,440,000
Feb-13 24.75 19.05 29,914,500
Mar-13 24.48 20.52 7,042,000
Apr-13 2588 20.72 16,775,500
May-13 27.9 24.80 18,063,500
Jun-13 37.44 2835 24,123,000

|I||||||| Il
|\'\ |“|‘|‘“|’||||‘|I |||||]|’||. | | | ‘ |
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Statement of Value Addition

2013 % age 2012 % age
RUPEES IN THOUSAND

VVALUE ADDITION

Revenue 2,632,779 2,189,855

Other Income 185,137 81,413
2,817,916 2,271,268

Less Operation & General Expenses 626,402 499809

Value Added 2,191,514 100% 1,771,459 100%

VALUE DISTRIBUTION

To Employee

Salaries & other employee benefits 647,623 30% 538,039 30%

To Government

Income tax & other taxes 2,706 0% 3638 0%

To Financial Institutions

As mark-up on borrowings 8,847 0% 14,677 1%

To Charitable Institution 15,457 1% 7715 0%

To Provider for Maintenance & Expansion of Assets

Depreciation / Amortization 357,273 16% 285,966 16%

Retained Profit 1,159,608 53% 921,424 52%
2,191,514 1,771,459

1%

W ToEmployee m ToGovernement  m ToFinancial Institutions ~ m To Charitable Institution m  To Provider for Maintenance & Expansion of Assets
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Six Years Summary

FIXED CAPITAL EXPENDITURE
Tangible 1,894,191 1,361,923 1,240,533 662,257 580,995 537,541
Intangibles 2,873,958 2,501,052 2,073,091 1,493,810 871832 435,688
4,768,149 3862975 3313624 2,156,067 1452827 973,229
DEFERRED EMPLOYEE CONTRIBUTION = 54 750 2089 - -
EXPENSE
NON CURRENT ASSETS
LONG TERM INVESTMENT 15,188 15,188 15,188 15,188 15,188 15,188
LONG TERM LOANS & ADVANCES = - - - - 7,390
WORKING CAPITAL 1,534,796 1,277,790 850,929 1,234,983 1,045,947 1,063,027
NET ASSETS EMPLOYED 6,318,133 5,156,007 4,180,491 3408327 2513962 2058834
EQUITY & LIABILITIES
SHAREHOLDERS' EQUITY 6,125,402 4,954,932 4,033,508 3,337,208 2378918 1,999,046
NON CURRENT LIABILITIES 192,731 201,075 146,983 71,119 135,044 59,788
TOTAL FUNDS INVESTED 6,318,133 5,156,007 4,180,491 3408327 2513962 2058834
REVENUE 2,632,779 2,189,855 1811375 1,845,022 1,081,395 1,298,120
COST OF REVENUE 1,087,478 833842 674,188 529,631 628826 478487
GROSS PROFIT 1,545,301 1,356,013 1,137,187 1,315,391 452,569 819,633
OPERATING EXPENSES 385,693 434,589 343,499 363527 192532 164,268
NET PROFIT FOR THE PERIOD 1,159,608 921424 793,688 951,864 260,037 655,365
EARNING PER SHARE 14.86 11.83 10.19 12.22 4.03 11.82
RESERVES & SHARE CAPITAL
Reserves 5,339,672 4175817 3,254,393 2558093 1,599,803 1,401,358

Share Capital 785,717 779,102 779,102 779,102 779,102 597,375
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Key Financial Ratios

Working Capital Rupees in 1,534,796 1,277,790 850,929 1,234,983 1,045,947 1,063,027
thousand
Gross Profit % 59% 62% 63% 71% 42% 63%
Net Profit Margin % 4Lh% 42% 4L4% 52% 27% 54%
Return on Equity % 19% 19% 20% 29% 12% 35%
Return on Assets % 16% 16% 16% 24% 10% 28%
Earning Power % 3% 3% 3% 7% 1% 10%
Earning Per Share Rupees 14.86 11.83 10.19 12.22 4.03 11.82
Book Value Per Share Rupees 77.96 63.60 51.77 42.83 30.53 33.46

Outstanding No. of Shares Shares 78,571,703 77510,203 77510,203 77510,203 77510,203 59,737,495

Debtor Turnover Times 2.73 2.67 2.00 215 1.73 3.00

Current Ratio Times 3.05 2.66 2.08 3.16 3.60 3.54
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40% 30% 28%
35%
35%
25%
30%
20%
25%
20% 15%
15%
10%
10%
5%
5%
0% 0%
2008 2009 2010 2011 2012 2013 2008 2009 2010 2011 2012 2013
Share Capital Reserves
Rs. in"000 Rs. )00’
900,000 6,000,000
5339672
200,000 779,102 779102 779,102 779,102 /85717
5,000,000
700,000
4175817
600,000 557375 4,000,000
3,254,393
500,000
3,000,000
400,000
300,000 2,000,000
200,000
1,000,000
100,000
2008 2009 2010 2011 2012 2013 2008 2009 2010 2011 2012 2013
Book Value Per Share Farning Per Share
90.00 16.00 1486
77.96
80.00 14,00
12.22
. 11.83
7000 63.60 1200 '
60.00
51.77 10.00
50.00
8.00
40.00
6.00
30.00
20.00 +00
10.00 200
0.00 0.00

2008 2009 2010 2011 2012 2013 2008 2009 2010 20M 2012 2013
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Financial Summary

Assets Fquity & Liabilities

3%
10%

7,068 7,068

millions millions

W Non-Current Assets M Current Assets B Share Capital & Reserves M Non- Current Liabilities M Current Liabilities

Revenue Expenses

1%

m Administrative expenses = Operating expenses

M Services M Maintenance M License m Cost of revenue B Selling and promotion expenses

Note: Expenses are shown as % of sales
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Left to right:

Omer Shahab Ghauri (Executive Director), Najeeb Ullah Ghauri (Non-Executive Director), Shahid Javed Burki (Non-Executive Director),
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Naeem Ullah Ghauri (Non-Executive Director/Chairman), Salim Ullah Ghauri (Director/Chief Executive), Fida Hussain (Independent Dir r), Vaseem Anvar (Independent Director)
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Directors' Report to the Members

for the Year Ended June 30, 2013

On behalf of the Board of Directors, | am pleased to present the 17th Annual Report of the
Company alongwith audited financial statements for the year ended June 30, 2013 and

auditors’ report thereon.

GENERAL OVERVIEW

During the past year, Pakistan's
economy continued to face
rigorous challenges including
growing power shortfall, rise

of extremism, depreciation of
rupee and bleeding public sector
enterprises. Owing to these
challenges, the country was not
able to achieve the target of 4.3%
GDP growth as the GDP growth
rate was recorded at 3.6% for FY
2012-13. It means we had a drop
in our growth rate as compared to
last year. To meet the demands
of the growing population and

to create job opportunities for
the youth that enter into the job
market each year, the economy
of the country needs to grow at
around 8.0% per annum. The focus
of the incoming new government
formed due to recent elections

in May-13 should, therefore, be
on key issues including electricity
generation, law & order and revival
of ecanomy. As the economic
activity revives in the country
owing to these steps, we should
be able to increase our GDP rate
gradually. The services sector,
despite a lower growth figure this
year, has been the main driver of
the economy and its contribution
to the GDP has vet again
witnessed an increase. On the
global front, industry is showing a
strong demand for a wide-range
of IT products and services, as
businesses increasingly view
technology as a vital competitive
advantage. While uncertainty

in the eura zone still persists

and could derail the tentative
economic recovery in developed
economies like Europe, the risk
of a financial and economic
meltdown with unprecedented

consequences seems more
remate than it did a year ago.
Overall, developed ecanomies are
striving to return to higher levels
of competitiveness while fighting
the high levels of unemployment.
At the same time, developing and
emerging economies are focusing
on innovation as a prerequisite to
sustain the high economic growth
rates they have experienced in the
past decade.

The IT Industry in Pakistan
continued to grow at a reasonable
pace in the past fiscal year.
Increasing global demand for
technology products and services
has brightened the outlook
amongst IT industry. Although
many threats to growth have
been subsided, a number of
factors like power shortfall,
terrorism and natural disaster like
flood, could still potentially derail
or minimize the growth.

NETSOL FINANCIAL
SUITETM (NFS)

Maintaining a strong foothold in
Asia Pacific, NetSol Technologies
has experienced the mast activity
in the region in fiscal year 2013. In
April NetSol's second Australian
office was established, this time in
Sydney, following a contract sign
off with a big finance company.
This deal marks a new beginning
for NetSol in Australia and the
company looks forward to greater
opportunities in the future.

We also got an opportunity
in Indonesia by getting a new
contract signed by a major
Auto Captive player for the
implementation of the NetSol
Financial SuiteTM. This is a

totally new market for NetSol

and there is lots of demand of
our product. We also believe that
we will be able to capture more
customers in this region in future.
NetSaol Technologies was also
able to further capitalize on the
Chinese market's potential by
signing contracts with two major
companies. In addition to the
initial license and services income,
we anticipate to get incremental
revenues from these new deals
as well in the form of additional
services and maintenance income.

OUTSOURCING

One of the emerging areas in the
information technology industry
is the outsourcing business.

One of the stable businesses
that currently we have, is the
outsourcing joint venture with
Innovation Group plc, UK, known
as NetSol Innovation (Pvt) Ltd.
The company was founded in
2005 and since then its number
of resources are growing at a
reasonable pace. The company
has its client base in all three
major regions of the world
including Europe, Australia and
the North America. Despite the
current financial meltdown in
Europe including the UK, the
growing number of resources
shows the confidence of the
customers in our professionalism
and the quality of our services our
resources pravide,

IT CONSULTING AND
SERVICES

We also offer a broad range of
prafessional services to clients in
the global commercial markets
and specialize in the application
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of advanced and complex IT
enterprise solutions to achieve our
customers' strategic objectives.
Our service offerings include
application development, IT
consulting & services, Information
Security, Outsourcing Services and
Software Process Improvement
Consulting, maintenance and
support of existing systems and
project management etc. An ever
growing awareness of highly
publicized IT Security problems,
coupled with greater demands by
international business partners,
has led the movement of
companies world-wide towards
compliance with internationally
recognized Information Security
Systems standards. Information
Security System services are being
provided by our InfoSec division.
This division provides services to
secure all corporate information
and its supporting processes
including systems and networks.
Our Information Security Services
is a group of dedicated security
consultants with real-life field
experience. The InfoSec group
utilizes industry standard best
security practices coupled with
best-of-breed products to deliver
proven and robust Information
Security Management Systems

For the Year
ended June 30,
2013

Governance

Financial

Statements Meeting

(ISMS). InfoSec services include:
managed security services; IS0
27001 consultancy, information
security assessment, penetration
testing and vulnerability
assessment, disaster recovery
planning and secure network
design etc. InfoSec is also
partnered with global giants
including IBM Internet Security
Systems and Kaspersky Labs.

NEXT GENERATION
PRODUCT (R2)

Keeping in view the worldwide
changes in the leasing and finance
sector and the ever changing IT
industry, we took the initiative

to develop the next generation
product to cater for the upcoming
requirements of the leasing and
finance industry. Currently we
are in the process of developing
our new product, NetSol Financial
SuiteTM (R2). It is a completely
new initiative, designed from

the scratch and based on state-
of-the-art software design and
technology paradigms. R2 has

a road map through which its
progress will be guided to ensure
that no limitations are introduced
over time. R2 is a next generation
enterprise grade solution for all

Financial Performance

The Company

For the Year
ended June 30,
2012

Annual General

For the Year
ended June 30,

NetSol Techonologies Limited
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financial institutions involved

in lending, including, but not
limited to, all types of banks,
leasing and finance companies,
Islamic finance houses and credit
unions. In terms of functionality
the suite will support corporate
lending, wholesale financing,
corporate and consumer leases
both operating and finance,

real estate financing, consumer
lending, Islamic financing etc.
These areas are being covered in
their entirety with respect to their
respective lifecycles. In addition
new functionality areas are also
added regularly. All of these

areas are independent and can

be deployed in part or together

as per customer requirements
and ability to pay. The product

is designed in a way to meet the
requirements of small companies
employing handful of personnel to
the largest of global organizations
which can host R2 at a central
location and manage their
multiple companies around the
globe from this single instance.

The management has
demonstrated its commitment
to the new product development
efforts through our sustained
and high level of investment. We
believe this investment is vital

NetSol Group

For the Year
ended June 30,

2013 2012

—————————— All figures in 000" == - -~~~ -~ -

Revenue 2,632,779 2,189,855 2,997,140 2,499,656
Gross Profit 1,545,301 1,356,013 1,674,525 1,467,984
Net Profit 1,159,608 921,424 1,174,964 939,683
Outstanding shares 78572 77910 78572 77910
EPS - basic 14.86 11.83 - -
EPS - diluted 14.73 11.83 = -
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for taking NetSol to higher levels
of growth and success. Till date,
two modules of the product have
already been developed whereas
other major modules are still in
the phase of development and
expected to be completed within
this year.

Company's financial performance
improved further during the year
under review. We closed the
financial year ended June 30, 2013
with a revenue of over rupees

2.6 billion, showing a YoY growth
of 20%. The gross profit for the
year was Rs. 1.55 billion which as
a percentage of total revenues
comes to 59%. Net profits of the
company increased to Rs. 1.1
billion, indicating the net profit
ratio of 44% in the current year.
The increase in revenues is mainly
attributable to increasing demand
of our core product NetSal
Financial SuiteTM specifically

in the Asia Pacific region. Basic
and diluted earnings per share
were Rs. 14.86 and Rs. 14.73
resepectively, in comparison with
last year's EPS of Rs. 11.83.

DIVIDEND AND BONUS
ISSUE

The company is focused in
investing for enhancing its
resource base and infrastructure
to cater for the increasing demand
of its offerings worldwide. Keeping
in view this growth strategy,

we are continuously investing

in our sales and marketing,
enhancing our development
capacity, infrastructure building
and vigorous investment in next
generation product. All these
initiatives require huge amount of
capital to be invested. However,
your board feels pleasure in
recommending a final cash
dividend of 10% i.e., Rs.1/- per
share. In addition to it, the board
has also recommended a 10%

bonus issue i.e., one new share
against every 10 shares held by
the members. Both these pay
outs are subject to approval by
the shareholders in the upcoming
Annual General Meeting.

FUTURE OUTLOOK

Even in the context of tough
economic and regulatory
conditions, we remain very
excited about the longer term
prospects for the industry,

NetSol Technologies is now set to
maximize growth in sales pipeline
and delivery capabilities to
ultimately increase shareholders'
value. The company is focused

on identifying and capturing
opportunities across the globe
and is entering into partnerships
that would help penetrate new
markets. One such example is the
strategic agreement with Abeam
Consulting Japan, where NetSol

is confident that the partnership
would help the company establish
itself in the Japanese market.

With the establishment of a
structured Global Marketing
division, NetSol has adopted

an aggressive marketing
strategy with increased focus on
generating leads through multiple
channels, particularly finance
and leasing conferences/events
warldwide. We have a strong
pipeline of prospective contracts
and now need to enhance the
delivery capacity so that we can
meet our track record of 100%
delivery. We are in the process
of hiring more IT professionals
and training them in the leasing
domain so that they can become
productive as soon as possible.
To house these resources, we are
also completing our new building
at a faster pace.

NetSal has continued to make
solid progress since the year
end, in line with management's

expectations. The strong backlog
and sales pipeline in Asia Pacific,
together with our experienced
team, growing customer base
and greater industry recognition,
gives us confidence in the future
success of NetSol, Insha Allah.

PROMOTIONAL AND
AWARENESS ACTIVITIES

During the year, your Company
once again proactively created
awareness about the IT industry
and the innovation it carries.
NetSol once again had prominent
presence at the various job fairs
taking place around the country,
the more notable of which were
held at the Lahore University of
Management Sciences (LUMS),
Lahore School of Economics
(LSE), FAST NU, GIKI and other
institutions. At every place, NetSol
delegation managed one of the
most popular stalls of the entire
gathering, attracting several
hundred peaple ta the stall.

AWARDS & RECOGNITION

During the fiscal year 2012-2013,
NetSol was honoured with the
following awards & laurels;

» NetSol Technologies' flagship
software solution NetSol
Financial Suite™ was awarded
the "First Rate Best Selling
Finance and Leasing Solution
Award' at the China Leasing
Summit 2013 by the China
Leasing Business Association
(CLBA).

»  Mpr. Salim Ghauri, CEO of the
company, was elected as
President of TiE Lahore for
next two years.

CORPORATE SOCIAL
RESPONSIBILITY

Corporate Social Responsibility
(CSR) is about capacity building
for sustainable livelihoods. In
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nutshell, CSR is about business
"giving back to society”,

NetSol duly realizes its role in
empowerment of underprivileged
communities, employee welfare
and alignment of Company
policies and practices in line with
globally recognized principles.
Sustainable and responsible
development has remained our
primary concern since inception.
Today, NetSol is running sizeable
CSR program in Pakistan covering
various sectors requiring foremost
attention, including exemplary
interventions in the areas of
education, healthcare, poverty
alleviation and environmental
protection. As a responsible
corporate citizen, NetSol
undertook various projects for
community welfare during the
year, some of which are described
here:

i) Corporate Philanthropy

As part of the company's
enduring commitment towards
continue improving the life of its
stakeholders, we are running a
fund called "Noble Cause Fund
(NCF)". The purpose of this fund
is to facilitate the support staff,
and other low paid members

of the Company as well as of

the society, in meeting their
incidental expenses that befall
them and their families. Financial
assistance in the areas of
education, medical and marriage
is offered to the deserving

staff members. The Company
contributed over Rs. 5.4 million
under its NCF social commitment
during the year ended June 30,
2013 as compared to Rs.4.1
million in the corresponding year.

Education holds special
significance for the company,
and is a major focus area for the
company. We have started a
NetSol Literacy Program through
which we educate our illiterate
support staff. We have also
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established IT labs in some of
the schools in the less privileged
areas of Punjab to train the
new generation. In addition, the
company is also supporting a
school in a very less privileged
area of Southern Punjab and
taking care of all its expenses.

NetSol has also played a pivotal
role in the education of a world
class business school, named the
Lahare University of Management
Sciences (LUMS). In this regard,
we sponsor two student seats on
regular basis.

ii) Energy Conservation

As a responsible corporate
citizen and aligned with global
imperatives, the Company is
promoting the use of energy
efficient products, awareness
about reducing energy use

in operations and producing
electricity from cheaper sources.
Benefits include mitigating rapidly
rising costs of fuel, shortage of
electricity and the organizational
resilience.

Our operations are less
energy-intensive than those

in the manufacturing sector.
However, we have taken
significant measures to reduce
ITinfrastructure’s energy
consumption by adopting a multi-
pranged strategy. Our Green

IT strategy covers equipment
from end-point fabric to those in
data centers and server rooms.

It also employs a full life-cycle
approach by covering the entire
gamut from procurement to
e-waste disposal of IT equipment.
Energy efficiency is one of our key
architecting parameters, along
with performance, scalability,
security and availability. This,
coupled with the advantage of
performance improvements and
energy efficiency of the latest
equipment deployed as per aur
technology refresh cycle, directly
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contributes to optimized energy
consumption.

We have also initiated an internal
programme to reduce energy
consumption by encouraging
employees to switch off

lights, computer systems, air
conditioners and other electronic
equipment when not required

or in break in order to save
energy. Additionally, a number of
initiatives have been taken in IT
village to conserve energy. Some
of these are:

»  Green office Programme,
involving promotion of green
IT use practices, such as
judicious use of equipment
and virtualization of services.

»  Shifting of all energy savers
and other lights currently
used in the office with LED
lights

» Balancing air conditioning
load and use of eco-efficient
lighting at the offices.

»  Optimizing electrical load by
installing variable frequency
drives.

»  Department wise energy
measurement.

» The awareness to switch-off
their desktop computer and
room lights after duly working
hours off.

» Replaced old desktop
computers with new power-
efficient ones this vear.

» Data centers and server
rooms, being large consumers
of energy in an IT landscape,
have been standardized using
an eco-friendly room design
which incarporates power and
cooling best practices.

» Video and Audio Conferencing
(VCand AC) usage has
increased steadily this year
too, indirectly cutting down
the travel requirements and
hence, the carbon footprint.
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iii) Environmental Protection
Measure

We view the economy,
environmental protection and
sacial responsibility as three key
factors carrying equal weight in a
liberal world market. We support
the dissemination of knowledge
needed for sustainable

development through the transfer
of knowledge in the fields of
management and technology,
wherever we operate as a
company.

Your Company an integral part in
the development and progress

of the national economy with a
strong sense of responsibility to
society and the environment. As
a Corporate Citizen and conscious
of our Social and Environmental
responsibilities, we function

in a manner that protects and
preserves the environment for
our future generations, ensures
the health & safety of our
stakeholders and exerts a positive
influence in the community.

Our employees, partners,
customers and suppliers are
committed to participate in the
efforts to protect the world's
ecosystem for future generations.
Together, we are working to
reduce environment impacts by
engaging all stakeholders and
providing products and solutions
that help to reduce environmental
impacts. These efforts help us

to meet the expectations of
stakeholders and it also makes
good business sense, often
reducing operating costs and
business risks.

Our commitment to reduce
environmental impact extends
across our value chain and we
aim to continually improve our
management systems to deliver
consistent and measurable
progress. Being conscious to

this social responsibility, your
company has tree plantation at
NetSal IT village land to improve
the surrounding environment.

iv) Consumer Protection
Measures

We produce good guality end-
to-end software solution with
qualified and professional

staff and maintain high quality
software standards like CMM|
Level 5, 1SO/IEC 20000, ISO 9001
and IS0 27001 standards. Quality
Engineering Management is
always very keen in implementing
and executing rules and regulation
for quality maintenance.

v) Employment of Special
Persons

The Company believes in equal
opportunity hiring. We facilitate
and accommodate the special
people who have relevant
knowledge and skill but ignored
by the society. In addition to it,
we have some quota fixed for
people living in the rural and less
privileged areas who do not get
much opportunities likes others.

vi) Relationship with the
employees

Our most valued resource is

our competent and committed
waork force, powering Company's
growth and contributing towards
its carporate image. We invest in
our corporate image. We invest
in our human capital to maintain
a healthy working relationship by
providing an employee-friendly
environment, nurturing their
skills and talents. Apart from
compensation, NetSol organizes
various functions and activities
to feed social appetite of our
employees and enhance the level
of comfort among their superiors
and co-workers. By maintaining

an amicable relationship with
our employees, we ensure their
welfare while reducing risk of
employee turnover.

We are maintaining very cordial
and harmonious relationship
between the management

and the employees of the

all categories. Some of the
noncash benefits available to the
employees are described below;

= Two employee alongwith
one family member are sent
to perform Umrah through
computerized draw every year
on Company's expenses.

» (afeteria is being maintained
where complementary lunch
is alsa provided to all staff
members of the company.
There is only one menu both
for the management and
other employees including
support staff.

» Day Care facility provided to
females employee at very
subsidized rates.

» Pickand drop facility to the
female staff members from
their doorstep is provided by
the company at subsidized
rates.

»  Any team of resources putting
in extraordinary efforts during
a month is declared as team
of the month and provided
with certificates and dined out
at the company's expense.

» (Company also spansors
recreational trips of the
employees to give them
oppartunity to relax away
from the work place.

»  The health and welfare of our
employees has always been a
matter of utmost importance
and significance at NetSol.
We provide comprehensive
medical coverage to our
employees and their families
in our medical facilities
and the Company has also
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invested in a sports complex
for indoor games such as
Table Tennis, Snooker and
Football Game etc and a
Gymnasium with state of
the art fitness equipment for
its employees. NetSol also
invested in outdoor games
such as well-maintained
badminton courts and
football and cricket grounds
have been arranged for the
employees of the company.

vii) Occupational Safety and
Health

Your company is to provide

safe and healthy workplace

to its employees and other
stakeholders. The provision of

a safe working environment is
paramount at NetSol. The effective
management of health and safety
hazards protects employees

from harm and ensures that
business complies with regulatory
and legal standards. In line with
NetSol's mission to add vitality

to life, we place safety, health

and environment at the heart of
our business agenda. NetSol's
management has been continually
improving its management
system standards not only at
workplace but it has also taken
initiative through "off the-job
safety” programme to inculcate
safety consciousness round the
clock amongst its employees.
NetSol continued its focus on
health and safety parameters

in 2013 with no accidents at

any site. This is a true reflection

of our determination to ensure
that our people operate in a safe
environment.

We also operate Disaster,
Prevention and Recovery Plan and
periodically conduct various safety
drills for complete evacuation,

fire fighting, cardiopulmonary
resuscitation and first aid
methods and various awareness
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campaigns including dengue
precautions.

viii) Business Ethics and
Anti-Corruption Measures

Netsol holds frequent activities
to ensure that the employees are
working within the Statement of
Ethical Practices (SEP). The SEP
is rigorously followed through-
out the organization. Employees
are also required to sign off on
the SEP. There is zero tolerance
towards corruption in the
company and we have developed
a very comprehensive system

of check and balance within the
organization. Employees are also
encouraged to contact the Audit
Committee directly whether
anonymously or otherwise in case
they come to know about any

fraud taking place in the company.

For this purpose, drop boxes have
been placed at prominent places
in each department.

ix) Contribution to National
Exchequer

We have always showed our
respansibility by paying all
government taxes in time
without any delay. For the year
ended June 30, 2013 we made

our humble contribution to the
National Exchequer by way of
import duties, general sale tax,
income tax and other government
levies.

COMPLIANCE WITH
CODE OF CORPORATE
GOVERNANCE

We are committed to maintain
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high standards of good
corporate governance without
any exception. The directors
are pleased to inform that
your company is compliant
with the provisions of the Code
of Corporate Governance as
introduced by the Securities

& Exchange Commission of
Pakistan and adopted by the
Karachi, Lahore & Islamabad
Stock Exchanges. Statement
of compliance with the Code of
Corporate Governance is also
annexed with the annual report.

CORPORATE & FINANCIAL
REPORTING FRAMEWORK

The financial statements,
prepared by the management
of the company present fairly
its state of affairs, the result
of its operations, cash flows
and changes in equity.

Proper books of account
of the company have been
maintained.

Appropriate accounting
policies have been
consistently applied in
preparation of financial
statements and accounting
estimates are based on
reasonable and prudent
judgment.

International Financial
Reporting Standards, as
applicable in Pakistan, have
been followed in preparation
of the financial statements.

The system of internal control
is sound in design and has
been effectively implemented
and monitored.

There are no significant

Contribution of National Exchequer

Description Rupees (000)

Income Tax 10177
Sales Tax 4,036
With Holding Tax 69,280
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doubts upon the listed
company's ability to continue
as a going concern:

» There has been no material
departure from the best
practice of corporate
governance, as detailed in the
listing regulation of Karachi,
Lahore and Islamabad Stock
Exchanges.

» Key operating and financial
data of last six years, in
summarized form, is annexed
herewith.

» There are no statutory
payments on account of
taxes, duties, levies and
charges outstanding as on
June 30, 2013 except those
as disclosed in the financial
statements.

»  Value of the Provident Fund
Investments as on June 30,
20713 was Rs.156.93 million
(June 30,2012:Rs. 102.53
million).

» No material changes and
commitments affecting
the financial position of the
company have occurred
between the end of the
financial year to which this
balance sheet relates and the
date of the directors' report.

CODE OF CONDUCT

The management has prepared
code of conduct which is also
duly adopted by the Board. All
directors, senior management
and employees have signed this
code and are required to observe
these rules of conduct in relation
to customers, suppliers and
regulators.

ELECTION OF DIRECTORS

Election of Board of Directors

of your company was held on
December 21,2012 in the Extra-
Ordinary General Meeting. In
accordance with the provisions

of section 178 & 180 of the
Companies Ordinance, 1984

and Article 70 of the Company's
Articles of Associations, the
board had unanimously fixed the
number of directors to be seven
(7) and the following directors
were elected for the term of next
three years commencing from
January 01, 2013.

Mr. Salim Ullah Ghauri
Mr. Najeeb Ullah Ghauri
Mr. Naeem Ullah Ghauri
Mr. Shahid Javed Burki
Mr. Omar Shahab Ghauri
Mr. Vaseem Anvar

Mr. Fida Hussain

Subsequent to the election of
directors, the newly formed board
then elected Mr. Naeem Ullah
Ghauri (non-executive director)
as Chairman of the board and
Mr. Salim Ullah Ghauri was re-
appointed as Chief Executive

of the Company for the term of
three years in accordance with
the provisions of new Code of
Corporate Governance 2012 and
section 199 of the Companies
Ordinance, 1984. The newly
constituted board comprises
persans from various spheres

of life including sponsors,
businessmen, economist and
marketing personnel. The Board
also placed on record its gratitude
for highly valuable services
rendered by Mr. Zahid Bashir
Mirza and Mr. Asad Ullah Ghauri,
the retired directors, during their
tenure of directorship.

AUDIT COMMITTEE

The Board of Directors in

compliance with the Code of
Corporate Governance has
established an Audit Committee
comprising of the following three
(03) members:

Audit Committee duly reviewed
and approved all quarterly, half
yearly and annual financial
statements before submission to
the board of directors and their
publication.

HUMAN RESOURCE
AND REMUNERATION
COMMITTEE

The Board of Directors in
compliance with the Code of
Corporate Governance has
established Human Resource
and Remuneration Committee
comprising of the following three
(03) members:

The committee gives
recommendations to the board
regarding selection, evaluation
and compensation of key
management positions.

Members of HR & Remuneration
Committee

Name of Director Designation

Shahid Javed Burki | Chairman
Vaseem Anvar Member
Salim Ullah Ghauri Member
ATTENDANCE AT BOARD

MEETING

During the year ended June 30,
2013, Five (05) board meetings
were held and attended as
follows:

Members of Audit Committee

Name of Director Name of Alternate Director Designation
Vaseem Anvar Chairman
Fida Hussain Member
Najeeb Ullah Ghauri Rehmat Ullah Ghauri Member
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Attendance of Board of Directors’ Meeting

Name of Director

Name of Alternate Director

No. of Meetings

Salim Ullah Ghauri 05
Vaseem Anvar 05
Najeeb Ullah Ghauri Rehmat Ullah Ghauri 04
Naeem Ullah Ghauri Ayub Ghauri O
Shahid Javed Burki 02
Zahid Bashir Mirza* -
Asad Ullah Ghauri* Omar Shahab Ghauri** 01
Omar Shahab Ghauri 05
Fida Hussain*** -

*Retired during the year
**Retired as Alternate Director
***Elected during the year

Leave of absence was duly
granted to the members not able
to attend the board meetings.

ATTENDANCE AT AUDIT
COMMITTEE MEETING

During the year ended June 30,
2013, four (04) meetings of the
Audit Committee meetings were
held. The Attendance of each
Member is given hereunder:

of the Human Recourse and
Remuneration Committee was
held. The Attendance of each
Member is given hereunder:

Attendance of HR & Remuneration
Committee Meeting

Name of Director No. of Meetings

Shahid Javed Burki 01
Vaseem Anvar 01
Salim Ullah Ghauri 01

DIRECTOR'S TRAINING
PROGRAM

During the fiscal year ended June

Attendance of Audit Committee Meeting

Name of Director

Name of Alternate Director

No. of Meetings

Najeeb Ullah Ghauri Rehmat Ullah Ghauri OL4
VVaseem Anvar 04
Omar Shahab Ghauri* 02
Fida Hussain** -

*Retired during the year
**Elected during the year

Leave of absence was duly
granted to the members who
could not attend the meetings.

ATTENDANCE AT
HUMAN RESOURSE
AND REMUNERATION
COMMITTEE MEETING

During the year ended June
30, 2013, one (01) meeting

30, 2013, Mr. Omar Shahab Ghauri
completed the certification for

the Director's Training Program
conducted by Pakistan Institute of
Corporate Governance (PICG).

EMPLOYEE STOCK OPTION
SCHEME

On August 01, 2009, the
compensation committee of
the Company had granted 4.35
million stock options to its core
team of employees at a grant
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price of Rs.16.42 per option.

The options were granted under
Employees Stock Option Scheme
duly approved by the Securities
and Exchange Commission of
Pakistan. 90% of the granted
option had become exercisable
during the period.

According to the requirements of
Section 12 of Employees Stock
Option Rules 2007, following
disclosure is made regarding
options granted, vested or
exercised during the financial year
ended June 30, 2013:

» The company had granted
4,350,000 options to its
employees.

» Exercise price of options is
determined by taking one
month's average share price
of company's share at Karachi
Stock Exchange on the date of
grant of an option discounted
b\/ 20%.

»  90% of the options granted
had vested by the end of
financial year ended June 30,
2013.

= 661,500 options were
exercised by 14 employees
and Rs.10.861 million were
received by the company on
this account.

» Onaccount of exercise of
options by the employees,
661,500 fresh shares were
issued during the fiscal year
ended June 30, 2013.

No aoptions lapsed during the
year under review

» There was no variation in the
scheme as approved by the
shareholders and the SECP

» Following options were
granted to the senior
managerial cadre employees
of the company:

Except the figures disclosed
below, no employee was granted
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Designation No. of options granted
Chief Executive Officer 250,000
Chief Operating Officer 100,000
Chief Financial Officer 100,000

option amounting to five percent
or more of options granted
during one year or one percent or
more of the issued capital of the
Company.

HOLDING COMPANY

NetSol Technologies Inc.,
24025 Park Sorrento, Suite 410,
Calabasas CA 91302, USA holds
majority of shareholding of the
company.

AUDITORS

The present external auditors'
Messrs Kabani & Company,
Chartered Accountants retire and

being eligible, offer themselves for
reappointment.

The external auditors have
confirmed that have been given
satisfactory rating under the
Quality Control Review Program
of the Institute of Chartered
Accountants of Pakistan (ICAP).
They have further confirmed
that their firm is in compliance
with International Federation of
Accountants’ (IFAC) guidelines
on Code of Ethics as adopted by
the ICAP. The external auditors
have not been appointed to
provide other services except

in accordance with the listing
regulations.

As suggested by the Audit
Committee, The Board
recommends their reappointment
for the year ending June 30, 2014.

KEY OPERATING AND
FINANCIAL DATA

Key operating and financial
data for the last six years is also
annexed in the Annual Report.

PATTERN OF
SHAREHOLDING

Pattern of shareholding as at June
30, 2013 as required by section
236 of the Companies Ordinance
1984 including the information
under the Code of Corporate
Governance is annexed herewith,
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The Board of Directors places on
record its appreciation for the
support by its shareholders,

valued customers, government
agencies and financial institutions
which enabled the company

to achieve these results.

The board would also like to
express its appreciation for the
services, loyalty and efforts
being continuously rendered by
the executives and all the staff
members of the company and
hope that they will continue with
these efforts in future,

On behalf of the Board

v

Naeem Ullah Ghauri '
Chairman
Lahore N

September 06, 2013
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Core VValues

Our core values are the key each other and our customers, successes possible. Each of us is
principles that guide our conduct how we deliver value and how accountable to align our conduct
and our relationships. They we behave. They connect us with our core values.

define how we engage with to each other and make our
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Since the company began,
uncompromising integrity and
professionalism have been

the cornerstanes of NetSol's
business. In all that we do,
NetSol supports and upholds a
set of care values and principles.
Our future growth depends

on each of us understanding
these values and principles and
continuously demonstrating the
uncompromising integrity that is
the foundation of our company.

The Code of Conduct sets the
standard for how we work
together to develop and deliver
praduct, how we protect

the value of NetSol and its
subsidiaries, and how we work

Financial Annual General

Statements Meeting

with customers, suppliers
and others. All of us at NetSol
must abide by the Code when
conducting NetSol-related
business.

The Code affirms our six
principles of conduct:

» Alldirectors and employees
and other personnel must
observe the laws and
regulations.

» NetSol does not permit
bribery in any form of any
person involved in the
company’s business.

» NetSol requires competition
in the marketplace and
compliance with anti-trust

e I Limite
Annual Report 2013

and competition rules.

All employees and
persannel must maintain
the confidentiality of price
sensitive information.
Employees and other
persannel should not use
price sensitive/inside
information for their
personal advantage.
Employees and other
persannel should avaid
situations where personal
interests could conflict, or
appear to conflict, with the

interests of their employer.
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CHARTERED ACCOUNTANTS

REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the statement of compliance with the best practices contained in the Code of Corporate
Governance for the year ended June 30, 2013 prepared by the Board of Directors of Netsol Technalogies Limited
("the Company™) to comply with the Listing Regulation No. 35 of the Karachi, Lahore and Islamabad Stock

Exchanges, where the company is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
Company. Our responsibility is to review, o the extent where such campliance can be objectively verified, whether
the Statement of Compliance reflects the status of the Company's compliance with the provisions of the Code of
Corporate Governance and report if it does not. A review Is limited primarily to inquiries of the Company's

personnel and review of various documents prepared by the Company to comply with the Code.

As part of our audit of financial statements, we are required to obtain an understanding of the accounting and
Internal control systems sufficlent to plan the audit and develop an effective audit approach. We are not required
to consider whether the Board's statement on internal control covers all risks and controls, or 1o form an opinion

on the effectiveness of such internal controls, the Company's corporate governance procedures and risks

Further, Sub Regulation X of Listing Regulation 35 of Karachi, Lahare and Islamabad Stock Exchanges requires the
Company ta place before the Board of Directors for their consideration and approval of related party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm’s length
transactions and transactions which are not executed at arm’s length price recording proper justification for using
such alternate pricing mechanism. Further, all such transactions are also required to be separately placed before
the audit committee. We are only required and have ensured compliance of requirement to the extent of approval
ol related party transactions by the board of directors and placement of such transactions before the audit
committes, We have not carried out any procedures to determine whether the related party transactions were

undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of
Compliance does not appropriately reflect the Company’s compliance, in all material respects, with the best
practices contained in the Code of Corporate Governance as applicable to the Company for the year ended June
30, 2013

j;,_/. i £ Cogmy
Kabani & Company

September 06, 2013
Chartered Accountants

Lahore
Muhammad Yousaf
Email: mfo@kabanico.com.pk, www kabanico.com, pk
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KABANI & COMPANY

CHARTERED ACCOUNTANTS

INDEPENDENT ASSURANCE REPORT TO THE MEMBERS ON THE STATEMENT OF
COMPLIANCE WITH EMPLOYEES SHARE OPTION SCHEME

Scope of our work

We have performed an independant assurance engagemeant of Netsol Technologies Limated (the Company) to express
an apinion on the annexed Statement of Compliance (the Statement] with the réquirements of Employees Shase Option
5cheme (the Scheme) |, as approved by the shareholders of the Company , and the Public Companies [Employess Stock
DOiptson Schisme) Rules, 2001 (the Rules) as of June 30, 2013, Our engagement was carned out as required under Rule 14
af the Rules issued by the Securities and Exchange Commission of Pakistan vide 5RO 30041} 2001 dated May 11, 2001

Responsibility of Company's Management

The responsibility for the preparation of the Statement {the Subject matter information) and for compliance with the
requirements of the Scheme and the Rules is that of the Management of the company, This respensibility includes
designing, implementing and maintaining internal control to ensure compliance with the requirements of the Scheme,
ay approved by the sharehalders of the Company, and the Rules (Scheme and rules together being the Criteria)

Responsibility of Independent Assurance Provider

Ower responsibility 5 10 express our conclusion an the Statement based on our independent assurance engagemant,
parformed in accordance with thae international Standards on Assurance Engagemants 3000 ‘Assurance Engagements
other than Audits or Reviews of Historical Financial infarmation” (ISAE 3000). This standard requires that we comply
with athacal requivements and plan and perfarm the engagement 1o oblain reasonable assurance whether thee annexed
Statement reflects the status of Company’s compliance with the Scheme and the Rules {the Criteria)

The procedures salected depend on our jedgment, incleding an assessmant of the nsks of matenal non-complances
with the requirements of the Scheme and the Rules. In making those risk assessments; we have considered intemnal
controls relevant 1o the company’s compliance with the Scheme and the Rules in order to design procedures that are
approphiate In the circumstances, for gathering sufficent appropriate evidence to determine that the Company was not
materially non-compliant with the Scheme and the Rules. Our engagement was not for the purpose of expressing an
opinicn on the effectveness of the company’s internal control. Qur procedures apphled to the sefected data pnimarily

comprised

Vaerifying that only permanent employess have participated in the Scheme in compliance with the Hules
Verdying that variation, i any, in the terms of Scheme has been approved by passing a special resslution in
the general meeting.

Verifying that the share options granted, vested, lapsed, surrendered or exercised under the Scheme hae
bean recorded in the books of accounts in accordance with the requiremants of the Rules.

Ensuring that adequate disclosures have been made in respect of the Scheme in the Annual report a8 reguined
under the Rubes,

Conclusion
fn gur opinkon, the annexed Statement, in all material respects, presents Fairly the status of the Company's complance

i >_ .: ?511 '::t';-y,r'_“- with the Schame and the Rules as of June 34, 2013,
Dubke
MA-(HiA, Bars WAL Iran

Buliding Bank Sirewi
B G

T, COUT 1 8- F24 203

Tal- 310 69d 3
Faa: 310 47

A;/-..-L:... - Crm

September 06, 2013 Kabani & Company
Lahare. Chartered Accountants
Muhammad Yousaf

Email: info@kabanico.com.pk, wwaw, kabanlco.com,pk
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Statement of Compliance with the
Code of Corporate Governance

For the Year Ended June 30, 2013

The Statement is being presented to comply with the Code of Corporate Governance
contained in the Listing Regulation No. 35 and chapter Xl of Karachi Stock Exchange
(Guarantee) Limited, Lahore Stock Exchange (Guarantee) Limited and Islamabad Stock

Exchange (Guarantee) Limited respectively, for the purpose of establishing a framework
of good governance, whereby a listed company is managed in compliance with the best
practices of Corporate Governance.

The Company has applied the principles contained in

the Code in the following manner:

1. The company encourages representation of
independent non-executive directors and
directors representing minority interests on its

board of directors. At present the board includes:

Category Names

1. Mr. Vaseem Anvar
2. Mr. Fida Hussain

Independent Directors

Non-Executive Directors

. Mr. Shahid Javed Burki

1. Mr. Naeem Ullah Ghauri
2. Mr. Najeeb Ullah Ghauri
3

Executive Directors 1. Mr. Salim Ullah Ghauri

2. Mr. Omer Shahab Ghauri

Both the independent directors meet the criteria

of independence under clause i(b) of the CCG.

2. Thedirectors have confirmed that none of them
is serving as a director an more than seven listed

companies, including this company.

3. Allthe resident directors of the company are
registered as taxpayers and none of them has
defaulted in payment of any loan to a banking

company, a DFl or NBF! or, being a member of a

stack exchange, has been declared as defaulter
by that stock exchange.

4. No casual vacancy occurred on the Board of

Directors of the Company during the year 2012-

2013.

5. The Company has prepared a "Code of Conduct”

and has ensured that appropriate steps have
been taken to disseminate it throughout the
company along with its supporting policies and
procedures.

6. The Board has developed a vision & mission
statement, overall corporate strategy and
significant policies of the Company. A complete

record of particulars of significant palicies along

8.

10.

11.

12.

13.

with the dates on which they were approved or
amended has been maintained.

All the powers of the Board have been duly
exercised and decisions on material transactions,
including appointment and determination of
remuneration and terms and conditions of
employment of the CEQ, other executive and
non-executive directors, have been taken by the
board/shareholders, as the case may be.

Meetings of the board were presided over by

the Chairman, and in his absence, by a director
elected by the Board for this purpose. The Board
met at least once in every quarter. Written
notices of the board meetings, along with agenda
and warking papers, were circulated at least
seven days before the meetings. The minutes of
the meetings were appropriately recorded and
circulated.

During the fiscal year ended June 30, 2013,

one Board member attended CGLS - Director
Education Program at Pakistan Institute of
Corporate Governance (PICG). Three board
members are exempted from the directors
training program because of having more than 14
years of education and over 15 year of experience
on the board of listed companies. The Company
will ensure that the remaining directors acquire
the certification under the directors training
program within the timeframe specified in the
Code.

There were no new appointments of CFO,
Company Secretary or Head of Internal Audit, or
any change in the terms and conditions of their
emplaoyment during the year.

The directars’ report for this year has been
prepared in compliance with the requirements
of the Code of Corporate Governance and fully
describes the salient matters required to be
disclosed.

The financial statements of the company were
duly endorsed by CEO and CFO before approval of
the board.

The directors, CEO and executives do not hold
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18.
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any interest in the shares of the company
other than that disclosed in the pattern of
shareholding,

The company has complied with all the corporate
and financial reporting requirements of the Code
of Corporate Governance.

The Board has formed an Audit Committee.

It comprises of three members, of whom

two are independent and one non-executive
director. The Chairman of the committee is an
independent director.

The meetings of the audit committee were held
at least once in every quarter prior to approval
of interim and final results of the company by
the board, as required by the Code. The terms
of reference of the committee are approved and
also circulated to the committee for compliance.

The board has formed an HR and Remuneration
Committee. It comprises three members,
including the chief executive. Two members

are non-executive directors out of which one

is an independent director. Chairman of the
committee is also a non-executive director.

The board has set up an effective internal

audit function. The members of the internal
audit department are suitably qualified and
experienced for the purpose and are conversant
with the policies and procedures of the company.

Statutory auditors of the company have
confirmed that they have been given a
satisfactory rating under the guality control
review programme of the Institute of Chartered
Accountants of Pakistan (ICAP) and that they
or any of the partners of the firm, their spouses
and minor children do not hold shares of the
company and that the firm and all its partners
are in compliance with International Federation
of Accountants (IFAC) guidelines on code of
ethics as adopted by the ICAP.

The statutory auditors or the persons associated
with them have not been appointed to

provide other services except in accordance

with the listing regulations and the auditors
have confirmed that they have observed IFAC
guidelines in this regard.

The 'closed periad’, prior to the announcement
of interim/final results, and business decisions,
which may materially affect the market price
of company's securities, was determined and
intimated to the directors, relevant employees
and stock exchanges.
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22. Material/price sensitive information has been
disseminated among all market participants at
once through stock exchanges.

23. We confirm that all other material principles
enshrined in the Code of Corporate Gavernance
have been complied with.

For and on behalf of the Board of Directors

=

5a7im Ullah Ghauri
Chief Executive

Lahaore
September 06, 2013
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Pattern of Shareholding

As at June 30, 2013

No. Of Shareholders From To Total
469 1 100 18,459
681 101 500 233,323
527 501 1,000 451,071

1,033 1,001 5,000 2,488,510
227 5,001 10,000 1,763,489
80 10,001 15,000 956,639
pavis 15,001 20,000 808,280
40 20,001 25,000 930,440
21 25,001 30,000 588,337
16 30,001 35,000 525,719
6 35,001 40,000 225,100
10 40,001 45,000 427,680
16 45,001 50,000 787,373
7 50,001 55,000 361,963
4 55,001 60,000 234,000
8 60,001 65,000 455,181
5 65,001 70,000 343,381
3 70,001 75,000 225,000
5 75,001 80,000 387,557
3 80,001 85,000 250,768
2 85,001 50,000 176,000
5 55,001 100,000 500,000
3 100,001 105,000 302,182
3 105,001 110,000 322,500
2 110,001 115,000 220,701
3 115,001 120,000 355,025
3 120,001 125,000 370,075
2 125,001 130,000 260,000

1 130,001 135,000 130977

1 135,001 140,000 138,000
3 145,001 150,000 448,000

1 150,001 155,000 150,160

1 155,001 160,000 159,000

1 165,001 170,000 167,000
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No. Of Shareholders From To Total
3 195,007 200,000 599,500
2 200,001 205,000 407,041
1 205,001 210,000 210,000
1 210,001 215,000 212,500
3 215,001 220,000 651,014
1 220,001 225,000 221,000
1 235,001 240,000 240,000
1 250,001 250,000 250,000
1 260,001 265,000 261,500
1 320,001 325,000 320,041
1 330,001 335,000 333,000
1 360,001 365,000 365,000
3 440,001 445,000 1,327,000
1 575,001 580,000 575,500
1 665,001 670,000 668,200
1 695,001 700,000 700,000
1 945,001 950,000 946,100
1 1,295,007 1,300,000 1,300,000
1 1,510,001 1,515,000 1,512,000
1 3,850,001 3,855,000 3,854,009
1 9,495,001 9,500,000 9,500,000
1 37,865,001 37,870,000 37,868408

3,265 78,571,703
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Information required as Per Code of
Corporate Governance

As at June 30, 2013

Number of Shares % of
Categories of Share Holders

Shareholders Held Capital

1 Directors, CEO & their Spouse and minor children:

Mr. Salim Ullah Ghauri 1 320,047 0.41

Mr. Naeem Ullah Ghauri 1 509 0.00

Mr. Najeeb Ullah Ghauri 1 1,009 0.00

Mr. Shahid Javed Burki 1 51,604 0.07

Mr. Vaseem Anvar 1 500 0.00

Mr. Omer Shahab Ghauri 1 509 0.00

Mr. Fida Hussain 1 500 0.00 374,672
2 Holding Company

NetSol Technologies Inc. 1 51,222,417 65.19 51,222,417
3 Banks, DFI & NBFI 3 874,000 1.1 874,000
4 Public Sector Cos. & Corporation 65 3874,108 4.93 3,874,108
5 Mutual Funds and Trust

Funds 7 1,646,990 2.10 1,646,990

Trust 3 236,601 0.30 236,601
6 Insurance Companies

Premier Insurance Limited. 1 30,000 0.04

Askari General Insurance Co. Ltd. 1 444,320 0.06

State Life Insurance Corp. of Pakistan 1 215,704 0.27 290,024
7 Investment Companies 1 2,384 0.00 2,884
8 General Public

Local 3,175 20,050,007 2552 20,050,007

Total 3,265 100 78,571,703

Detail of Purchase/ Sale of shares by CEQ, Director, CFO, Company Secretary, their spouses and minor children
during the FY 2013

No trade in the shares of the Company was carried out by the CEOQ, Directors, CFO, Company Secretary, their
spouses and minor children except the following:

1. Mr. Salim Ullah Ghauri, CEQ of the Company purchased 117,000 shares during the year

2. Mr. Naeem Ullah Ghauri, Director/Chairman of the Company gifted 500 shares to Mr. Fida Hussain
during the year
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KABANI & COMPANY

CHARTERED ACCOUNTANTS

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of NetSol Technologies Limited (“the Company”) as at June 30,
2013 and the related profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof, for the year then ended and we
state that we have obtainéd all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control,
and prepare and present the above said statements in conformity with the approved accounting standards and
the requirements of the Companies Ordinance, 1984. Our reésponsibility i to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the above said
statements are free of any material misstatement. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting paolicies and significant estimates made by management, as well as, evaluating the overall
presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

(a) in our opinion, proper books of accounts have been kept by the Company as required by the
Companies Ordinance, 1984;

(b) in our opinion:
(i) the balance sheet and profit and loss account together with the notes thereon have been

drawn up in conformity with the Companies Ordinance, 1984, and are in agreement with the
books of accounts and are further in accordance with accounting pelicies coensistently
applied;

(i) the expenditure incurred during the year was for the purpose of the Company’s business; and

(i) the business conducted, investments made and the expenditure incurred during the year
were in accordance with the objects of the Company;

[} in our opinion and to the best of our information and according to the explanations given to us, the
balance sheet, profit and loss account, statement of comprehensive income, cash flow statement and
statement of changes in equity together with the notes forming part thereof conform with approved
accounting standards as applicable in Pakistan, and, give the information required by the Companies
Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of
the Company’s affairs as at June 30, 2013 and of the profit, total comprehensive income, its cash flows
and changes in equity for the year then ended; and

id) In our epinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVill of
1980).
kf.t-« € Compy,
September 06, 2013 Kabani & Company
Lahore. Chartered Accountants
Muhammad Yousaf

Email: info@kabanico.com.pk, www. kabanlco.com,pk
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Balance Sheet

As at June 30, 2013

2013 2012
NOTE .
Rupees in '000'

ASSETS
NON-CURRENT ASSETS
Property & equipment 5 1,894,191 1,361,923
Intangible assets 6 2,873,958 2,501,052

4,768,149 3862975
Deferred employee compensation expense 7 - 54
Long term investments 15,188 15,188

4,783,337 3878217
CURRENT ASSETS
Trade debts S 965,741 821,213
Current portion of deferred

employee compensation expense 7 54 696

Excess of revenue over billing 10 864,465 926,801
Loans and advances 11 22,211 43,920
Trade depasits & short term prepayments 12 14,940 9,589
Other receivables 13 25,870 31,304
Due from related parties 14 14,571 25112
Short term investment 15 = -
Taxation 71,702 57,954
Cash & bank balances 16 305,571 130,255

2,285,125 2,046,844
TOTAL ASSETS 7,068,462 5,925,061
The annexed notes from 1 to 47 form an integral part of these financial statements.
Chief Executive Officer Director
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2013 2012
NOTE .

Rupees in '000'
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 17 1,500,000 1,500,000
Issued, subscribed and paid-up capital 17 785,717 779102
Share deposit money 13 13
Reserves 18 5,339,672 4175817

6,125,402 4,954,932

NON-CURRENT LIABILITIES
Long term financing 19 172,665 176,591
Liabilities against assets subject to finance lease 20 20,007 24,446
Deferred Income 21 59 338

192,731 201,075
CURRENT LIABILITIES
Trade and other payables 22 398,956 455,287
Excess of billing over revenue 23 57,723 27,028
Short term barrowings 24 200,000 200,000
Current portion of long term liabilities 25 76,889 72,684
Provision for taxation 16,761 14,055

750,329 769,054
CONTINGENCIES & COMMITMENTS 26 - -
TOTAL EQUITY AND LIABILITIES 7,068,462 5,925,061
The annexed notes from 1 to 47 form an integral part of these financial statements.
Chief Executive Officer Director

49
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Profit and Loss Account

For the year ended June 30, 2013

2013 2012
NOTE ,
Rupees in '000'

Revenue - Net 27 2,632,779 2,189,855

Cost of revenue 28 (1,087,478) (833,842)

Gross profit 1,545,301 1,356,013

Selling and promotion expenses 29 (120,317) (136,752)

Administrative expenses 30 (415,068) (341,773)

Other operating expenses 32 (23,892) (19,162)

Other income 33 185,137 81,413

Operating profit 1,171,161 939,739

Finance cost 34 (8847) (14,677)

Profit before taxation 1,162,314 925,062
Taxation

Current year 36 (2,706) (2,062)

Prior year - (1,576)

(2,706) (3638)

Profit after taxation for the year 1,159,608 921,424

The annexed notes from 1 to 47 form an integral part of these financial statements.

Chief Executive Officer

Director
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Statement of Comprenhensive Income

For the year ended June 30, 2013

2013 2012
NOTE ,
Rupees in '000'

Profit after taxation for the year 1,159,608 921,424

Other comprehensive income - -

Total comprehensive income for the year 1,159,608 921 424
Earnings per share

Basic - In Rupees 35 14.86 11.83

35 14.73 11.83

Diluted - In Rupees

The annexed notes from 1 to 47 form an integral part of these financial statements.

Chief Executive Officer

Director
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Statement of Cash Flows

For the year ended June 30, 2013

2013 2012
NOTE Rupees in '000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation for the year 1,162,314 925,062
Adjustments for non cash charges and other items:
Depreciation - own assets 220,807 178155
Amortization of leased assets 19,165 14,476
Amortization of intangible assets 107,936 85446
Loss on disposal of fixed assets 172 635
Amortization of deferred revenue (19) (11)
Exchange (gain) on debtars (115,455) (17,898)
Interest expense 7292 13312
Interest income (13,485) (3024)
Dividend income (39,608) (31,757)
Deferred employee compensation expense 696 1,339

187,501 240,673
Cash generated from operations 1,349815 1,165,735
before working capital changes
Decrease / (Increase) in current assets & liabilities
Trade debts 63,957 (433,790)
Loans and advances 21,709 (25,704)
Trade deposits & short term prepayments (5,351) 2,084
Other receivables 5434 19,436
Due from related parties 10,541 (6,978)
Trade and other payables (48,659) (44,009)
Cash generated from / (used in) operations 47,631 (488961)
Interest paid (43,409) (39,078)
Income taxes paid (13,748) (11,215)
Dividend paid = (34)
Net cash generated from operations 1,340,289 626,447
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipment purchased (620,070) (182,958)
Sales proceeds of fixed assets 14,248 23,705
Intangible assets (471,477) (505,520)
Capital work in progress (146,412) (131,950)
Interest received 12,428 2,646
Dividend received 39,608 31,757
Net cash (used in) investing activities (1,171,675) (762,320)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 6,615 -
Share premium 4,247 -
Paid against abligation under finance lease (34,839) (21,518)
Received against obligation under finance lease 34,605 27,529
Long term payable (3.926) 66,259
Net cash generated from financing activities 6,702 72,270
Net increase / (decrease) in cash and cash equivalents 175316 (63,603)
Cash and cash equivalents at the beginning of the year 130,255 193858
Cash and cash equivalents at the end of the year 16 305,571 130,255

The annexed notes from 1 to 47 form an integral part of these financial statements.

Chief Executive Officer

Director
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Statement of Changes in Equity

For the year ended June 30, 2013
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Issued Employee Capital Revenue Total
! Share . R R
subscribed deposit share option eserve eserve
and pgld—up money compensation Share Unapprop_—
capital reserve premium  riated profit
RupeesIn'000

Balance as at June 30, 2011 779102 13 6,426 273016 2,974,951 4,033,508
Total comprehensive income for the year
Net profit for the year ended

June 30,2012 - - - - 921,424 921,424
Other comprehensive income - - - - - -

- - - - 921,424 921,424

Balance as at June 30, 2012 779,102 13 6,426 273016 3896,375 4,954,532
Balance as at June 30, 2012 779102 13 6,426 273016 3896375 4,954,932
Total comprehensive income for the year
Net profit for the year ended

June 30,2013 - - - - 1159608 1,159,608
Other comprehensive income - - - - - -

- - - - 1159608 1,159,608

Shares issued against options
exercised (661,500 shares at Rs. 10
each) 6615 - - - - 6,615
Transferred to Share premium on
exercise of aptions (661,500 options at
Rs. 1.48) - - (977) - - (977)
Share premium on shares issued
against options exercised - - - 5224 - 5,224
Balance as at June 30, 2013 785,717 13 5449 278240 5055983 6,125,402

The annexed notes from 1 to 47 form an integral part of these financial statements.

Chief Executive Officer

Director

53
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Notes

to the Accounts

For the year ended June 30, 2013

1. LEGAL STATUS AND NATURE OF BUSINESS

NetSol Technologies Limited (“the Company") incorporated in Pakistan on August 22, 1996 under
the Companies Ordinance, 1984 as a private company limited by shares was later on converted into
public limited company on November 05, 2004. The Company was listed on Karachi Stack Exchange

on Augu

st 26, 2005 and subsequently also got listed on Lahore Stock Exchange and Islamabad Stock

Exchange.. The business of the Company is development and sale of computer software and its
related services in Pakistan as well as abroad. The registered office of the Company is situated NetSal
IT Village, Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan.

The com

pany is a subsidiary of NetSol Technologies Inc., USA.

2. BASIS OF PREPARATION

2.1

2.2

23

2.4

25

Separate financial statements

These financial statements are separate financial statements of the company. Consolidated
financial statements of the company are prepared separately.

Statement of compliance

These financial statements have been prepared in accordance with the requirements of
the Companies Ordinance, 1984 (the Ordinance) and approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International
Financial Reporting Standards issued by the International Accounting Standards Board as
notified under the pravisions of the Ordinance. Wherever the requirements of the Ordinance
or directives issued by the Securities and Exchange Commission of Pakistan (the SECP) differ
with the requirements of these standards, requirements of the Ordinance or the requirements
of the said directives take precedence.

Basis of measurement

These financial statements have been prepared under the histarical cost convention, except
for revaluation of certain financial instruments at fair value as disclosed in respective
accounting notes.

Functional and presentation currency

These financial statements are presented in Pak Rupee, which is the Company's functional
currency. All financial information presented in Pak Rupee has been rounded to the nearest
thousand unless stated otherwise.

Changes in accounting policies

During the current vear, the Group has adopted the following new and amended IFRSs as of
July 01,2012 which has resulted in extended disclosures as described below.

(i) IAS 1 Presentation of Financial Statements (Amendments) [ effective July 1,2012 ]

IAS 1 (Amendments), ‘Presentation of Financial Statements'require an entity to group
items presented in Other Comprehensive Income based on whether they are potentially
reclassifiable to profit or loss subsequently. I.e. those that might be reclassified and those that
will not be reclassified. The amendments also require tax associated with items presented
before tax to be shown separately for each of the two groups of Other Comprehensive Income
items (without changing the option to present items of Other Comprehensive Income either
before tax or net of tax).
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Standards and interpretations that became effective but not relevant to the Company

The following standards (revised or amended) and interpretations became effective for
the current financial year but either not relevant or do not have any material effect on the
financial statements of the Company:

IAS 1 Presentation of Financial Statements (Amendments)
IAS 12 Income Taxes (Amendments)

Standards and interpretations issued but not yet effective for the current financial year

Effective for periods
beginning on or after

IFRS 1 First-time Adoption of Financial Reporting Standards
IFRS 7 Financial Instruments: Disclosures Jan-01 2013
IFRS 9 Financial Instruments Jan-01 2015
IFRS 10 Consolidated Financial Statements Jan-01 2013
IFRS 11 Joint Arrangements Jan-01 2013
IFRS 12 Disclosure of Interests in Other Entities Jan-01 2013
IFRS 13 Fair Value Measurement Jan-01 2013
IAS 16 Property, Plant and Equipment Jan-01 2013
IAS 19 Employee Benefits (Amendments) Jan-01 2013
IAS 27 Separate Financial Statements (Amendments) Jan-01 2013
IAS 28 Investments in Associates and Jaint Ventures (Amendments) Jan-01 2013
IAS 32 Financial Instruments: Presentation - Classification of Rights Issues Jan-01 2013
(Amendments)
IAS 36 Impairment of Assets (Amendments) Jan-01 2013
IAS 39 Financial Instruments: Recognition and Measurement Jan-01 2014
(Amendments)
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine Jan-01 2013
IFRIC 21 Levies Jan-01 2013

The Company expects that the adoption of the above revisions, amendments and
interpretations of the Standards will not affect the Company’s financial statements except
enhanced disclosures.
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USE OF ESTIMATES AND JUDGMENT

The preparation of financial statements in conformity with approved accounting standards, as
applicable in Pakistan, requires the management to make judgments, estimates and assumptions
that affect the application of policies and the reported amounts of assets and liabilities, income and
expenses.

The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of which form the basis
of making judgments about the carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of revision and future periods if the revision affects both current and future
periods.

The areas involving higher degree of judgement or complexity are as follows:

I Provision for doubtful debts

ii.  Provision for taxation

iii. Usefullife of depreciable assets
iv. Usefullife of intangible assets

v. Contingencies
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
4.1 Property and equipment

(i) Owned assets

Property and equipment except for free hold land are stated at cost less accumulated
depreciation and any impairment losses. Free hold land is stated at cost less any identified
impairment loss.

Depreciation is charged by applying reducing balance method to write off the cost aver the
remaining useful life of the assets. Rates of depreciation are stated in note 5.

Depreciation on additions to property and equipment is charged for the month in which an
asset is acquired or capitalized while no depreciation is charged for the month in which the
asset is disposed off.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably.

Maintenance and normal repairs are charged to profit and loss account as and when incurred.
Major repairs and improvements are capitalized.

The carrying amount of property and equipment is removed from the balance sheet upon
scrapping or disposal or when no future economic benefit is expected from its use, scrapping
or disposal.

Gain or loss on scrapping or disposal of assets, if any, is charged to profit and loss account.
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(i) Assets subject to finance lease

Assets acquired under finance leases are capitalized and are stated at lower of present value
of minimum lease payments under the lease agreements and the fair value of the assets.
The related obligations of the leases are accounted for as current and non-current liabilities.
Leasing payments are recognized as interest and repayment of liability.

Assets acquired under finance lease are amortized over the useful life of the assets using
reducing balance method at the rates given in note 5.

Amortization on additions is charged for the month in which an asset is acquired under the
finance lease while no amortization is charged for the month in which the asset is disposed
off.

(iii) Capital work in progress

Capital work in progress is stated at cost less any identified impairment losses. It represents
expenditure incurred on property and equipment during construction and installation. Cost
also includes applicable borrowing costs. These expenditures are transferred to relevant
assets' category as and when assets are available for use.

Intangible assets
Research and software products development

Research costs are expensed as incurred. Software product development costs are expensed
as incurred unless technical and commercial feasibility of the project is demonstrated, it
is probable that future economic benefits will flow to the Company, the Company has an
intention and ability to complete and use or sell the software and cost can be measured
reliably.

There are twa components of intangible assets:

a. In-house developed intangible assets
b. Intangible assets acquired from market

(a) In-house developed intangible assets

The Company capitalizes certain computer software development costs in accordance with
IAS 38 Intangible Assets. Costs incurred internally to create a computer software product or
to develop an enhancement to an existing product are charged to expense when incurred as
research and development expense until technological feasibility for the respective product is
established. Thereafter, all software development costs are capitalized and reported at the
lower of unamortized cost or net realizable value. Capitalization ceases when the product or
enhancement is available for general release to customers.

Amortization is charged on straight line basis over the useful life of the intangible assets.
All intangible assets with an indefinite useful life are tested for impairment at each balance
sheet date.
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4.3

4.4

4.5

(b) Intangible assets acquired from market

Intangible assets acquired from market are stated at cost less accumulated amortization and
impairment losses, if any.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. All other
expenses are charged to profit and loss account when they occur.

Amortization is charged by applying reducing balance method to write off the cost aver the
remaining useful life of the intangible assets unless such lives are indefinite. All intangible
assets with an indefinite useful life are tested for impairment at each balance sheet date.
Amortization on additions to acquired intangible assets is charged for the month in which
an asset is acquired while no amortization is charged for the month in which the asset is
disposed off. Rates of amortization are stated in note 5.

Impairment

The Company continually assesses at each balance sheet date whether there is any
indication that an asset may be impaired. If such indication exists, the carrying amounts of
such assets are reviewed to assess whether they are recorded in excess of their recoverable
amount. Where carrying values exceed the respective recoverable amount, assets are written
down to their recoverable amounts and the resulting impairment loss is recognized in profit
and loss account for the year. The recoverable amount is the higher of an assets' fair value
less costs to sell and value in use. Where an impairment loss is recognized, the depreciation
charge is adjusted in the future periods to allocate the assets' revised carrying amount over its
estimated useful life.

Foreign currency translation

Transactions denominated in foreign currencies are translated in Pak Rupees at the foreign
exchange rate prevailing at the date of transaction. Monetary assets and liabilities in foreign
currencies are translated into Pak Rupees at the foreign exchange rates prevailing at the
balance sheet date. Non-monetary assets and liabilities measured at historical cost are
translated at the exchange rate prevailing at the date of the transaction. Non-monetary
assets and liabilities denominated in foreign currencies that are stated at fair value are
translated at the exchange rate prevailing at the date when fair values were determined. All
exchange differences are charged to profit and loss account.

Staff benefits
(i) Retirement benefits

The Company operates a defined contributory provident fund for all its permanent employees.
Contributions are made equally by the Company and the employee in the provident fund on
monthly basis. Company's contribution is recognized as a cost in the profit and loss account.
The fund is administrated by the Trustees.

(ii) Short-term benefits

Short-term benefits to employees are calculated without discounting and are recognized as
cost when related services are received.
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(iii) Employees’ share option scheme

The company operates an equity settled share based Employee' Share Option Scheme
("Scheme"). At the grant date of share options ("Options") to the employees, the company
initially recognizes "Deferred Employee Compensation Expense" with corresponding credit to
equity as "Deferred Employee Compensation Reserve" at the fair value of option at the grant
date. The fair value of options determined at the grant date is recognized as an employee
compensation expense on a straight line basis over the vesting period. Fair value of options is
arrived at using Black Scholes pricing model.

When an unvested option lapses by virtue of an employee not conforming to the vesting
conditions after recognition of an employee compensation expense in profit or loss, employee
compensation expense in profit or loss will be reversed equal to the amortized portion with a
corresponding effect to deferred employee compensation reserve in the balance sheet. When
a vested option lapses on expiry of the exercise period, employee compensation expense
already recognized in the profit or loss is reversed with a corresponding reduction to deferred
employee compensation reserve in the balance sheet. When the aptions are exercised,
deferred employee compensation reserve relating to these options is transferred to share
capital and share premium account. An amount equivalent to the face value of related shares
Is transferred to share capital. Any amount over and above the share capital is transferred to
share premium account.

Taxation

Provision for current tax is based on taxable income for the year determined in accordance
with the prevailing law for taxation of income. The charge for tax on income is calculated at
the current rates of taxation as applicable after taking into account tax credit and tax rebates
available, if any. Income tax expense is recognized in profit and loss account except to the
extent that it relates to items recognized directly in equity, in which case it is recognized in
equity.

Creditors, accruals and provisions

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of
the consideration to be paid in future for the goods and / or services received, whether or not
billed to the Company.

Provisions are recognized when the Company has a present legal or constructive obligation as
a result of past events and, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and reliable estimate of the amount can be
made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current
best estimate.

Trade debts

Trade debts from local customers are stated at cost while foreign debtors are stated at re-
valued amount by applying exchange rate applicable on balance sheet date. An estimate is
made for doubtful receivables when collection of amount is not probable and the amount of
trade debts is reduced by such provision. Debts considered irrecoverable are written off.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and at current or saving accounts
held with banks, fixed deposits and short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes
in value. These also include facilities of running finance that form an integral part of the
Company's cash management.
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4.11

4,12

Revenue recognition
(i) License sale

The Company recognizes revenue from license contracts without major customization when a
non-cancellable, non-contingent license agreement has been signed, delivery of the software
has occurred, fee is fixed or determinable, and collectability is probable.

Revenue from sale of license with major customization, modification, and development is
recognized on percentage of completion basis.

(ii) Rendering of services

Revenue from software services is recognized in accordance with the percentage of
completion method. An output measure i.e. Unit Completion Method is used to determine
the percentage of completion. Unit completed are certified by both the Chief Financial Officer
and the Head of Software Engineering Research and Development.

(iii) Maintenance
Revenue from maintenance is recognized on time proportion basis.
(iv) Sale of hardware and third party software

Revenue from sale of hardware and third party software is recognized when delivery has
occurred and invoices are raised to customers.

The Company's revenue recognition policies are in compliance with all applicable accounting
regulations including IAS 18 "Revenue”.

(v) Miscellaneous

Interest on bank deposits is recognized on a time proportion basis on the principal amount
outstanding and at the rate applicable.

Gains or losses resulting from re-measurement of investment at fair value through profit or
loss are recognized in the profit and loss account.

Rental income is recagnized on time proportion basis.

Dividend income is recognized as income when the right of receipt is established.
Miscellaneous income is recognized on receipt basis.

Borrowing costs

Borrowing costs directly attributable faor the construction /acquisition of qualifying assets
are capitalized up to the date, including the period when technical and administrative work is
carried on, the respective assets are available for the intended use. All other mark-up, interest
and other related charges are taken to the profit and loss account currently. Qualifying assets
are assets that necessarily take substantial period of time to get ready for their intended use.

Off-setting of financial asset and liability

Financial assets and liabilities are offset and the net amount is reported in the financial
statements only when there is legally enforceable right to set-off the recognized amount and
the Company intends either to settle on a net basis, or to realize the assets and to settle the
liabilities simultaneously.
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Financial instruments
(i) Financial assets

All financial assets have been stated in accordance with the requirements of IAS-39 (Financial
Instruments: Recognition and Measurement). Financial assets and liabilities are recognised
when the Company becomes a party to the contractual provisions of the instrument.
Financial assets are initially recognized at cost, which is the fair value of the consideration
given at initial recognition. Subsequent to initial recognition, financial assets are carried at fair
value except far any financial assets whose fair value cannot be estimated reliably. Financial
assets are derecognized when the Company loses control of the contractual rights that
comprises the financial asset.

The Company classifies its financial assets in the following categories: held to maturity
investments, loans and receivables, available for sale investments and investments at fair
value through profit or loss. The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification of its financial assets at
initial recognition. Regular purchases and sales of financial assets are recognized on the trade
date, the date on which the Company commits to purchase or sell the asset.

(a) Held to maturity investments

Investments with fixed payments and maturity that the Company has the intent and ability
to hold to maturity are classified as held to maturity investments and are carried at amortised
cost less impairment losses. These are classified as current and nan-current assets in
accordance with criteria set out by IFRSs.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables are initially
measured at fair value plus directly attributable transaction casts. After initial measurement
loans and receivables are subsequently measured at amortised cost using the effective
interest rate method less any impairment. These are classified as current and non-current
assets in accordance with criteria set out by IFRSs.

(c) Available for sale investments

Available for sale financial assets are non derivatives that are either designated in this
category or not classified in any of the other categories. They are included in non current
assets unless management intends to dispose of the investment within twelve months of the
balance sheet date.

Available for sale investments are initially recognized at cost and carried at fair value at
the balance sheet date. Fair value of a quoted investment is determined in relation to
its market value (current bid prices) at the balance sheet date. If the market for a financial
asset is not active (and for unlisted securities), the Company establishes fair value by using
valuation technigues. Adjustment arising from re-measurement of investment to fair value is
recorded in other comprehensive income and taken to profit and loss account on disposal of
investment or when the investment is determined to be impaired.
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(d) Financial assets at fair value through profit or loss

This category consists of two subcategories: (i) financial assets held for trading and (i) financial
assets that the company initially chooses to put in this category. A financial asset is classified
as held far trading if it is acquired with the aim of being sold in the shart term. Assets in
this category are measured cantinually at fair value, and the changes in value are recognized
directly in the profit and loss account.

(ii) Financial liabilities

All financial liabilities have been stated in accordance with the requirements of IAS-39
(Financial Instruments: Recognition and Measurement). Financial liabilities are recognized
when the Company becomes a party to the contractual provisions of the instrument. All
financial liabilities are initially recognized at cost, which is the fair value of the consideration
received at initial recagnition. Subsequent to initial recognition financial liabilities are carried
at fair value, amortized cost or cost as the case may be. Financial liabilities are removed from
the balance sheet when the obligation is extinguished, discharged, cancelled or expired. Any
gain or loss on subsequent re-measurement or derecognizing is included in the profit and loss
account for the period in which it arises.

Investment in subsidiary

Investment in subsidiary is stated at cost less any impairment losses.

Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the financial statements in the period
in which these are approved.

Leasing
(i) Operating Leases

Leases where a significant portion of the risk and rewards of ownership are retained by the
lessar are classified as operating lease. Expenses for operating leases are recognized in the
profit and loss account over the leasing period on a straight-line basis. Variable expenses are
recognized in the periods when they arise.

(ii) Finance Leases

Finance leases transfers to the Company substantially all the risks and rewards incidental to
ownership of the leased assets. The minimum lease payments are divided between interest
costs and repayment of the outstanding liability. Interest costs are distributed over the period
of the lease so that each accounting period includes an amount corresponding to a fixed interest
rate for the liability recognized in each period. Variable payments are recognized in the periods
when they arise.

Related party transactions

The Company enters into transactions with related parties on an arm's length basis. Prices for
transactions with related parties are determined using admissible valuation methads, except in
extremely rare circumstances where, subject to approval of the Board of Directors, it is in the
interest of the Company to do so.
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The fair value of financial instruments that are actively traded in organised financial markets is
determined but reference to quoted market bid prices at the close of business on the balance
sheet date. Where there is no active market, fair value is determined using valuation techniques.
Such technigues include using recent arm's length market transaction; reference to the current
market value of another instrument, which has substantially similar characteristics, discounted
cash flow analysis or other valuation models.
2013 2012
Rupees in ‘000
5.  PROPERTY & EQUIPMENT
Net book value of owned assets 5.1 1,319,036 915,786
Net book value of leased assets 5.4 71,272 63,097
Capital work in progress 5.6 503,883 383,040
1,894,191 1,361,923
5.1 Following is the statement of Owned assets
2013
cosT DEPRECIATION Net book
As at Additions As at Rate As at Adjustment Charge for the As at value as at
Particulars Jul 01, / Jun 30, ° Jul 01, during gear Jun 30, Jun 30,
2012 (Deletions) 2013 : 2012 the year v 2013 2013
RupeesIn'000'
Tangible Assets
Land - freehold 193,158 55,071 248229 - - - - 248229
Building on 201,585 39,722 241307 5 68,180 - 7,67 75,347 165960
freehold land
Furniture & fixture 18,762 5801 20937 10 4,956 - 1,536 5,327 15610
(3626) (1,165)
Vehicles 42,769 19519 49950 20 225588 5,331 4,458 28372 21,578
(12:338) (4,005)
Office equipment 16,609 5685 22294 10 5825 - 1,318 7,143 15,151
Computers 571315 247,641 812598  20- 255,362 - 106,318 356,541 456,057
(6,358) 33 (5139)
Air conditioners 6,449 2,330 8779 10 2,241 = 508 2,749 6,030
Electric fittings 1118 - 1,118 10 636 - 48 684 434
Generator 17,012 9,705 24217 10 6829 - 1374 6734 17,483
(2:500) (1,469)
Intangible Assets
Computer software 417,173 265577 682750 33 203547 = 106,699 310246 372504
1,485950 651051 2112179 570,164 5,331 229426 793143 1319036
(24,822) (11,778)
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2012
CosT DEPRECIATION Net book
As at Additions As at Rat As at Adjustment th for th As at value as at
Particulars Julot, / Jun 30, &} € Julo1, during argveeafr f un3o, Jun 30,
2011 (Deletions) 2012 0 2011 the period 2012 2012
RupeesIn'000'
Tangible Assets
Land - freehold 193,158 - 193,158 - - - 193,158
Building on 201,585 - 201,585 5 61,159 7,021 68,180 133405
freehold land
Furniture & fixture 18470 646 18,762 10 3,591 - 1,521 4,956 13306
(354) (156)
Vehicles 51052 10,380 42,769 20 20,781 2210 4,508 22,588 20,181
(18663) (4,911)
Office equipment 14,950 1,659 16,609 10 4,702 - 1123 5825 10,784
Computers 560,164 31,959 571,315 20 - 176,840 - 89,307 255,362 315953
(20,808) 33 (10,785)
Air conditioners 6,663 348 6,449 10 2012 471 2,241 4,208
(562) (242)
Electric fittings 1,118 - 1,118 10 582 - 54 636 482
Generator 10972 6,040 17,012 10 4515 1633 681 6829 10183
Intangible Assets
Computer software 305,342 111,831 417173 33 122,797 80,750 203,547 213626
1363474 162,863 1,485,950 396,979 3843 185436 570,164 915,786
(40,387) (16,094)
2013 2012
Rupees in '000
5.2 Depreciation is allocated in the following manner
Cost of revenue 28 163,450 131914
Administrative expenses 30 57,357 46,241
Intangible assets 8619 7,281
229,426 185,436
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5.3 The detail of operating assets disposed off during the year are as follows
Particulars Cost ACF' . Net Book Sales Proceeds Mode of Disposal Particulars of Purchaser
Depreciation Value
Furniture & fixture 423 220 203 110 Negotiation Asad Khan
Furniture & fixture 3,203 945 2,258 352 Negotiation Malik Nadeem
Vehicle 4,543 2,334 2,209 3,000 Negotiation Faheem Khalid
Vehicle 1,700 85 1615 1,700 Negotiation Bank Alfalah
Vehicle 1,700 28 1672 1,700 Negotiation Bank Alfalah
Vehicle 707 464 243 388 Company Policy Hamid Khan
Vehicle 1,250 1,053 197 1450 Insurance company EFU Insurance
Vehicle 2,438 41 2397 2,438 Sale and lease back First Habib Modaraba
Computers 6,358 5,139 1219 505 Negotiation Malik Nadeem
Generator 2,500 1,469 1031 1,000 Negotiation Power Solutions
Leased
Vehicle 1625 290 1335 1,605 Insurance company Askari General Insurance
2013 26,447 12,068 14,379 14,248
2012 40,387 16,094 24,293 23,705
5.4 Following is statement of leased assets
2013
cosT DEPRECIATION Net book
As at Additions As at As at Adjustment As at value as at
Particulars Julot, / jun3o, | Rate Julot, during Char%/%;?r thel  jun3o, Jun 30,
2012 (Deletions) 2013 2012 the year 2013 2013
RupeesIn'000'
Vehicles 42,447 29,631 59,939 20 9,937 = 9,407 13,724 46,215
(12139) (5,620)
Office equipment 96 - 96 10 14 - 8 22 74
Computers 40,835 4,974 45809 20-33 10,330 = 10,496 20,826 24,983
83,378 34,605 105,844 20,281 = 19911 34,572 71272
(12139) (5620)
2012
cosT DEPRECIATION Net book
As at As at As at Adjustment As at value as at
Particulars Jul 01, (ASS\E;\JQ;S; Jun 30, Ri}te Julo1, during the Chargzgr the Jun 30, Jun 30,
20M 2012 ° 2011 period v 2012 2012
RupeesIn'000"
Vehicles 35728 11,262 42,447 20 5,590 (2,211) 6,558 9,937 32510
(4,543)
Computers 21419 19416 40835  20-33 2,259 - 8071 10,330 30,505
Office equipment 9% - 96 10 5 9 4 82
Generator 6,040 - - 10 1,188 (1,633) 4LL5 - -
(6,040)
63,283 30678 83,378 9,042 - 15,083 20,281 63,097
(10,583) (3844)
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2013 2012
Rupees in '000

5.5 Amortization is allocated in the following manner
Cost of revenue 28 14,186 10,587
Administrative expenses 30 4979 3,839
Intangible assets 746 607
19,911 15,083
5.6 Capital work-in-progress
Building and civil work 562&56.3 503,883 330517
Advances 56.4 - 52523
503,883 383,040
5.6.1 The movement in capital work-in-progress during the year is as
under:
Opening Balance 383,040 219,797
Additions during the vear 175,914 163,243
Transfer to owned assets (55,071)
Closing balance 503,883 383,040

56.2 Extension of existing building is under construction. The Company has decided to finish this project
into two phases. The first phase was completed by the end of fiscal year 2012 and the second is in
progress.

5.6.3 During the year borrowing cost amounting to Rs. 29.502 million using capitalisation rate of 12.13%
pa (June 2012 : Rs. 31.293 million using capitalisation rate 14.73% p.a) have been capitalized in the
capital work in progress pertaining to construction of building.

5.6.4 Thisis against the purchase of land under an agreement to sell.
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6. INTANGIBLE ASSETS
2013
cosT DEPRECIATION Net book
As at Additions As at As at Adjustment As at value as at
Particulars Jul 01, / Jun 30, R;te Jul 01, during C:ha;g?e;?r Jun 30, Jun 30,
2012 (Deletions) 2013 ’ 2012 the year Y 2013 2013
RupeesIn'000'
In-house Developed Software
NetSol Financial Suite 81,982 - 81,982 10 51,726 - 8,198 59,924 22,058
NFS - AMS Module 131,243 - 131,243 18 51,702 - 23,862 75,564 55,679
Knit Info System 4,342 - 4,342 10 4,342 - - 4,342 -
NetSol's Pay Soft 5596 - 5596 10 5596 - - 5596 -
LRMIS 71,826 - 71,826 10 29,329 - 7182 36,511 35315
SMART 137,149 - 137,149 10 41,145 - 13,715 54,860 82,289
Blue Star - CAP 212,410 = 212,410 10 33,632 = 21,241 54,873 157,537
Blue Star - WFS 337,383 - 337,383 10 11,245 33,738 44,983 292,399
Under Development
Fleet Management System (FMS) 764,082 218619 982,701 - - - - - 982,701
Blue Star 795,633 243,190 1,038823 - - - - - 1,038823
LSS 100,251 - 100,251 - - - - - 100,251
HMIS 28,683 4,078 32,761 - - - - - 32,761
Loan Origination System 28,596 5185 33,781 = = = = = 33,781
Business Intelligence 30,593 9,771 40,364 - - - - - 40,364
Scoring Model & Risk
Management
2,729,769 480,842 3,210,611 228,717 - 107,936 336,653 2,873,958
2012
Cost AMORTISATION Net book
As at Additions As at As at Adjustment As at value as at
Particulars Jul-01 / Jun-30 R?te Jul-01 during the Charge for Jun-30 Jun-30
2011 (Deletions) 2012 ' 2011 d the year 2012 2012
perio
Rupees|In'000'
In-house Developed Software
NetSol Financial Suite 81,982 - 81,982 10 43527 - 8199 51,726 30,256
NFS - AMS Module 131,243 - 131,243 18 27839 - 23863 51,702 79541
Knit Info System 4,362 - 4,362 10 4,362 - - 4,362 -
NetSol's Pay Soft 5596 - 5596 10 5596 - - 5596 -
LRMIS 71826 - 71826 10 22,146 - 7183 29329 42,497
SMART 137,149 - 137,149 10 27,430 - 13,715 41145 96,004
Blue Star - CAP 212410 - 212410 10 12,391 - 21,241 33632 178778
Blue Star - WFS - 337,383 337,383 10 - - 11,245 11,245 326138
Under Development
Fleet Management System (FMS) 560,559 203523 764,082 - - - - - 764,082
Blue Star 839336 293680 795633 - - - - - 795633
(337,383) - - - - -
LSS 100,251 - 100,251 - - - - - 100,251
HMIS 24,467 4,216 28683 - - - - - 28683
Loan Origination System 24,921 3675 2859% - - - - - 2859
Business Intelligence 22,280 8313 30,593 - - - - - 30,593
Scoring Model & Risk
Management
2,216,362 513,407 2,729,769 143,271 - 85,446 228,717 2,501,052

6/
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2013 2012
Rupees in '000'

6.1 Amortization is allocated in the following manner
Cost of revenue 28 107,936 85,446

7. DEFERRED EMPLOYEE COMPENSATION EXPENSE

Balance as at the beginning of the year 750 2,089
Fair value of options issued during the year - -
Options lapsed due to employee resignation - -

Amortisation for the year (696) (1,339)
Balance as at the end of the year 54 750
Current portion shown under current assets (54) (696)
Long term portion of deferred employee compensation expense = 54

The Company uses Black Scholes pricing model to determine the fair value of options at the grant date.
The fair value of the options as per model used and underlying assumptions are as follows.

Total number of options granted 4,350,000
Per option fair value at the grant date Rs. 1.48
Average 30 days per share price preceding the date of grant Rs. 26.80
Exercise price per option Rs. 16.42
Annual volatility 64.82%
2013 2012

No of options

Options outstanding at the beginning of the year 4,350,000 4,350,000
Options issued during the year = -
Options lapsed during the year - -
Options exercised during the year (661,500) -

Options outstanding at the end of the year 3,688,500 4,350,000

7.1 Employee Stock Option Scheme

After getting approval of the Employee Stock Option Scheme from the Securities and Exchange
Commissian of Pakistan, the board and the compensation committee granted 4.35 million stock
options to its care team of employees on August 01, 2009 at a grant price of Rs. 16.42 per
option. No Amount is paid or payable by employee on receipt of the option. No option carry the
right to vote or dividend. According to the scheme, 40% of the options became exercisable after
completion of 12 months from date of grant, 30% of the granted option became exercisable
after completion of 24 months from the grant date and 20% of the granted option will become
exercisable after completion of 36 months from the grant date. The balance of 10% of the granted
option will become exercisable after completion of eighty four months from the grant date. The
options will lapse after 10 years of grant date if not exercised. Main purpose is to incentivize core
team of employees from retention point of view because in IT industry, it is the human resources
which is bread and butter earner for any company.
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2013 2012
Rupees in ‘000

8.  LONG TERM INVESTMENTS - at cost
NetSol Innovation (Private) Limited (Unquoted subsidiary company) 15,188 15,188
8.1 The subsidiary is incorporated in Pakistan. The Company holds 1,518,785 (June 2012 : 1,518,785)
fully paid ordinary shares of Rs. 10/- each i.e. 50.52% of Equity held (June 2012 :50.52%). Based
on audited accounts for the year ended June 30, 2013, break-up value per shareis Rs. 78.45 (June
2012 :Rs. 68.34).
8.2 Mr. Salim Ullah Ghauriis the Chief Executive Officer of the subsidiary company.
9. TRADE DEBTS
Considered good - unsecured 9.2 965,741 821,213
Considered doubtful - unsecured 9.3 80,610 80610
1,046,351 501823
Less: Pravision against doubtful recovery (80,610) (80,610)
965,741 821,213
9.1 The related parties included in trade debts are as under:
Atheeb NetSal Saudi Company Limited 15,544 -
Atheeb Intergraph Saudi Company Limited = 10671
NetSol Technologies (Beijing) Company Limited 82,521 -
98,065 10671
9.2 It represents amount receivable from customers. It is unsecured but considered good by the
management.
9.3 The Company has created a general provision for future doubtful debts, if any. However, there is
no history of doubtful debts from any of existing customers.
9.4 The aging of trade debts at June 30 is as follows:
2013 2012
Rupees in '000' Rupees in ‘000
Gross Impaired Gross Impaired
Not past due 201,710 - 324,583 -
Past due 1-180 days 767,502 = 543536 -
Past due 181 days -1 year 74,743 = 24,496 -
More than one year 2,396 = 9,203 -
Total 1,046,351 = 501823 -
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9.5 The aging of trade debts due from related parties at June 30 is as follows:
2013 2012
Rupees in '000' Rupees in ‘000

Gross Impaired Gross Impaired
Not past due 14,656 = - -
Past due 1-180 days 82,521 - - -
Past due 181 days -1 year 888 - 9923 -
More than one year = _ 748 -
Total 98,065 = 10671 -

Based on the past experience, cansideration of financial position, past track records and recoveries, the
Company believes that trade debtors past due up to one year do not require any impairment. Hence no
specific provision has been created.

10. EXCESS OF REVENUE OVER BILLING

It represents unbilled debtors arising due to recognition of revenue on the basis of percentage of
completion as per IAS 18 "Revenue”. It is unsecured but considered good by the management.

2013 2012
Rupees in '000'

11.  LOANS AND ADVANCES - Unsecured

Considered good

Loan to employees 2,308 883

Advances

- to executives 102 18

- against expenses 6,203 42,655

- against capital expenditure 13,598 364
22,211 43,920

12.  TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Security deposits 5,386 4,723
Prepayments 9,554 4,866
14,940 9,589

13.  OTHER RECEIVABLES

Guarantee margin 10,736 10,531
Sales tax refundable 3,011 238
Other receivable - considered good 12,123 20535

25,870 31,304
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14.  DUE FROM RELATED PARTIES
Associated
NetSol Connect (Private) Limited 2818 -
Vroozi Inc. - 19,751
Atheeb NetSal Saudi Company Limited 6,670 3,899
Subsidiary
NetSol Innovation (Private) Limited 4.2 5,083 1,462
14,571 25112
14.1 These relate to normal course of business of the Company and are interest free.
14.2  Theinterest at the rate of 6 months KIBOR+1.5% (June 2012 : 3 months KIBOR+1%) is chargeable
on this balance.
143  The maximum aggregate amount outstanding due from related party at the end of any month
during the year was Rs. 51.55 million (June 2012 : Rs. 36.61 million).
15.  SHORT TERM INVESTMENT
Investment at cost B 22,120
Provision against doubtful recovery - (22,120)
16. CASH AND BANK BALANCES
With banks
Saving accounts 16.1 92614 127546
Current accounts 54 57
Foreign currency current account 10,160 1,306
Term deposit 199,244 -
302,072 128909
In hand 3,499 1,346
305,571 130,255

16.1 The balances in savings accounts bear mark up which ranges from 5% to 9% per annum (June

2012 :5%to 9% per annum).

/1
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17.  SHARE CAPITAL
171 Authorised share capital
2013 2012 2013 2012
Number of shares Rupees in ‘000’
150,000000 150,000,000  Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
17.2  Issued, subscribed & paid-up capital
39,403,191 38,741,691  Ordinary Shares of Rs. 10 each 394,032 387,417
fully paid in cash
35,168,512 39,168512  Ordinary Shares of Rs. 10 each 391,685 391,685
issued as fully paid bonus shares
78571,703 77910,203 785,717 779,102

17.3  Owners of ordinary shares are entitled to distributions approved by the Company, and the
shareholding entitles the owners to vate at the general meetings, with one vote per share. All
shares have the same right ta Company's remaining net assets.

17.4  There are outstanding options granted to subscribe for ordinary shares of the Company granted
under the employee share option plan as disclosed in Note 7.

17.5 NetSal Technologies Inc. 24025, Park Sorrento, Suite 410 Calabasas CA 91302, is the parent
company holding 65.19% of issued share capital of the Company. No shares are held by any
other related party.

17.6  The Company is not subject to any externally imposed capital requirements for the financial
years 2012 and 2013.

2013 2012
Rupees in '000'
18.  RESERVES

Capital reserve

Premium on issue of ordinary shares 278,240 273016

Revenue reserve

Un - appropriated profit 5,055,983 3,896,375

Employee share option compensation reserve 181 5,449 6,426

5,339,672 4175817

18.1

EMPLOYEE SHARE OPTION COMPENSATION RESERVE

Balance as at the beginning of the year 6,426 6,426
Options issued during the year = -
Options lapsed due to employee resignation = -

Amount transferred to Capital reserve on exercise of options (977) -

Balance at the end of the year 5,449 6,426
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2013 2012
Rupees in '000'

19. LONG TERM FINANCING
Term finance - secured 191 &19.2 87,500 100,000
Loan from related party - unsecured 19.4 135,165 126,591
222,665 226,597
Current portion (50,000) (50,000)
172,665 176,591

19.1 The term finance - | facility is availed from Askari Bank Ltd up to Rs. 25 million (June 2012 : Rs.
50 million) to finance the construction of new building. It carries mark up at the rate of 6 months
Kibor +2.75%, payable in semi-annual instalments within a period of 5 years including one year
grace period. The first trench of loan was disbursed in December 2008. The current outstanding
balance is payable within the fiscal year 2014 and is shown under current maturity.

19.2  Another facility of term finance - Il is also available from Askari Bank Ltd up to Rs. 87.5 million (June
2012 :Rs. 100 million), availed Rs. 62.5 million (June 2012 : Rs. 50 million) to finance the construction
of new building. It carries mark up at the rate of 6 months Kibor + 2.75%, payable in semi-annual
instalments within a period of 5 years. The first trench of loan was disbursed in October 2011.

19.3  These facilities are secured by first exclusive charge of Rs. 580.8M over the land, building and
equipment of the Company.

19.4 This represent interest free loan of USD 1,339,589 (June 2012 : USD 1,339,589) from the holding
Caompany.

20. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 46,896 47,130
Less: Current portion of obligations shown under current liabilities (26,889) (22,684)
20,007 24,446

Present value of minimum lease payments have been discounted at an implicit interest rate ranging
between 11.09% to 14.98% (June 2012 : 14.01% to 14.98%) to arrive at their present value. The lessee has
the option to purchase the assets after expiry of the lease term. No financial restriction is imposed by
these lease arrangements.

The amount of future payments of the lease and the year in which these payments will become due are
as follows:

2013
Minimum Future  Present Value
Lease Finance of Lease
Payment Charges Liability
Nat later than one year 30,884 3,995 26,889
Later than one year but not later than five years 21,578 1,571 20,007

52,462 5,566 46,896

/3
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2012
Minimum Future  Present Value
Lease Finance of Lease
Payment Charges Liability
Nat later than one year 27,982 5,298 22,684
Later than one year but not later than five years 26,993 2,547 24,446
54,975 7,845 47,130
2013 2012

Rupees in '000'

21. DEFERRED INCOME
Opening balance 38 -
Addition during the year 40 49
78 49
Amortized during the year (19) (11)
Un amortized gain on sale and lease back transaction 59 38
This amount represents gain on sale and lease back of fixed assets. According to IAS 17 "Lease" this gain
is deferred and amortized over the lease term.
22. TRADE AND OTHER PAYABLES
Creditors 21,643 34446
Accrued liabilities 65,303 54,236
Interest accrued - secured 7,252 13867
Due to related parties 221 269,831 317,132
Withholding tax 3113 6,039
Provident fund payable 5,303 8,248
Unclaimed dividend 1,630 1,630
Other payables 24,881 19,689
398,956 455,287
221 DUE TO RELATED PARTIES
Parent
NetSol Technologies Inc. 2211 156,401 137,647
Associated
NetSol Consulting Services (Private) Limited 2211 - 1,662
NetSol Technologies Europe Limited 2211 105,249 161,400
NTPK (Thailand) Company Limited 2211 8,181 14,313
NetSol Technologies (Beijing) Company Limited 2211 = 1610
269,831 317,132
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2211 This relates to normal course of business of the Company and is interest free.

22.1.2  The maximum aggregate amount outstanding due to related party at the end of any
month during the year was Rs. 643.23 million (June 2012 : Rs. 463.25 million).

23.  EXCESS OF BILLING OVER REVENUE
It represents maintenance fee received in advance and transferred to revenue from maintenance on
time proportion basis.
2013 2012
Rupees in '000'
24, SHORT TERM BORROWINGS
Export refinance - secured 241 200,000 200,000
24.1 The facility for export refinance is availed from Askari Bank Ltd amounting to Rs 200 million
(June 2012 :Rs 200 million) and carry mark-up of State Bank Refinance Rate+1% per annum (June
2012 State Bank Refinance Rate+1% per annum). The interest rate ranged between 9.2% to 11%
(June 2012 :11%) during fiscal year 2013. The due balance is payable bi-annually.
242  Thefacilityis secured by way of first charge over the Company's current assets including stocks/
receivable/book debts up to Rs. 285.71 million.
24.3  During the year a facility of running finance is also available from Askari Bank Ltd up to Rs. 30
million, availed nil, to meet the working capital requirements. It is a sublimit of limit of Rs. 100
million available from Askari Bank for issuance of gurantees. It carries mark up at the rate of 3
manths Kibor + 2.5% payable on quarterly basis.
24.4 The facility is secured by way of first charge over the Company’s all present and future current
assets including stocks/receivable/book debts up to Rs. 142.857 million.
25. CURRENT PORTION OF LONG TERM LIABILITIES
Current portion of long term financing 19 50,000 50,000
Current portion of lease liability 20 26,889 22,684
76,889 72,684
26. CONTINGENCIES & COMMITMENTS

26.1 Contingencies
There are no contingencies as at June 30, 2013 (June 2012 : nil) to which the Company is a party.
26.2  Commitments

2621 The Company hasissued worth Rs. 18.636 million (June 2012 Rs. 26.55 million) bank guarantees
and bid bonds to various customers against sale of software and allied services.
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2013 2013 2012
Domestic Foreign Rupees in '000'
27. REVENUE-NET
Export Revenue
License - 962,980 962,980 1,072,384
Services - 1142844 1,142,844 710620
Maintenance - 417,169 417,169 281,326
- 2,522,993 2,522,993 2,064,330
Local Revenue
Services 101,562 - 101,562 129,563
Maintenance 9524 - 9,524 3,802
111,086 - 111,086 133,365
Sales Tax (1,300) B (1,300) (7,840)
109,786 2,522,993 2,632,779 2,189,855
28. COST OF REVENUE
Salaries & benefits 44,438 410,370 454,808 357656
Consultancy charges - 81,637 81,637 39,957
Technical services 165 4,870 5,035 -
Hardware and other material cost 47 - 47 35,305
Software licences 108,096 9,047 117,143 61,805
Staff training 665 2,528 3193 671
Travelling & conveyance 4575 47,698 52,273 45,480
Communication 1,540 8,301 9,841 8244
Utilities 4,582 18,266 22,848 17219
Printing & stationery 370 1,030 1,400 2,082
Entertainment 4,306 17517 21,823 16,011
Insurance 286 1,493 1,779 1,802
Vehicle running & maintenance 616 6,090 6,706 4,846
Repair & maintenance 2474 13,408 15,882 5,580
Certifications 1,052 3,201 4,253 3,846
Fee & subscription 237 3,001 3,238 891
Depreciation 52 33,169 130,281 163,450 131914
Amortization of leased assets 55 2,901 11,285 14,186 10,587
Amortization of intangible assets 6.1 20,896 87,040 107,936 85,446
230415 857,063 1,087,478 833,342
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2013 2013 2012
Domestic Foreign Rupees in '000'
29. SELLING AND PROMOQOTION EXPENSES

Salaries & benefits 1,646 37330 39,476 54,941
Staff training 46 1,048 1,094 217
Rent, rates & taxes 1,223 8460 9,683 9,993
Travelling and conveyance 515 11,843 12,358 16,740
Communication 87 2,004 2,091 3,795
Utilities M4 2617 2,731 2,300
Printing & stationery 4 84 88 346
Entertainment 110 2520 2,630 2,588
Insurance 11 254 265 324
Vehicle running expenses 70 1616 1,686 1,650
Repairs and maintenance 54 1,241 1,295 2,344
Commission on sales - 41,023 41,023 21,764
Advertisement 20 457 471 967
Tender money - 1 1 30
Sale promotional expenses 92 5,333 5,425 18,759

3992 116,325 120,317 136,752

30. ADMINISTRATIVE EXPENSES

Salaries and benefits 6,394 146,945 153,339 125,442
Staff training 13 307 320 225
Management fee 2,449 56,290 58,739 54,020
Rent, rates and taxes 240 5505 5,745 4,493
Travelling and conveyance 767 17,627 18394 16,425
Communication & pastage 223 5116 5,339 4,128
Printing and stationery 26 590 616 555
Utilities 468 10,762 11,230 8215
Entertainment 590 13,567 14,157 11,258
Insurance 392 5,019 9411 8775
Advertisement 36 8359 875 933
\ehicle running expenses 582 13,383 13,965 13,769
Repairs and maintenance 1,034 23,759 24,793 13273
Legal and professional charges 317 7276 7,593 6,487
Auditors remuneration 75 1,725 1,800 1,500
News papers & periodicals 6 148 154 107
Security expenses 30.1 11 261 272 450
Office supplies 67 1531 1,598 1,404
Charity & donation 30.2 645 14812 15,457 7,715
Fee & subscription 355 8,155 8510 12,225
Miscellaneous expenses 18 407 425 250
Depreciation 5.2 2,392 54,965 57,357 46,241
Amortization of leased assets 55 208 4,771 4,979 3,889

17,308 397,760 415,068 341,773
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2013 2012
Rupees in '000'

30.1 Auditors remuneration

Audit fee 800 500
Certifications of group reporting 500 500
Professional services 250 300
Out-of-pocket expenses 250 200

1,800 1,500

30.2  Charity & donation

No donations were made to any donee in which a director or his spouse had any interest at any
time during the period.

31.  RETIREMENT BENEFIT

Salaries and benefits includes the amount of provident fund contributed by the Company.

2013 2013 2012
Domestic Foreign Rupees in '000'
32. OTHER OPERATING EXPENSES
Loss on disposal of assets 7 165 172 283
Others 3889 22,731 23,720 18879
996 22,896 23,892 19,162
33. OTHER INCOME
Income from financial assets
Profit on bank deposits 12,428 - 12,428 2,646
Mark up on loan 1,057 - 1,057 378
Dividend Income 39,608 - 39,608 31,757
53,093 - 53,093 34,781
Income from non-financial assets
Gain on foreign currency translation - 115,455 115,455 17,898
Amortization of deferred revenue 19 - 19 11
Rental income 16,557 - 16,557 14,198
Miscellaneous income 13 - 13 14,525
16,589 115,455 132,044 46,632

69,682 115,455 185,137 81,413
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2013 2013 2012
Domestic Foreign Rupees in '000'
34.  FINANCE COST
Lease finance charges 277 6,354 6,631 6,110
Interest on loans - 661 661 7,202
Lease documentation charges 1 25 26 37
Bank charges 64 1,465 1,529 1,328
342 8505 8847 14,677
35. EARNINGS PER SHARE
Basic
Profit after taxation for the year 1,159,608 921,424
Average number of ordinary shares in issue during the year 78,050 77910
Basic - In Rupees 14.86 11.83
Diluted
Profit after taxation for the year 1,159,608 921 424
Average number of ordinary shares in issue during the year 78,748 77910
Diluted - In Rupee 14.73 11.83
36. TAXATION

Income of the Company from export of computer software and its related services developed in Pakistan
Is exempt from tax up to 2016 as per clause 133 of the Second Schedule to the Income Tax Ordinance,
2001. However tax as per applicable rates is charged to the income of the Company generated from
other than core business activities.

Reconciliation of income tax expense for the year

Accounting profit 1,162,314 925,062
Enacted tax rate 35% 35%
Tax on accounting profit at enacted rate 406,810 323,772
Tax effect of income exempt from tax (402,483) (320,190)
Tax effect of income taxed at different rates (1,621) (1,520)

2,706 2,062

The Company has made the provision for taxation based on its understanding of the tax laws and
regulations and on the basis of advice from its tax consultant. These provisions may require change in
case these laws and regulations are interpreted differently by tax authorities and Company's appeals are
not accepted at various forums.
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37. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

The aggregate amounts charged in the accounts far the remuneration, including all benefits, to the Chief
Executive, Directors and Executives of the Company were as follows:

Chief Executive Directors Executives
2013 2012 2013 2012 2013 2012
Rupees in ‘000
Managerial remuneration 4,000 4,000 2,200 2,400 252,536 141 644
Retirement benefits - - 220 240 17,978 9,251
Rent and house maintenance 1,600 1,600 880 960 101,014 56,658
Utilities 400 400 220 240 25,254 14,164
Medical expenses 96 136 109 63 12,309 7,886
Share Options 39 77 16 31 206 408
Total 6,135 6,213 3,645 3934 409,297 230,011
No. of Persons 1 1 1 1 366 174

The Chief Executive, Directors and some Executives have been provided with company maintained cars.

Nothing is paid to any non-executive director of the company in form of remuneration or other benefits
except a fee approved by the board far attending the board meetings.

38. TRANSACTION WITH RELATED PARTIES

Related parties comprise of holding company, associated undertakings, directars of the Company,
key employees and staff retirement fund. The Company in the normal course of business carries out
transactions with various related parties. Amounts due from and to related parties are shown under
receivables and payables. Parent, subsidiary and associated undertakings also have some common
directorship.

Details of transactions with related parties, other than those which have been specifically disclosed
elsewhere in these financial statements are as follows.

2013 2012
Rupees in '000'

Relationship with the Company Nature of transactions

(i) Parent Management fee 58,739 54,020
(ii) Subsidiary Rental income 16,557 14,198
Provision of services 5889 5,501
Dividend received 39,608 31,757
Mark-up income 1,057 378
Mark-up expense = 1,061

(H\) Associated undertakmg Provision of services 397,815 241,312
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40.

2013 2012
Rupees in ‘000
(iv) Post employment benefit Contribution to defined
contribution plan 26,518 20,713
(v) There are no transactions with any key management personnel other than under the terms of
employment.

CAPITAL MANAGEMENT

The primary objective of the Company’s management is to ensure that it maintains a strong credit rating
and healthy capital ratios while continue as going concern in order to support its business and maximize
shareholder value.

The Company manages its capital structure and makes adjustment to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may adjust the dividend payment
to shareholders, return capital to shareholder, issue new shares or sell assets to reduce debts or raise
debts, if required.

As of the balance sheet date, the management considers that the capital of the Company is sufficient
to meet the requirements of the business.

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

Financial Risk Management

The Company's activities are exposed to a variety of financial risks. The Board of Directors of the Company
has overall responsibility for the establishment and oversight of the Company's risk management
framework. The Company's overall risk management strategy seeks to minimise adverse effects from
the unpredictability of financial markets on the Company's financial performance. The Company sets
policies, strategies and mechanisms, which aim at effective management of these risks within its unique
operating environment. The key financial risks include credit risk, liquidity risk, interest rate risk, and
foreign currency risk .

Risk management is carried out in accordance with established palicies and guidelines approved by the
Board of Directors. The management continually monitors the Company's risk management process to
ensure that an appropriate balance between risk and control is achieved. Risk management objectives
and policies are reviewed regularly to reflect changes in market conditions and the Company's activities.

(a) Credit Risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter-
parties failed completely to perform as contracted. To reduce exposure to credit risk the Company has
developed a formal approval process whereby credit limits are applied to its customers. The management
also continuously monitors credit exposure towards the customers and makes provision against those
balances considered doubtful of recovery. Credit risk of the Company arises principally from the trade
debts, loans and advances, trade deposits and other receivables. The carrying amount of financial assets
represents the maximum credit exposure. The maximum exposure to credit risk at the reporting date is
as follows:
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2013 2012
Rupees in '000'

Financial Assets

Trade debts 40,1 965,741 821,213
Loans and advances 2,410 901
Security deposits 5,386 4,723
Other receivables 25870 31,304
Due from related parties 14,571 25112
Bank balances 40.2 302,072 1283909

1,316,050 1012162

40.1 The Company does not have significant exposure to any individual customer. The Company has
made allowances, where necessary, for potential losses on credits extended.

40.2  Bank balances are held only with reputable banks with high quality credit ratings.
(b) Liquidity risk

Liquidity risk reflects an enterprise's inability in raising funds to meet commitments. The Company's
exposure to liquidity risk arises primarily from mismatches of the maturities of financial assets and
liabilities. The Company follows an effective cash management and planning policy to ensure availability
of funds and to take appropriate actions for new requirements. The following are the contractual
maturities of financial liabilities, including interest payments and excluding the impact of netting

agreements:
2013
Carrying Contractual One year Two to More than
amount cash flows or less five years five years

Rupees in '000'

Non-derivative

financial liabilities

Finance lease liability 46,896 52,462 30,884 21578 =
Long term loan 222,665 233,633 58,687 174,946 =
Trade and other payables 398,956 398,956 398,956 = =
Short-term barrowings 200,000 218,800 218,800 _ _

868517 903,851 707,327 196,524 =




Reven Higights s Stasements Veetng | et5olTechanologies Lmited
2012
Carrying Contractual One year Twa to More than
amount cash flows or less five years five years
Rupees in ‘000
Non-derivative

financial liabilities
Finance lease liability 47,130 54,975 27,982 26,993 -
Long term financing 226,591 243,788 64,203 179,585 -
Trade and other payables 455,287 455,287 455,287 - -
Short-term borrowings 200,000 222,000 222,000 ~ -
529,008 976,050 769472 206,578 -

The contractual cash flows relating to the above financial liabilities have been determined on the basis
of mark-up rate effective as at 30 June. Rates of interest / mark - up and their maturities are given in

the respective notes.

(c) Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Majority of the interest rate exposure arises from short
and long term borrowings from bank, term deposits and deposits in profit and loss/saving accounts with
banks and investments in mutual funds. At the balance sheet date profile of the Company's interest-

bearing financial instrument is:

2013

2012

Rupees in '000

Financial assets

Bank balances 291,858 130,255

Financial Liabilities

Finance lease liability 46,396 47130

Long term loan 222,665 226,591

Short-term borrowings 200,000 200,000
469,561 473,721

Sensitivity analysis

The following table demonstrates the sensitivity to a reasonably passible change in the interest rates,
with all other variables held constant, of the Company's profit net of tax.
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2013 2012
Rupees in '000'

41.

Impact on Profit and loss account (net of tax)

As at 30 June

100 bps increase will result in decrease in profit by 636 2221
100 bps decrease will result in increase in profit by 636 2,221

(d) Foreign Currency Risk

Foreign currency risk arises mainly where receivables and payables exist due to transactions entered
into foreign currencies. The Company is exposed to foreign currency risk on trade debts, payables and
revenues which are entered in a currency other than Pak Rupees. Majaority of the revenue of the company
isin currencies other than Pak Rupees. The Company also hold cash and cash equivalents denominated
in foreign currencies for working capital purposes.

Sensitivity analysis

The following analysis demonstrates the impact of a 5% strengthening/weakening of the Pak Rupee
against other currencies at 30 June on equity and profit and loss account by the amounts shown below:.
This analysis assumes that all other variables, in particular interest rates, remain constant. The analysis
is performed on the same basis for 2012.

Impact on Profit and loss account (net of tax)

As at 30 June

Strengthening 89,852 51,068
Weakening (89,852) (51,068)

(e) Fair Value of Financial Assets and Liabilities

The carrying values of financial assets and financial liabilities reported in balance sheet approximate
their fair values.

PROVIDENT FUND RELATED DISCLOSURE

A joint provident fund is maintained by NetSol Group. The following information is based on the latest
financial statements of the fund:

2013 2012

(Unaudited) (Audited)
Rupees in '000'

Size of the fund - Total Assets 174,771 120,058
Cost of investment made 145,252 91871
Percentage of investment as size of fund 411 89% 86%

Fair value of investments 411 156,933 102,532
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41.1 The breakup of fair value of investments is:

2013 2012

Investments Percentage Investments Percentage
Rupeesin of investment Rupeesin of investment
‘000 as size of fund 000 as size of fund

Bank Balances 110,819 63% 63,203 53%
Mutual Funds 46,114 26% 39,329 33%
156,933 89% 102,532 86%

41.2  The investments out of provident fund have been made in accordance with the provisions of
Section 227 of the Companies Ordinance, 1984 and the rules formulated for this purpose.

42. NUMBER OF EMPLOYEES
The total average number of employees during the year and as at June 30, 2013 and 2012 respectively
as follows:
2013 2012
No of Employees
Average number of employees during the year 740 693
Number of employees as at year end 783 669
43.  ANNUAL SOFTWARE DEVELOPMENT CAPACITY
The Company is engaged in Software development, maintenance and licensing. Due to complicated
nature of the software development process, annual development capacity can not be determined.
2013 2012
Rupees in '000'
44,  CORRESPONDING FIGURES

Corresponding figures have been re-classified for better presentation, in
respect of following:

Note From Note To

13. Other receivable - 13. Sales tax refundable 3,011 238
considered good

30. Directors' Remuneration 30. Salaries and benifites 9,780 8,129
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45.  NON ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors in their meeting held on September 06, 2013 have recommended a final cash
dividend of 10%i.e., Rs. 1 per share and 10% bonus shareissuei.e., 1 share far every 10 shares held by the
members. The above recommendations of cash dividend and bonus issue are subject to the approval of
the members at the Annual General Meeting to be held on October 21, 2013. These financial statements
do not include the effect of the above recommendations and they will be accounted for in the periad in
which they are approved by the members.

46. DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 06, 2013 by the Board of
Directors.

47.  FIGURES

Figures have been rounded off to the nearest thousand rupee.

Chief Executive Officer Director
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AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS

TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated Balance

Sheet of NetSol Technologies Limited (the Holding Company) and its subsidiary company NetSol
Innovation (Private) Limited, (collectively referred to as ‘the Group’) as at June 30, 2013 and the

related consclidated Profit and Loss Account, consolidated statement of comprehensive income,

consolidated Cash Flow Statement and consolidated Statement of Changes in Equity together with the

notes forming part thereof, for the year then ended. We have also expressed separate opinion on the

financial statements of Holding Company and its subsidiary. These financial statements are the

responsibility of the Holding Company’s management. Our responsibility is to express an opinion on

these financial statements based on our audit,

Our audit was conducted in accordance with the International Standards on Auditing and accordingly

included such tests of accounting records and such other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of the

Holding Ean"lpan-.r and its subsidiary company as at June 30, 2013 and the results of their operations

for the year then ended.
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2013 2012
NOTE .
Rupees in '000'
ASSETS
NON-CURRENT ASSETS
Property & equipment 5 1,918,099 1,384,544
Intangible assets 6 2,873,958 2,501,052
4,792,057 3,885,596
Deferred employee compensation expense 7 = 54
4,792,057 3,885,650
CURRENT ASSETS
Trade debts 8 1,159,755 993,465
Current portion of deferred
emplayee compensation expense 7 54 696
Excess of revenue over billing 9 864,466 926,801
Loans and advances 10 22,366 45,491
Trade deposits & short term prepayments 11 16,341 11,244
Other receivables 12 26,447 31,845
Due from related parties 13 28,625 LLLT
Shart term investment 14 = -
Taxation 71,855 58072
Cash & bank balances 15 330,827 138957
2,520,736 2,250,718
TOTAL ASSETS 7,312,793 6,136,368
The annexed notes from 1 to 45 form an integral part of these financial statements.
Chief Executive Officer Director
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2013 2012
NOTE )
Rupees in '000'
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 16 1,500,000 1,500,000
Issued, subscribed and paid up capital 16 785,717 779102
Share deposit money 13 13
Reserves 17 5,443,480 4,264,269
6,229,210 5,043,384
Non - controlling interest 116,777 101,736
6,345,987 5,145,120

NON-CURRENT LIABILITIES
Long term financing 18 172,665 176,597
Liabilities against assets subject to finance lease 19 20,007 24,446
Deferred income 20 59 38

192,731 201,075
CURRENT LIABILITIES
Trade and other payables 21 422,586 476,244
Excess of billing over revenue 22 57,723 27028
Short term borrowings 23 200,000 200,000
Current portion of long term liabilities 24 76,889 72,684
Provision for taxation 16,877 14,217

774,075 790,173
CONTINGENCIES & COMMITMENTS 25 - _
TOTAL EQUITY AND LIABILITIES 7,312,793 6,136,368
The annexed notes from 1 to 45 form an integral part of these financial statements.
Chief Executive Officer Director
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Consolidated Profit and Loss Account

For the year ended June 30,2013

2013 2012
NOTE .
Rupees in '000'
Revenue - Net 26 2,997,140 2,499,656
Cost of revenue 27 (1,322,615) (1,031,672)
Gross profit 1,674,525 1,467,984
Selling and promotion expenses 28 (120,317) (136,752)
Administrative expenses 29 (421,807) (347,806)
Other operating expenses 31 (26,001) (21,891)
Other income 32 134,444 45072
Operating profit 1,240,844 1,006,607
Finance cost 33 (9,194) (13.873)
Profit before taxation 1,231,650 892,734
Taxation
Current year 34 (2,822) (2,358)
Prior year (31) (1,698)
(2,853) (4,056)
Profit after taxation for the year 1,228,797 988,678
Attributable to:
Equity holders of NetSol Technologies Limited 1174964 939,688
Non - controlling interest 53,833 48990
1,228,797 988678
The annexed notes from 1 to 45 form an integral part of these financial statements.
Chief Executive Officer Director
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Consolidated Statement of Comprehensive Income

For the year ended June 30, 2013

2013 2012
NOTE .
Rupees in '000'

Profit after taxation for the year 1,228,797 988,678
Other comprehensive income = -
Total comprehensive income for the year 1,228,797 988,678
Attributable to:
Equity holders of NetSol Technologies Limited 1,174,964 939,683
Non - controlling interest 53,833 48990

1,228,797 988,678

The annexed notes from 1 to 45 form an integral part of these financial statements.

Chief Executive Officer

Director
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Consolidated Statement of Cash Flows

For the year ended June 30, 2013

2013 2012
NOTE
Rupees in '000'

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation for the year 1,231,650 992,734
Adjustments for non cash charges and other items:
Depreciation - own assets 227,267 184,875
Amortization of leased assets 19,165 14,476
Amortization of intangible assets 107,936 85,446
Loss on disposal of fixed assets 58 1,697
Amortization of deferred revenue (19) (11)
Exchange (gain) on debtors (121,494) (27,087)
Interest expense 7517 12,339
Interest income (12,697) (2971)
Deferred employee compensation expense 696 1,339
(Gain) on short term investment (221) (478)

228,208 269,619
Cash generated from operations 1,459,858 1,262,353
before working capital changes
Decrease / (increase) in current assets & liabilities
Trade debts 48,233 (481,257)
Loans and advances 23,125 (27,017)
Trade deposits & short term prepayments (5,097) 1,319
Other receivables 5,398 22,528
Due from related parties 15,522 (8890)
Trade and other payables (47,043) (42,940)
Cash generated from / (used in) operations 40,138 (536,257)
Interest paid (43,634) (39,077)
Income taxes paid (13,976) (11,292)
Dividend paid (38,792) (31,137)
Net cash generated from operations 1,403,594 644,590
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipments purchased (628,769) (189,090)
Sales proceeds of fixed asset 15314 23844
Intangible assets (471,477) (505,520)
Capital work in progress (146,412) (131,950)
Gain on investments 221 478
Interest received 12,697 1,654
Net cash (used in) investing activities (1,218,426) (800,584)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 6,615 -
Share premium 4247 -
Paid against obligation under finance lease (34,839) (21518)
Received against obligation under finance lease 34,605 27,529
Long term payable (3,926) 66,259
Net cash generated from financing activities 6,702 72,270
Net increase / (decrease) in cash and cash equivalents 191,870 (83,724)
Cash and cash equivalents at the beginning of the year 138957 222,681
Cash and cash equivalents at the end of the year 15 330,827 138957

The annexed notes from 1 to 45 form an integral part of these financial statements.

Chief Executive Officer

Director
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Consolidated Statment of Changes in Equity

For the year ended June 30, 2013

Non
Attributable to equity holders of NetSol Technologies Limited  Controlling ETOLE;I
Interest 'ty
Employee Capital Revenue
Issued, share  Reserve Reserve
- Share .
subscribed . option
. deposit Unapprop-  Total
and paid- compe- Share
. money - : riated
up capital nsation premium :
profit
reserve
RupeesIn’'000
Balance as at June 30, 2011 779102 13 6,426 273016 3045139  4,103696 83849 4187545

Total comprehensive income for the year

Net profit for the year ended
June 30, 2012 - - - - 939688 939683 48990 988678

Other comprehensive income

- - - - 939688 939688 48990 988,678
Distributions to owners

-by subsidiary to non-controlling interest

Cash dividend - - - - - - (31103) (31,703)
Balance as at June 30,2012 779,102 13 6,426 273016 3984827 5043384 101,736 5145120
Balance as at June 30,2012 779102 13 6,426 273016 3984827 5043384 101,736 5145120

Total comprehensive income for the year

Net profit for the year ended
June 30,2013 - - - - 1174564 1174964 53833 1,228,797
Other comprehensive income - - - - - - - -

- - - - 1174564 1174964 53833 1,228797

Distributions to owners
-by subsidiary to non-controlling interest

Cash dividend - - - - - - (38792) (38,792)

Shares issued against options exercised
(661,500 shares at Rs.10(each) 6615 - - - - 6615 - 6615

Transferred to Share premium on exercise of
options
(661,500 options at Rs. 1.48)

- - (977) - - (977) - (977)
Share Premium on share issued against
options exercised - - - 5224 - 5224 - 5224
Balance as at June 30, 2013 785,717 13 5449 278240 5159791 6229210 116,777 6345987

The annexed notes from 1 to 45 form an integral part of these financial statements.

Chief Executive Officer Director
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LEGAL STATUS AND NATURE OF BUSINESS

NetSol Group ("the Group") consists of:

- NetSol Technologies Limited
- NetSol Innovation (Private) Limited

NetSol Technologies Limited (“the Company") incorporated in Pakistan on August 22, 1996 under the
Companies Ordinance, 1984 as a private company limited by shares was later on converted into public
limited company on November 05, 2004. The Company was listed on Karachi Stock Exchange on August
26, 2005 and subsequently also got listed on Lahore Stock Exchange and Islamabad Stock Exchange.
The business of the Company is development and sale of computer software and its related services
in Pakistan as well as abroad. The registered office of the Company is situated NetSol IT Village,
Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan.

NetSol Innovation (Private) Limited ("the subsidiary Company” or "Subsidiary” ) is incorporated in
Pakistan as a private limited company in which NetSol Technologies Limited has share holding of
50.52%, The subsidiary company is engaged in business of providing online software development
services. The registered office of the Company is situated NetSol T Village, Lahore Ring Road,
Ghazi Road Interchange, Lahore Cantt. Pakistan.

BASIS OF PREPARATION

2.1 Statement of compliance

These financial statements have been prepared in accordance with the requirements of the
Companies Ordinance, 1984 (the Ordinance) and approved accounting standards as applicable
in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards issued by the International Accounting Standards Board as notified under the provisions
of the Ordinance. Wherever the requirements of the Ordinance or directives issued by the Securities
and Exchange Commission of Pakistan (the SECP) differ with the requirements of these standards,
requirements of the Ordinance ar the requirements of the said directives take precedence.

2.2 Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention,
except for revaluation of certain financial instruments at fair value as disclosed in respective
accounting notes.

2.3 Functional and presentation currency

These consolidated financial statements are presented in Pak Rupee, which is the Group's functional
currency. All financial information presented in Pak Rupee has been rounded to the nearest
thousand unless stated otherwise.

2.4 Changes in accounting policies

During the current year, the Group has adopted the following new and amended IFRSs as of July 01,
2012 which has resulted in extended disclosures as described below.

(i) IAS 1 Presentation of Financial Statements (Amendments) [ effective July 1,2012 ]

IIAS 1 (Amendments), 'Presentation of Financial Statements'require an entity to group items
presented in Other Comprehensive Income based on whether they are potentially reclassifiable
to profit or loss subsequently. i.e. those that might be reclassified and those that will not be
reclassified. The amendments also require tax associated with items presented before tax to be
shown separately for each of the two groups of Other Comprehensive Income items (without
changing the option to present items of Other Comprehensive Income either before tax or net of
tax).
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Standards and interpretations that became effective but not relevant to the Group

The following standards (revised or amended) and interpretations became effective for the current
financial year but either not relevant or do not have any material effect on the consolidated financial
statements of the Group:

IAS 1 Presentation of Financial Statements (Amendments)

IAS12 Income Taxes ( Amendments)
Standards and interpretations issued but not yet effective for the current financial year

Effective for periods
beginning on or after

IFRS 1 First-time Adoption of Financial Reporting Standards Jan-01 2013
IFRS 7 Financial Instruments: Disclosures Jan-01 2013
IFRS S Financial Instruments Jan-01 2013
IFRS 10 Consolidated Financial Statements Jan-01 2013
IFRS 11 Joint Arrangements Jan-01 2013
IFRS 12 Disclosure of Interests in Other Entities Jan-01 2013
IFRS 13 Fair Value Measurement Jan-01 2013
IAS16  Property, Plant and Equipment Jan-01 2013
IAS19  Employee Benefits (Amendments) Jan-01 2013
IAS 27 Separate Financial Statements (Amendments) Jan-01 2013
IAS 28 Investments in Associates and Joint Ventures (Amendments) Jan-01 2013
IAS 32 Financial Instruments: Presentation - Classification of Rights Issues Jan-01 2013
(Amendments)
IAS 36 Impairment of Assets (Amendments) Jan-01 2013
IAS 39 Financial Instruments: Recagnition and Measurement (Amendments) Jan-01 2014
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine Jan-01 2013
IFRIC 271 Levies Jan-01 2013

The Group expects that the adoption of the above revisions, amendments and interpretations
of the Standards will not affect the Group's consolidated financial statements except enhanced
disclosures.

S/
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2.7 Basis of Consolidation

The consolidated financial statements include the financial statement of the holding Company
and its subsidiary. The financial statements of the subsidiary are prepared for the same
reporting period as the Company, using consistent accounting policies.

The assets and liabilities of the subsidiary, have been consolidated on line-by-line basis and
the carrying values of the investment held by the holding Company is eliminated against the
subsidiary's share capital and pre-acquisition reserves, if any in the consolidated financial
statements. Material intra-group balances and transactions are eliminated.

Subsidiaries are all entities (including special purpose entities) over which the group has the
power to govern the financial and operating policies generally accompanying a shareholding of
more than one half of the voting rights.

Subsidiary companies are consolidated from the date on which more than 50% voting rights are
transferred to the holding Company or power to govern the financial and operating policies of
the subsidiary is established and is excluded from consolidation from the date of disposal or
cessation of cantrol.

Non-controlling interest is the equity in a subsidiary not attributable, directly or indirectly, to
the holding Company.

USE OF ESTIMATES AND JUDGMENT

The preparation of financial statements in conformity with approved accounting standards, as applicable
in Pakistan, requires the management to make judgments, estimates and assumptions that affect the
application of policies and the reported amounts of assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of
making judgments about the carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of revision and future periods if the revision affects both current and future
periods.

The areas involving higher degree of judgement or complexity are as follows:

I Provision for doubtful debts

ii.  Provision for taxation

iil.  Useful life of depreciable assets
iv. Usefullife of intangible assets
v. Contingencies

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
4.1 Property and equipment
(i) Owned assets

Property and equipment are stated at cost less accumulated depreciation and any impairment
losses. Free hold land is stated at cost less any identified impairment loss.
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Depreciation is charged by applying reducing balance method to write off the cost over the
remaining useful life of the assets. Rates of depreciation are stated in note 5.

Depreciation on additions to property and equipment is charged for the month in which an
asset is acquired or capitalized while no depreciation is charged for the month in which the
asset is disposed off.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be measured reliably.

Maintenance and normal repairs are charged to profit and loss account as and when incurred.
Major repairs and improvements are capitalized.

The carrying amount of property and equipment is removed from the balance sheet upon
scrapping or disposal or when nao future economic benefit is expected from its use, scrapping
or disposal.

Gain or loss on scrapping or disposal of assets, if any, is charged to profit and loss account.
(i) Assets subject to finance lease

Assets acquired under finance leases are capitalized and are stated at lower of present value
of minimum lease payments under the lease agreements and the fair value of the assets.
The related obligations of the leases are accounted for as current and non-current liabilities.
Leasing payments are recognised as interest and repayment of liability.

Assets acquired under finance lease are amortized over the useful life of the assets using
reducing balance method at the rates given in note 5.

Amortization on additions is charged for the manth in which an asset is acquired under the
finance lease while no amortization is charged for the month in which the asset is disposed off.

(iii) Capital work in progress

Capital work in progress is stated at cost less any impairment losses. It represents expenditure
incurred on property and equipment during construction and installation. Cost also includes
applicable borrowing costs. These expenditures are transferred to relevant assets' category as
and when assets are available faor use.

Intangible assets
Research and software products development

Research costs are expensed as incurred. Software product development casts are expensed
as incurred unless technical and commercial feasibility of the project is demonstrated, it is
probable that future economic benefits will flow to the Group, the Group has an intention and
ability to complete and use or sell the software and cost can be measured reliably.

There are two components of intangible assets:

a. In-house developed intangible assets

b. Intangible assets acquired from market

99



100

Annual Report 2013

Notes

For the year

4.3

4.4

to the Consolidated Accounts

ended June 30, 2013

(a) In-house developed intangible assets

The Group capitalizes certain computer software development costs in accordance with I1AS
38 Intangible Assets . Costs incurred internally to create a computer software product or to
develop an enhancement to an existing product are charged to expense when incurred as
research and development expense until technological feasibility for the respective product is
established. Thereafter, all software development costs are capitalized and reported at the
lower of unamortized cost or net realizable value. Capitalization ceases when the product or
enhancement is available for general release to customers.

The Group makes ongoing evaluations of the recoverability of its capitalized software projects
developed in-house by comparing the amount capitalized for each product to the estimated
net realizable value of the product. If such evaluations indicate that the unamortized software
development costs exceed the net realizable value, the Group writes off the amount by which
the unamoartized software development costs exceed net realizable value. Capitalized software
costs are amortized on a product-by-product basis. Annual amortization is charged by using
straight-line method over the remaining estimated economic life of the product including the
period being reported on. Amortization starts when the product is available for general release
to customers.

Amortization is charged on straight line basis over the useful life of the intangible assets. All
intangible assets with an indefinite useful life are tested for impairment at each balance sheet
date. Rates of amortization are stated in note 6.

(b) Intangible assets acquired from market

Intangible assets acquired from market are stated at cost less accumulated amortization and
impairment losses, if any.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate
asset, as appropriate, only when it is probable that future ecoanomic benefits associated with
the item will flow to the Group and the cost of the item can be measured reliably. All other
expenses are charged to profit and loss account when they occur.

Amortization is charged by applying reducing balance method to write off the cost over the
remaining useful life of the intangible assets unless such lives are indefinite. All intangible
assets with an indefinite useful life are tested for impairment at each balance sheet date.
Amortization on additions to acquired intangible assets is charged for the month in which an
assetis acquired while no amortisation is charged for the month in which the asset is disposed
off. Rates of amortization are stated in note 5.

Impairment

The Group assesses at each balance sheet date whether there is any indication that the
operating fixed assets may be impaired. If such indication exists, the carrying amounts of
such assets are reviewed to assess whether they are recorded in excess of their recoverable
amounts. Where carrying values exceeds the respective recoverable amount, assets are written
down to their recoverable amaounts and the resulting impairment expense is charged to profit
and loss account.

Foreign currency translation

Transactions denominated in foreign currencies are translated in Pak Rupees at the foreign
exchange rate prevailing at the date of transaction. Monetary assets and liabilities in foreign
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currencies are translated into Pak Rupees at the foreign exchange rates prevailing at the balance
sheet date. Non-monetary assets and liabilities measured at historical cost are translated at
the exchange rate prevailing at the date of the transaction. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated at the exchange
rate prevailing at the date when fair values were determined. All exchange differences are
charged to profit and loss account.

Staff benefits

(i) Retirement benefits

The Group operates contributory provident fund for all its permanent staff. Equal contribution
is made by the Group companies in the provident fund on monthly basis. Group's contribution
is recagnised as a cost in the profit and loss account. The fund is administrated by the Trustees.

(i) Short-term benefits

Short-term benefits to employees are calculated without discounting and are recognised as
cost when related services are received.

(iii) Employees' share option scheme

The holding Company operates an equity settled share based Employee' Share Option Scheme
("Scheme"). At the grant date of share options ("Options") to the employees, the holding
Company initially recognises "Deferred Employee Compensation Expense” with corresponding
credit to equity as "Deferred Employee Compensation Reserve" at the fair value of option at the
grant date. The fair value of options determined at the grant date is recognized as an employee
compensation expense on a straight line basis over the vesting period. Fair value of options is
arrived at using Black Scholes pricing model.

When an unvested option lapses by virtue of an employee not conforming to the vesting
conditions after recognition of an employee compensation expense in profit or loss, employee
compensation expense in profit or loss will be reversed equal to the amortized portion with a
corresponding effect to deferred employee compensation reserve in the balance sheet. When a
vested aption lapses on expiry of the exercise period, employee compensation expense already
recognized in the profit or loss is reversed with a corresponding reduction to deferred employee
compensation reserve in the balance sheet. When the options are exercised, deferred employee
compensation reserve relating to these options is transferred to share capital and share
premium account. An amount equivalent to the face value of related shares is transferred to
share capital. Any amount over and above the share capital is transferred to share premium
account.

Taxation

Provision for current tax is based on taxable income for the year determined in accordance
with the prevailing law for taxation of income. The charge for tax on income is calculated at
the current rates of taxation as applicable after taking into account tax credit and tax rebates
available, if any. Income tax expense is recognised in profit and loss account except to the
extent that it relates to items recognised directly in equity, in which case it is recagnised in
equity.

Creditors, accruals and provisions

Liabilities for creditors and other amounts payable are carried at cost which is the fair value of
the consideration to be paid in future for the goods and / or services received, whether or not
billed to the Group.
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Provisions are recognized when the Group has a present legal or constructive obligation as
a result of past events and, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and reliable estimate of the amount can be
made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current
best estimate.

Trade debts

Trade debts from local customers are stated at cost while foreign debtors are stated at
re-valued amount by applying exchange rate applicable on balance sheet date. An estimate is
made for doubtful receivables when collection of amount is not probable and the amount of
trade debts is reduced by such provision. Debts considered irrecoverable are written off.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and at current or saving accounts held
with banks, fixed depasits and short-term, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value.
These also include facilities of running finance that form an integral part of the Group's cash
management.

Revenue recognition

(i) License sale

The Group recognizes revenue from license contracts without major customization when a
non-cancellable, non-contingent license agreement has been signed, delivery of the software
has occurred, fee is fixed or determinable, and collectability is probable.

Revenue from sale of license with major customization, madification, and development is
recognized on percentage of completion basis.

(ii) Rendering of services

Revenue from software services is recognized in accordance with the percentage of completion
method. An output measurei.e. Unit Completion Method is used ta determine the percentage
of completion. Unit completed are certified by both the Chief Financial Officer and the Head of
Software Engineering Research and Development.

(iii) Maintenance

Revenue from maintenance is recognized on time praoportion basis.

(iv) Sale of hardware and third party software

Revenue from sale of hardware and third party software is recognized when delivery has
occurred and invoices are raised to customers.

The Group's revenue recognition policies are in compliance with all applicable accounting
regulations including IAS 18 "Revenue”.
(v) Miscellaneous

Interest on bank depasits is recognized on a time propartion basis on the principal amaount
outstanding and at the rate applicable.

Gains or losses resulting from re-measurement of investment at fair value through profit or
loss are recognised in the profit and loss account.
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Rental income is recagnized on time proportion basis.
Dividend income is recognised as income when the right of receipt is established.

Miscellaneous income is recognized on receipt basis.
Borrowing costs

Borrowing costs directly attributable for the construction /acquisition of qualifying assets
are capitalized up to the date, including the period when technical and administrative work is
carried on, the respective assets are available for the intended use. All other mark-up, interest
and other related charges are taken to the profit and loss account currently. Qualifying assets
are assets that necessarily take substantial period of time to get ready for their intended use.

Off-setting of financial asset and liability

Financial assets and liabilities are offset and the net amount is reported in the financial
statements only when there is legally enforceable right to set-off the recognized amount and
the Group intends either to settle on a net basis, or to realize the assets and to settle the
liabilities simultaneously.

Financial instruments

(i) Financial assets

All financial assets have been stated in accordance with the requirements of IAS-39 (Financial
Instruments: Recognition and Measurement). Financial assets and liabilities are recognised
when the Group becomes a party to the contractual pravisions of the instrument. Financial
assets are initially recognized at cost, which is the fair value of the consideration given at initial
recognition. Subseqguent to initial recognition, financial assets are carried at fair value except
for any financial assets whose fair value cannot be estimated reliably. Financial assets are
derecognized when the Company loses control of the contractual rights that comprises the
financial asset.

The Group classifies its financial assets in the following categories: held to maturity investments,
loans and receivables, available for sale investments and investments at fair value through
profit or loss. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.
Regular purchases and sales of financial assets are recognized on the trade date, the date on
which the Group commits to purchase or sell the asset.

(a) Held to maturity investments

Investments with fixed payments and maturity that the Group has the intent and ability to hold
to maturity are classified as held to maturity investments and are carried at amortised cost less
impairment losses. These are classified as current and non-current assets in accordance with
criteria set out by IFRSs.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
thatare not quoted in anactive market. Loans and receivables are initially measured at fair value
plus directly attributable transaction costs. After initial measurement loans and receivables
are subsequently measured at amortised cost using the effective interest rate method less any
impairment. These are classified as current and non-current assets in accordance with criteria
set out by IFRSs.

103



104

Annual Report 2013

Notes

For the year

414

415

to the Consolidated Accounts

ended June 30, 2013

(c) Available for sale investments

Available for sale financial assets are non derivatives that are either designated in this category
or not classified in any of the other categories. They are included in non current assets unless
management intends to dispose of the investment within twelve months of the balance sheet
date.

Available for sale investments are initially recognised at cost and carried at fair value at the
balance sheet date. Fair value of a quoted investment is determined in relation to its market
value (current bid prices) at the balance sheet date. If the market for a financial asset is
not active (and for unlisted securities), the Group establishes fair value by using valuation
techniques. Adjustment arising from re-measurement of investment to fair value is recarded
in other comprehensive income and taken to profit and loss account on disposal of investment
or when the investment is determined to be impaired.

(d) Financial assets at fair value through profit or loss

This categary consists of two subcategories: (i) financial assets held for trading and (i) financial
assets that the Group initially chooses to put in this category. A financial asset is classified
as held for trading if it is acquired with the aim of being sold in the short term. Assets in this
category are measured continually at fair value, and the changes in value are recognised directly
in the profit and loss account.

(i) Financial liabilities

All financial liabilities have been stated in accordance with the requirements of IAS-39
(Financial Instruments: Recognition and Measurement). Financial liabilities are recognised
when the Group becames a party to the contractual provisions of the instrument. All financial
liabilities are initially recognized at cost, which is the fair value of the consideration received at
initial recognition. Subsequent to initial recognition financial liabilities are carried at fair value,
amortized cost or cost as the case may be. Financial liabilities are removed from the balance
sheet when the obligation is extinguished, discharged, cancelled or expired. Any gain or loss on
subsequent re-measurement or derecognizing is included in the profit and loss account for the
period in which it arises.

Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the financial statements in the period
in which these are approved.

Leasing
(i) Operating Leases

Leases where a significant portion of the risk and rewards of ownership are retained by the
lessor are classified as operating lease. Expenses for operating leases are recognised in the
profit and loss account over the leasing period on a straight-line basis. Variable expenses are
recognised in the periods when they arise.

(ii) Finance Leases

Finance leases transfers to the Group substantially all the risks and rewards incidental to
ownership of the leased assets. The minimum lease payments are divided between interest
costs and repayment of the outstanding liability. Interest costs are distributed over the period
of the lease so that each accounting period includes an amount corresponding to a fixed interest
rate for the liability recognised in each period. Variable payments are recognised in the periods
when they arise.
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Related party transactions

The Group enters into transactions with related parties on an arm's length basis. Prices for
transactions with related parties are determined using admissible valuation methods, except
in extremely rare circumstances where, subject to approval of the Board of Directors, it is in the
interest of the group to do so.

Fair value

The fair value of financial instruments that are actively traded in organised financial markets is
determined but reference to quoted market bid prices at the close of business on the balance
sheetdate. Where thereis no active market, fair value is determined using valuation technigues.
Such technigues include using recent arm's length market transaction; reference to the current
market value of another instrument, which has substantially similar characteristics, discounted
cash flow analysis or other valuation models.

Segment reporting

The chief operating decision-maker (CODM), wha is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the Senior
Management Team that makes strategic decisions. The management has determined the
operating segments based on the reports reviewed by CODM of the Group. For management
purpases, the Group is organised into operating segments based on their products and services.
Each operating segment has a manager responsible for the operations who periodically reports
to the CODM the outcome of the operating segment's efforts and its resource requirements.
Additional disclosures on each of these segments are shown in Notes, including the factors
used to identify the reportable segments and the measurement basis of segment information.
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2013

2012

Rupees In '000'

5.  PROPERTY & EQUIPMENT

Net book value of owned assets 5.1 1,342,944 938407
Net book value of leased assets 5.4 71,272 63,097
Capital work in progress 56 503,883 383,040
1,918,099 1,384 544
5.1 Following is statement of owned assets
2013
cosT DEPRECIATION Net book
_ As at Additions As at Rate As at Adju_stment Charge for As at value as at
Particulars Jul 01, / Jun 30, 9 Jul 01, during the the year Jun 30, Jun 30,
2012 (Deletions) 2013 2012 year 2013 2013
RupeesIn'000'
Tangible Assets
Land - freehold 193,158 55,071 248,229 - - - - 248,229
Building on free 201,585 39,722 241307 5 68,180 - 7,167 75347 165960
hold land -
Furniture & fixtures 20,553 6,501 22,800 10 5678 - 1,660 5832 16,968
(4,254) (1,506)
Vehicles 49,576 21,419 57,857 20 26,371 5331 5,159 32,296 25,561
(13,138) (4,565)
Computers 599,956 253,701 843,712 20~33 274,695 109,817 376,125 467,587
(9.945) (8.387)
Air conditioners 7851 2,369 10053 10 2,842 591 3337 6,716
(167) (96)
Office equipment 18,672 5,685 24323 10 6,650 - 1,441 8073 16,250
(34) (18)
Electric fittings 1,118 = 1118 10 636 = 48 684 434
Generator 17,942 9,705 25147 10 7,260 - 1,424 7215 17,932
(2500) (1,469)
Leasehold 11,589 - 11,589 20 9,089 - 500 9,589 2,000
improvements
Intangible Assets
Software 434,821 265577 700398 33 217,012 - 108079 325091 375307
1,556,821 659750 2,186,533 618,413 5331 235,886 843589 1,342,944
(30,038)

(16,041)
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2012
COoSsT DEPRECIATION Net book
As at Additions / As at Rat As at Adjustment ch f As at value as at
Particulars Jul01, (Deletions) Jun 30, f/ € July 01, during the thaer%/eea[r)r Jun 30, June 30
2011 2012 ° 2011 year 2012 2012
RupeesIn'000"
Tangible Assets
Land - freehold 193,158 - 193,158 - - - - 193,158
Building on free 201,585 - 201,585 5 61,159 - 7,021 68,180 133405
hold land
Furniture & fixtures 20645 793 20553 10 4,471 - 1,668 5678 14875
(885) (401)
Vehicles 57,859 10,380 49,576 20 23,786 2210 5286 26,371 23,205
(18663) (4,911)
Computers 589,386 37,401 599956  20~33 198,359 92,367 274,695 325,260
(26831) (16,031)
Air conditioners 8302 348 7851 10 2618 573 2842 5,009
(799) (349)
Office equipment 17,013 1,659 18672 10 5388 - 1,262 6,650 12,022
Electric fittings 1118 - 1118 10 582 - 54 636 482
Generator 11,902 6,040 17,942 10 4,891 1633 736 7,260 10,682
Leasehold
improvements 11,589 - 11,589 20 8LbL - 625 9,089 2,500
Intangible Assets
Software 322,446 112375 434,821 33 134,448 - 82,564 217,012 217,809
1,435,003 168996 1,556,821 444,106 3843 192,156 618414 938407
(47,178) (21,692)
5.2  The detail of operating assets disposed off during the year are as follows
Particulars Cost ACF‘ . Net Book Sales Proceeds Mode of Disposal Particulars of Purchaser
Depreciation Value
Furniture & fixture 423 220 203 110 Negotiation Asad Khan
Furniture & fixture 3,203 945 2,258 352 Negotiation Malik Nadeem
Furniture & fixture 628 341 287 40 Negotiation Mubashir Haneef
\Vehicle 4,543 2,334 2,209 3,000 Negotiation Faheem Khalid
Vehicle 1,700 85 1615 1,700 Negotiation Bank Alfalah
Vehicle 1,700 28 1672 1,700 Negotiation Bank Alfalah
Vehicle 1,250 1,053 197 1,450 Insurance company  EFU Insurance
Vehicle 800 559 2471 925  Insurance company Adma Jee Insurance
\Vehicle 707 464 243 388 Employee Hamid Khan
\Vehicle 2,438 41 2,397 2438  Sale and lease back  First Habib Modaraba
Computers 6,358 5,139 1,219 505 Negotiation Malik Nadeem
Computers 3,267 2,982 285 64 Negotiation Mubashir Haneef
Computers 104 85 19 10 Employee M. Atif
Computers 104 85 19 10 Employee Farid Ahmed
Computers 112 96 16 I Employee Sohail Igbal
Air Conditioners 167 97 70 3 Negotiation Mubashir Haneef
Office Equipments 34 18 16 3 Negotiation Mubashir Haneef
Generator 2500 1,469 1,031 1,000 Negotiation Power Solutions
Leased
Vehicle 1625 290 1,335 1,605 Insurance company Askari General Insurance
2013 31,663 16,331 15,332 15314

2012 47,178 21,692 25,486 23844
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2013

2012

Rupees in '000

5.3 Depreciation is allocated in the following manner

Cost of revenue 27 169910 138634
Administrative expenses 29 57,357 46,247
Intangible assets 8619 7,281
235886 152,156
5.4 Following is statement of leased assets
2013
CoST DEPRECIATION Net book
As at Additions / As at As at Adjustment As at value as at
Particulars Jul 01, (Deletions) Jun 30, R:te Jul 01, during the Cthha;%/i;?r Jun 30, Jun 30,
2012 2013 2012 year 2013 2013
Rupees In'000'
\ehicles 42,447 29,631 59,939 20 9937 = 9,407 13,724 46,215
(12,139) (5620)
Computers 40,835 4974 45,809 33 10,330 = 10,496 20,826 24,983
Office equipment 96 - 96 10 14 - 8 22 74
83,378 34,605 105,844 20,281 (5,620) 19911 34,572 71,272
(12,139)
2012
CosT DEPRECIATION Net book
As at Additions / As at As at Adjustment . As at value as at
Particulars Jul 01, (Deletions) Jun 30, Ri}te July 01, during the Cthhaergveea[r)r Jun 30, Jun 30
2011 2012 2011 year 2012 2012
RupeesIn'000'
\ehicles 35,728 11,262 L2447 20 5,590 (2,211) 6,558 9937 32510
(4,543)
Computers 21419 19416 40,835 33 2,259 - 8071 10330 30,505
Office equipment 9% - 9% 10 5 - 9 14 82
Generator 6,040 6,040 - 10 1,188 (1,633) 445 - -
63,283 30678 83,378 9,042 (3.844) 15,083 20,281 63,097

(10,583)
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2013 2012
Rupees in '000'

5.5 Amortization is allocated in the following manner

Cost of revenue 27 14,186 10,587
Administrative expenses 29 4979 3,889
Intangible assets 746 607

19,911 15,083

5.6 Capital work-in-progress

Building and civil work 562&563 503,883 330,517
Advances 5.6.4 - 52,523
503,883 383,040

5.6.1 The movement in capital work-in-progress during the vear is as

under:

Opening Balance 383,040 219,797
Additions during the year 175914 163,243
Transfer to owned assets (55,071) -
Closing balance 503,883 383,040

5.6.2 Extension of existing building is under construction. The Company has decided to finish this
project into two phases. The first phase was completed by the end of fiscal year 2012 and the
second is in progress.

5.6.3 During the year borrowing cost amounting ta Rs. 29.502 million using capitalisation rate of 12.13
% p.a (June 2012: Rs. 31.293 million using capitalisation rate 14.73% p.a) have been capitalized in
the capital work in progress pertaining to construction of building.

5.6.4 Thisis against the purchase of land under agreement to sell.
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6.  INTANGIBLE ASSETS

2013
CosT AMORTISATION Net book
As at Additions As at Rate As at Charge for As at value as at
Particulars Jul 01, /_ Jun 30, 9 Jul 01, the year Jun 30, Jun 30,
2012 (Deletions) 2013 2012 2013 2013
RupeesIn'000'
In-house Developed Software
NetSol Financial Suite 81,982 - 81982 10 51,726 8198 59,924 22,058
NFS - AMS Module 131,243 - 131,243 18 51,702 23,862 75564 55,679
Knit Info System 4,342 - 4342 10 4,342 - 4,342 -
NetSol's Pay Soft 5,596 - 559 10 5,596 - 5,596 -
LRMIS 71,826 - 71826 10 29,329 7,182 36,511 35315
SMART 137,149 - 137149 10 41,145 13,715 54,860 82,289
Blue Star - CAP 212,410 - 212410 10 33,632 21,241 54,873 157,537
Blue Star - WFS 337,382 _ 337382 10 11,245 33,738 44,983 292,399
Under Development
Fleet Management System 764,083 218618 982,701 - = = = 982,701
Blue Star 795,633 243,190 1038823 - - - - 1,038823
LSS 100,251 - 100251 - - - - 100,251
HMIS 28,683 4,078 32,761 - - - - 32,761
Loan Origination System 28,596 5185 33781 - - = = 33,781
Business Intelligence 30,593 9,771 40364 - - = = 40,364
Scoring Model & Risk
Management
2,729,769 480,842 3,210,611 228,717 107,936 336,653 2,873,958
2012
COosT AMORTISATION Net book
As at Additions As at Rate As at Charge for As at value as at
Particulars Jul 01, / Jun 30, % Jul 01, the year Jun 30, Jun 30,
2011 (Deletions) 2012 2011 2012 2012
RupeesIn'000'
In-house Developed Software
NetSol Financial Suite 81,982 - 81982 10 43527 8,199 51,726 30,256
NFS - AMS Module 131,243 - 131243 18 27839 23863 51,702 79,541
Knit Info System 4,342 - 4342 10 4,342 - 4,342 -
NetSal's Pay Soft 5,596 - 55% 10 5596 - 5596 -
LRMIS 71,826 - 71826 10 22,146 7,183 29,329 42,497
SMART 137,149 - 137149 10 27430 13,715 47,145 96,004
Blue Star - CAP 212,410 - 212410 10 12,391 21,241 33632 178,778
Blue Star - WFS - 337,382 337382 10 - 11,245 11,245 326,137
Under Development
Fleet Management System 560,559 203524 764,083 - - - - 764,083
Blue Star 839,336 (43,703) 795633 - - - - 795,633
LSS 100,251 - 100,251 - - - - 100,251
HMIS 24,467 4,216 28,683 - - - - 28,683
Loan Origination System 24921 3675 28596 - - - - 28,596
Business Intelligence 22,280 8313 30593 - - - - 30,593
Scoring Model & Risk
Management
2,216,362 513,407 2,729,769 143,271 85,446 228,717 2,501,052
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2013 2012
Rupees in ‘000

6.1 Amortization is allocated in following manner
Cost of revenue 27 107,936 85,446
7.  DEFERRED EMPLOYEE COMPENSATION EXPENSE
Balance as at the beginning of the year 750 2,089

Fair value of options issued during the year - -

Options lapsed due to employee resignation - -

Amortisation for the year (696) (1,339)
Balance as at the end of the year 54 750
Current portion shown under current assets (54) (696)
Long term portion of deferred employee compensation expense - 54

The holding Company uses Black Scholes pricing model ta determine the fair value of options at the grant
date. The fair value of the options as per model used and underlying assumptions are as follows.

Total number of options granted 4,350,000
Per option fair value at the grant date Rs. 1.48
Average 30 days per share price preceding the date of grant Rs. 26.80
Exercise price per option Rs. 16.42
Annual Volatility 64.82%
2013 2012

No of options

Options at the beginning of the year 4,350,000 4,350,000

Options issued during the year

Options lapsed during the year
Options exercised during the year (661,500) -

3,688,500 4,350,000

7.1 Employee Stock Option Scheme

After getting approval of the Employee Stock Option Scheme from the Securities and Exchange
Commission of Pakistan, the board and the compensation committee granted 4.35 million
stack options to its core team of employees on August 01, 2009 at a grant price of Rs. 16.42
per option. No Amount is paid or payable by employee on receipt of the option. No option carry
the right to vote or dividend. According to the scheme, 40% of the options became exercisable
after completion of 12 months from date of grant, 30% of the granted option became exercisable
after completion of 24 months from the grant date and 20% of the granted option will become
exercisable after completion of 36 months from the grant date. The balance of 10% of the granted
option will become exercisable after completion of eighty four months from the grant date. The
options will lapse after 10 years of grant date if not exercised. Main purpose is to incentivize core
team of employees from retention point of view because in [T industry, it is the human resources
which is bread and butter earner for any company.
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2013 2012
Rupees in '000'

8.  TRADE DEBTS
Considered good - unsecured 872 1,159,755 993,465

Considered doubtful - unsecured 3.3 80,610 380,610

1,240,365 1,074,075

Less: provision for doubtful debts (80,610) (80,610
1,159,755 993,465
8.1 The related parties included in trade debts are as under:
Atheeb Intergraph Saudi Company Limited 15,544 -
Atheeb NetSol Saudi Company Limited - 10,671
NetSol Technologies (Beijing) Company Limited 82,521 -
Innovation Group (EMEA) Limited - UK 62,068 31,087
Innovation Group - USA 126,149 105,778
Innovation Group - Australia 5,798 35,387
292,080 182,923
8.2 It represents amount receivable from customers. It is unsecured but considered good by the
management.
83 The Group has created a general provision for future doubtful debts, if any. However, there is no

history of doubtful debts from any of existing customers.

8.4 The aging of trade debts at June 30 is as follows:

2013 2012
Rupees in '000' Rupees in ‘000
Gross Impaired Gross Impaired

Not past due 232,207 - 352,744 -
Past due 1-180 days 900,154 - 658,186 -
Past due 181 days -1 year 105,608 - 53,942 -
More than one year 2,396 - 9,203 -
Total 1,240,365 - 1074075 -
8.5 The aging of trade debts due from relate parties at June 30 is as follows:

Not past due 45153 - 28156 -
Past due 1-180 days 215174 - 114,650 -
Past due 181 days -1 year 31,753 - 39,369 -
More than one year = = 218 B

Total 292,080 - 182,923 -
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9.  EXCESS OF REVENUE OVER BILLING
It represents unbilled debtors arising due to recognition of revenue on the basis of percentage of
completion as per IAS 18 "Revenue”. It is unsecured but considered good by the management.
2013 2012
Rupees in '000'
10. LOANS AND ADVANCES - Unsecured
Considered good
Loan to employees 2,308 883
Advances
- to employees 10.1 102 84
- against expenses 6,358 44,160
- against assets 13,598 364
22,366 45,491
10.1 The advances to employees are given to meet business expenses and are settled as and when
the expenses are incurred.
11. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS
Security deposit 6,772 6,342
Prepayments 9,569 4,902
16,341 11,244
12.  OTHER RECEIVABLES
Guarantee margin 10,736 10,531
Sales tax refundable 3,011 238
Other receivable - cansidered good 12,700 21,076
26,447 31845
13. DUE FROM RELATED PARTIES
NetSol Connect (Private) Limited 2,818 -
\/roozi Inc. - 19,751
Atheeb NetSol Saudi Company Limited 6,670 3,899
NetSol Technologies Europe Limited 19,137 20497
28625 LL 47
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13.1 These relate to normal business of the Group and are interest free.

13.2  The maximum aggregate amount outstanding due to related party at the end of any month

during the year was Rs. 52.21 million (June 2012: Rs. 44.71 million).

2013

2012

Rupees in '000'

14.  SHORT TERM INVESTMENT

Investment at cost = 22,120
Provision against doubtful recovery _ (22,120)
15. CASH AND BANK BALANCES
With banks
Saving accounts 15.1 93,483 130,705
Current accounts 114 57
Foreign currency current account 19,245 6,658
Term deposit 214,257 -
327,099 137,420
In hand 3,728 1537
330,827 138957

15.1 The balances in savings accounts bear mark up which ranges from 5 % to 9 % per annum (June

2012 :5% to 9% per annum).
16. SHARE CAPITAL
16.1  Authorised share capital

2013 2012

Number of shares

2013

2012

Rupees in ‘000

150,000,000 150,000,000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
16.2  Issued, subscribed & paid-up capital
39,403,191 38,741,691  Ordinary Shares of Rs. 10 each fully 394,032 387417
paid in cash
39,168,512 39,168512  QOrdinary Shares of Rs. 10 each 391,685 391,685
issued as fully paid bonus shares
78571,703 77,510,203 785,717 779,102
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16.3 Owners of ordinary shares of the holding company are entitled to distributions approved by the
holding Company and the shareholding entitles the owners to vote at the general meetings, with
one vote per share. All shares have the same right to holding Company's remaining net assets.

16.4 There are outstanding options granted to subscribe for ordinary shares of the holding Company
granted under the employee share option plan as disclosed in Note 7.

16.5 NetSol Technologies Inc., 24025 Park Sorrento, Suite 410, Calabasas CA 91302, USA, is the parent
company holding 65.19% of issued share capital of the Company. No shares are held by any other
related party.

16.6 The holding Company is not subject to any externally imposed capital requirements for the
financial years 2013 and 2012.

2013 2012
Rupees in '000'
17. RESERVES
Capital reserve
Premium on issue of ordinary shares 278,240 273016
Revenue reserve
Un - appropriated profit 5,159,791 3,984,827
Employee share option compensation reserve 171 5,449 6,426
5,443,480 4,264,269
17.1 EMPLOYEE SHARE OPTION COMPENSATION RESERVE
Balance at the beginning of the year 6,426 6,426
Options issued during the year - -
Options elapsed due to employee resignation - -
Amount transferred to Capital reserve on exercise of options (977) -
Balance at the end of the year 5,449 6,426
18. LONG TERM FINANCING
Term finance - secured 18.1 & 87,500 100,000
18.2
Loan from related party - unsecured 18.4 135,165 126,597
222,665 226,591
Current portion (50,000) (50,000)

172,665 176,591
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18.1 The term finance - | facility is availed from Askari Bank Ltd up to Rs. 25 million (June 2012 : Rs. 50
million) to finance the construction of new building. It carries mark up at the rate of 6 months
Kibor + 2.75%, payable in semi-annual instalments within a period of 5 years including one year
grace period. The first trench of loan was disbursed in December 2008. The current outstanding
balance is payable within the fiscal year 2014 and is shown under current maturity.

18.2 Another facility of term finance - Il is also available from Askari Bank Ltd up to Rs. 87.5 million
(June 2012 : Rs. 100 million), availed Rs. 62.5 million (June 2012 : Rs. 50 million) to finance the
construction of new building. It carries mark up at the rate of 6 months Kibar + 2.75%, payable
in semi-annual instalments within a period of 5 years. The first trench of loan was disbursed in
October 2011.

18.3 These facilities are secured by first exclusive charge of Rs. 580.8M over the land, building and
equipment of the company.

18.4 This represent interest free loan of USD 1,339,589 (June 2012 : USD 1,339,589) from holding
Company.
2013 2012

Rupees in '000'

19. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 46,896 47,130
Current portion of obligations shown under current liabilities (26,889) (22,684)
20,007 24,446

Present value of minimum lease payments have been discounted at an implicit interest rate ranging
between 11.09% to 14.98% (June 2012 : 14.01% to 14.98%) to arrive at their present value. The lessee has
the option to purchase the assets after expiry of the lease term. No financial restriction is imposed by
these lease arrangements.

The amount of future payments of the lease and the period in which these payments will become due
are as follows:

2013
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 30,884 3,995 26,889
Later than one year but not later than five years 21578 1571 20,007
52,462 5,566 46,896
2012
Minimum Future Present VValue
Lease Finance of Lease
Payment Charges Liability
Not later than one year 27,982 5,298 22,684
Later than one year but not later than five years 26,993 2547 24,446

54,975 7,845 47,130
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2013 2012
Rupees in '000

20. DEFERRED INCOME

Opening balance 38 -
Addition during the year 40 49

78 49
Amortized during the year (19) (11)
Un amortized gain on sale and lease back transaction 59 38

This amount represents gain on sale and lease back of fixed assets. According to IAS 17 "Lease" this gain
is deferred and amortized over the lease term.

21. TRADE AND OTHER PAYABLES

Creditors 26,350 38804
Accrued liabilities 74,729 61673
Interest accrued - secured 7,252 13867
Due to related party 211 278,369 325,220
Withholding tax 4,072 7113
Provident fund payable 5,303 8248
Unclaimed dividend 1,630 1,630
Other payables 24,881 19,689

422,586 476,244

21.1 Due to related party

Parent

NetSol Technologies Inc. 163,658 145,630
Associated

NetSol Consulting Services (Private) Limited - 1,662
NetSol Technologies Europe Limited 105,249 161,505
NTPK (Thailand) Company Limited 8181 14813
NetSol Technologies (Beijing) Company Limited - 1610
NetSol Abraxas Austarila 1,281 -

278,369 325,220
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21.2 This relates to normal course of business of the Group and is interest free.

21.3 The maximum aggregate amount outstanding due to related party at the end of any
month during the year was Rs. 649.26 million (June 2012 : Rs. 474.44 million).

22. EXCESS OF BILLING OVER REVENUE
It represents maintenance fee received in advance and transferred to revenue from maintenance on
time propartion basis.
2013 2012
Rupees in ‘000
23.  SHORT TERM BORROWINGS
Export refinance - secured 231 200,000 200,000
23.1 The facility for export refinance is availed from Askari Bank Ltd amounting to Rs 200 million
(June 2012 :Rs 200 million) and carry mark-up of State Bank Refinance Rate+1% per annum (June
2012 : State Bank Refinance Rate+1% per annum per annum). The interest rate ranged between
9.2%to 11% (June 2012 : 11%) during fiscal year 2013. The due balance is payable bi-annually.
23.2  Thefacdility is secured by way of first charge aver the holding Company's current assets including
stacks/receivable/book debts up to Rs. 285.71 million.
23.3  During the year a facility of running finance is also available from Askari Bank Ltd up to Rs. 30
million, availed nil, to meet the working capital requirements. It is a sublimit of limit of Rs. 100
million available from Askari Bank for issuance of gurantees. It carries mark up at the rate of 3
months Kibor +2.5%, payable on quarterly basis.
23.4  The facility is secured by way of first charge over the Company's all present and future current
assets including stocks/receivable/book debts up to Rs. 142.857 million.
24, CURRENT PORTION OF LONG TERM LIABILITIES
Current portion of long term financing 18 50,000 50,000
Current portion of lease liability 19 26,889 22,684
76,889 72,684
25. CONTINGENCIES & COMMITMENTS

25.1 Contingencies
There are no contingencies as at June 30, 2013 (June 2012 : nil) to which the Company is a party.
25.2  Commitments

2521 The Company has issued worth Rs. 18636 million (June 2012 : Rs. 26.55 million) bank
guarantees and bid bonds to various customers against sale of software and allied
services.

252.2  The subsidiary shall indemnify Innovation Group (EMEA) Limited up to £2,000,000 (June
2012 : £2,000,000) in case of physical damage or loss to its tangible property. However at
present the subsidiary is not using / in possession of any tangible property of Innovation
Group (EMEA) Limited.
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2013 2012
Rupees in ‘000
26. REVENUE - NET
Export Revenue
License 962,580 1,072,384
Services 1,507,205 1,020,421
Maintenance 417,169 281,326
2,887,354 2,374,131
Local Revenue
Services 101,562 129,563
Maintenance 9,524 3302
111,086 133,365
Sales Tax (1,300) (7,840)
2,997,140 2,499,656
27. COST OF REVENUE
Salaries & benefits 570,375 449,118
Consultancy charges 108,213 62,619
Technical servieses 5035 -
Hardware and other material cost 47 35,805
Software licences 117,143 61,805
Staff training 3,447 866
Travelling & canveyance 110,203 98,889
Communication 16,141 13,821
Utilities 30,474 22,905
Printing & stationery 1,801 2,458
Entertainment 26,251 20,133
Insurance 1977 2,015
Vehicle running & maintenance 14,458 10,882
Repair & maintenance 17,427 10947
Certifications 4,253 3846
Fee & subscription 3,338 896
Depreciation 53 169,910 138,634
Amortization of leased assets 55 14,186 10,587
Amortization of intangible assets 6.1 107,936 85,446
1,322,615 1031672
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2013

2012

Rupees in ‘000

28. SELLING AND PROMOQTION EXPENSES

Salaries & benefits 39,476 54,947
Staff training 1,094 211
Rent, rates & taxes 9,683 95993
Travelling and conveyance 12,358 16,740
Communication 2,091 3,795
Utilities 2,731 2,300
Printing & stationery 88 346
Entertainment 2,630 2,588
Insurance 265 324
Vehicle running expenses 1,686 1,650
Repairs and maintenance 1,295 2,344
Commission on sales 41,023 21,764
Tender money 1 30
Sale promotional expenses 5,896 19,726

120,317 136,752

29. ADMINISTRATIVE EXPENSES

Salaries and benefits 157,018 128830
Staff training 320 225
Management fee 58,739 54,020
Rent, rates and taxes 5,745 4,493
Travelling and conveyance 18,590 16,486
Communication & postage 5339 4,128
Printing and stationery 616 555
Utilities 11,230 8215
Entertainment 14,157 11,258
Insurance 9,411 8775
Advertisement 1133 933
Vehicle running expenses 13,986 13,801
Repairs and maintenance 24,793 13,273
Legal and professional charges 8233 7127
Auditors remuneration 29.1 3,100 2,400
News papers & periodicals 173 107
Security expenses 272 450
Office supplies 2115 1,839
Charity & donation 29.2 15,566 8,192
Fee & subscription 8510 12,225
Miscellaneous expenses 425 250
Depreciation 5.3 57,357 46,247
Amortization of leased assets 55 4,979 3,889

421,807 347,806
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2013 2012
Rupees in ‘000’

29.1 Auditors remuneration

Audit fee 1,300 900
Certifications of group reporting 700 700
Professional services 550 450
Out-of-pocket expenses 550 350

3,100 2,400

29.2  Charity & donation

No donations were made to any donee in which a directar or his spouse had any interest at
any time during the period.

30. RETIREMENT BENEFIT
Staff salaries and benefits includes the amount of provident fund contributed by the Group.
31. OTHER OPERATING EXPENSES
Loss on disposal of assets 58 983
Others 25,943 20,908
26,001 21,891
32. OTHER INCOME
Income from financial assets
Profit on bank deposits 12,697 2,971
Profit on short term investment 221 478
12918 3,449
Income from non-financial assets
Gain on foreign currency translation 121,494 27087
Amortization of deferred revenue 19 11
Miscellaneous income 13 14,525
121,526 41,623
134,444 45072
33. FINANCE COST

Lease finance charges 6,631 6,110
Interest on loans 886 6,229
Lease documentation charges 26 37
Bank charges 1,651 1,497

9,194 13873
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34, TAXATION

Income of the Group from export of computer software and its related services developed in Pakistan
is exempt from tax up to 2016 as per clause 133 of the Second Schedule to the Income Tax Ordinance,
2001. However tax as per applicable rates is charged to the income of the Group generated from other
than core business activities.

2013 2012

Rupees in '000'

Reconciliation of income tax expense for the year

Accounting profit 1,231,650 992,734
Enacted tax rate 35% 35%
Tax on accounting profit at enacted rate 431,078 347,457
Tax effect of income exempt from tax (427,149) (343,397)
Tax effect of income taxed at different rates (1,107) (1,702)

2,822 2,358

The Group has made the provision for taxation based on its understanding of the tax laws and regulations
and on the basis of advice from its tax consultant. These provisions may require change in case these
laws and regulations are interpreted differently by tax authorities and the Group's appeals are not
accepted at various forums.

35. REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

The aggregate amounts charged in the accounts for the remuneration, including all benefits, to the Chief
Executive, Directors and Executives of the Group were as follows:

Chief Executive Directors Executives
2013 2012 2013 2012 2013 2012
Rupees in '000'

Managerial remuneration 4,000 4,000 2,200 2400 331,239 172310
Retirement benefits - - 220 240 22,678 11,853
Rent and house maintenance 1,600 1,600 880 960 122,001 68924
Utilities 400 400 220 240 30,501 17,231
Medical expenses 96 136 109 63 15,441 9,501
Share options 39 77 16 3 206 408
Total 6,135 6,213 3,645 3934 522066 280,227
No. of Persons 1 1 1 1 430 214

The Chief Executive, Directors and some Executives have been provided with company maintained cars.

Nothing is paid to any non-executive director of the company in form of remuneration or other benefits
except a fee approved by the board far attending the board meetings.
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36. TRANSACTION WITH RELATED PARTIES
Related parties comprise of holding company, associated undertakings, directors of the Company, key
employees and staff retirement fund. The Group in the normal course of business carries out transactions
with various related parties. Amounts due from and to related parties are shown under receivables and
payables. Parent, subsidiary and associated undertakings also have some commoan directorship.
Details of transactions with related parties, other than those which have been specifically disclosed
elsewhere in these financial statements are as follows.
2013 2012
Rupees in ‘000
Relationship with the Group Nature of transactions
(i) Parent Management fee 58,739 54,020
(i) Associated undertaking Provision of services 762,176 551,505
Expenses Incurred - 21,550
(i) Post employment benefit Contribution to defined
contribution plan 31,851 24,650
(iv)  There are no transactions with any key management personnel other than under the terms of
employment.
37. CAPITAL MANAGEMENT

The primary objective of the Group's management is to ensure that it maintains a strong credit rating
and healthy capital ratios while continue as going concern in order to support its business and maximize
shareholder value.

The Group manages its capital structure and makes adjustment to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment
to sharehalders, return capital to shareholder, issue new shares or sell assets to reduce debts or raise
debts, if required.

As of the balance sheet date, the management considers that the capital of the Group is sufficient to
meet the requirements of the business.
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38.

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

Financial Risk Management

The Group's activities are exposed to a variety of financial risks. The Board of Directors of the holding
company has overall responsibility for the establishment and oversight of the Group's risk management
framework. The Group's overall risk management strategy seeks to minimise adverse effects from the
unpredictability of financial markets on the Group's financial performance. The holding Company sets
policies, strategies and mechanisms, which aim at effective management of these risks within its unique
operating environment. The key financial risks include credit risk, liquidity risk, interest rate risk, and
foreign currency risk .

Risk management is carried out in accordance with established policies and guidelines approved by
the Board of Directors of the holding Company. The management continually monitors the Group's risk
management process to ensure that an appropriate balance between risk and control is achieved. Risk
management objectives and policies are reviewed regularly to reflect changes in market conditions and
the Group's activities.

(a) Credit Risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter-
parties failed completely to perform as contracted. To reduce exposure to credit risk the Group has
developed a farmal approval process whereby credit limits are applied to its customers. The management
alsa continuously monitors credit exposure towards the customers and makes provision against those
balances considered doubtful of recovery. Credit risk of the Group arises principally from the trade debts,
loans and advances, trade deposits and other receivables. The carrying amount of financial assets
represents the maximum credit exposure. The maximum exposure ta credit risk at the reporting date is
as follows:

2013 2012
Rupees in ‘000

Financial Assets

Trade debts 38.1 1,240,365 1,074,075
Loans and advances 2,410 567
Security deposits 6,772 6,342
Other receivables 12,700 21076
Due from related parties 28,625 LU LT
Bank balances 38.2 327,099 137,420

1617971 1,284,027

38.1 The Group does not have significant exposure to any individual customer. The Group has made
allowances, where necessary, for potential losses on credits extended.

38.2  Bankbalances are held only with reputable banks with high quality credit ratings.
(b) Liquidity risk

Liguidity risk reflects an enterprise's inability in raising funds to meet commitments. The Groups exposure
to liguidity risk arises primarily from mismatches of the maturities of financial assets and liabilities. The
Group follows an effective cash management and planning palicy to ensure availability of funds and to
take appropriate actions for new requirements. The following are the contractual maturities of financial
liabilities, including interest payments and excluding the impact of netting agreements:
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2013
Carrying Contractual One year Two to More than
amount cash flows or less five years five years

Rupees in '000

Non-derivative
financial liabilities

Finance lease liability 46,896 52,462 30,884 21,578 =
Long term loan 222,665 233,633 58,687 174,946 =
Trade and other payables 422,586 422,586 422,586 = =
Short-term borrowings 200,000 218,800 218,800 - -
892,147 927,481 730,957 196,524 =
2012
Carrying Contractual One year Two to More than
amount cash flows or less five years five years

Rupees in ‘000

Non-derivative

financial liabilities

Finance lease liability 47130 54975 27982 26,993 -
Long term financing 226,591 243,788 64,203 179,585 -
Trade and other payables 476,244 476,244 476,244 - -
Short-term borrowings 200,000 222,000 222,000 - -

949,965 997,007 790,429 206,578 -

The contractual cash flows relating to the above financial liabilities have been determined on the basis of
mark-up rate effective as at 30 June. Rates of interest / mark - up and their maturities are given in the
respective notes.

(c) Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Majority of the interest rate exposure arises from short
and long term borrowings from bank, term deposits and deposits in profit and loss/saving accounts with
banks and investments in mutual funds. At the balance sheet date profile of the Group's interest-bearing
financial instrument is:
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2013 2012
Rupees in ‘000

Financial assets
Bank balances 307,740 130,705

Financial Liabilities

Finance lease liability 46,896 47,130
Long term loan 222,665 226,591
Short-term barrowings 200,000 200,000

469,561 473,721

Sensitivity analysis

The following table demonstrates the sensitivity to a reasonably possible change in the interest rates,
with all other variables held constant, of the Group's profit net of tax.

Impact on Profit and loss account (net of tax)
As at 30 June

100 bps increase will result in decrease in profit by 573 2172
100 bps decrease will result in increase in profit by 573 2172

(d) Foreign Currency Risk

Foreign currency risk arises mainly where receivables and payables exist due to transactions entered
into foreign currencies. The Group is exposed to foreign currency risk on trade debts, payables and
revenues which are entered in a currency other than Pak Rupees. Majority of the revenue of the Group
is in currencies other than Pak Rupees. The Group also hold cash and cash equivalents denominated in
foreign currencies for working capital purposes.

Sensitivity analysis

The following analysis demonstrates the impact of a 5% strengthening/weakening of the Pak Rupee
against other currencies at 30 June on equity and profit and loss account by the amounts shown below.
This analysis assumes that all other variables, in particular interest rates, remain constant. The analysis
is performed on the same basis for 2012.

Impact on Profit and loss account (net of tax)

As at 30 June

Strengthening 98,688 56,974
Weakening (98,688) (56,974)

(e) Fair Value of Financial Assets and Liabilities

The carrying values of financial assets and financial liabilities reported in balance sheet approximate
their fair values.
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39. PROVIDENT FUND RELATED DISCLOSURE
A joint provident fund is maintained by NetSol Group. The following information is based on the latest financial
statements of the fund:
2013 2012
(Unaudited) (Audited)
Rupees in ‘000'
Size of the fund - Total Assets 174,771 120,058
Cost of investment made 145,252 91871
Percentage of investment made 39.1 89% 86%
Fair value of investments 391 156,933 102,532
39.1 The breakup of fair value of investments is
2013 2012
Investments  Percentage of Investments  Percentage of
Rupees in'000 investmentas Rupeesin'000 investment as
size of fund size of fund
Bank Balances 110,819 63% 63,203 53%
Mutual Funds 46114 26% 39,329 33%
156,933 89% 102,532 86%
39.2 The investments out of provident fund have been made in accordance with the provisions of Section
227 of the Companies Ordinance, 1984 and the rules formulated for this purpose.
40. NUMBER OF EMPLOYEES

The total average number of employees during the year and as at June 30, 2013 and 2012 respectively as follows:

2013 2012
No of Employees

Average number of employees during the year 857 804

Number of employees as at year end 919 777
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41.

SEGMENT REPORTING

For Management purposes, the Group's operating businesses are organised and managed separately
according to the nature of products and services provided, with each segment representing a strategic
business unit that offers different products and serves different to industries.

The Group measures the performance of its operating segments through a measure of segment's gross
profit or loss referred to as segment results. Segment results are determined by deducting directly
attributable segment expenses from segment revenues. The accounting policies of the reportable
segments are the same as that of the Group's accounting policies. This measure is reported to the CODM
for the purposes of resource allocation and assessment of performance. All other expenses are reported
separately to CODM.

Intersegment revenue is recorded at fair market price.

With respect to geographical regions, revenue is generally allocated ta regions based on the location
where the products and services are provided.

Fixed assets used in the business or liabilities contracted have not been identified to any of the
reportable segments, as the fixed assets and services are used interchangeably between segments.
Accordingly, no disclosure relating to total segment assets and liabilities are made.

Reportable Segments

The CODM has identified the segments which may earn revenues and incur expenses and whose
operating results are subject to regular. Following are identified segments.

(i) Global Leasing and Financial Solutions (NFS)

The Groupis primarily engaged in the selling of licences of its state-of-the-art NetSol Financial Suit (NFS),
its customisation and maintenance. This segment mainly operates in Asia Pacific region.

(i) Information Security (IS)

The Group globally offers a full range of Information Security services to help companies safeguard the
confidentiality, veracity, and accessibility of information regarding their valuable assets.

(iii) Software Services and Solutions (SSS)

The Group is globally engaged in providing customised solutions as well as other IT Products.

(iv) Business Process Outsourcing (BPO)

The Group provides IT Related Outsourcing services mainly in the USA and European regions.

Except as indicated above, no operating segments have been aggregated to form the above reportable.
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Following is an analysis of the Group's revenue and results by reportable segment.

2013
NFS IS SSS BPO Total
Rupees in '000'
Revenue - Net
External sales
Licence 962,980 = = = 962,980
Services 1,021,548 114,895 1,372 469,652 1,607,467
Maintenance 417,169 - 9,524 - 426,693
Inter-segment sales -
Total revenue 2,401,697 114,895 10,896 469,652 2,997,140
Cost of revenue (801,324)  (167,112) (63302)  (290878) (1322615)
Segment results 1,600,373 (52,216) (52,406) 178,774 1,674,525
Unallocated corporate expenses:
Selling and promotion expenses (120,317)
Administrative expenses (421,807)
Other operating expenses (26,001)
Other income 134,444
Finance cost (9,194)
Taxation (2,853)
Profit after taxation 1,228,797
Depreciation & amortisation 219,450 25,736 31,231 15,615 292,032
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2012
NFS IS SSS BPO Total
Rupees in ‘000
Revenue - Net
External sales
Licence 1,072,384 - - - 1,072,384
Services 620,900 115,450 19534 386,260 1142144
Maintenance 276,658 - 3802 4,668 285,128
Inter-segment sales ~
Total revenue 1,965,942 115,450 23336 390928 2,499,656
Cost of revenue (524,665) (165,290) (96,805) (244912) (1,031,672
Segment results 1,445,277 (49,840) (73,469) 146,016 1,467,984
Unallocated corporate expenses:
Selling and promotion expenses (136,752)
Administrative expenses (347,806)
Other operating expenses (21,891)
Other income 45072
Finance cost (13873)
Taxation (4,056)
Profit after taxation 938,678
Depreciation & amortisation 154,599 27430 37,843 14,795 234,667
*Key
NFS = NetSol Financial Solutions  SSS = Software Services and Solutions
IS = Information Security BPO = Business Process Outsourcing
41.2 Revenue by geographic regions
Pakistan  Asia Pacific Australia & Others Total
USA
Rupees in '000'
Year ended 2013 109,786 1,825,290 766,267 295,797 2,997,140
Year ended 2012 125526 1620612 387,538 365,980 2,499,656

Asia Pacificincludes: China, Thailand, Japan, Taiwan & Korea; Australia & USA includes Australia,

New Zealand & USA; Others include Europe & Middle East
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41.3 Revenue from major customers

The revenue from major customers during the year was Rs. 261 million (June 2012: 468
million).

41.4 Non current assets

Net book value of non-current assets held in foreign countries is Rs. 11.06 million (June 2012:
Rs. 15.56 million).

2013 2012
Rupees in ‘000’

42,  CORRESPONDING FIGURES

Corresponding figures have been re-classified for better
presentation, in respect of following:

Note From Note To
12 Other receivable - considered good 12 Sales tax refundable 3,011 238
29 Directors remuneration 29 Salaries and benefits 9,780 8,129

43, NON ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors in their meeting held on September 06, 2013 have recommended a final
cash dividend of 10% i.e., Rs. 1 per share and 10% bonus share issue i.e., 1 share for every 10 shares
held by the members. The above recommendations of cash dividend and baonus issue are subject
to the approval of the members at the Annual General Meeting to be held on October 21, 2013.
These financial statements do not include the effect of the above recommendations and they will be
accounted for in the period in which they are approved by the members.

44,  DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 06, 2013 by the Board of
Directors.

45, FIGURES

Figures have been rounded off to the nearest thousand rupee.

Chief Executive Officer Director
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT the 17th Annual General Meeting of NetSol Technologies
Limited will be held on Monday October 21, 2013 at 11:00 a.m. at Royal Palm Golf &

Country Club, 52-Canal Bank Road, Lahore., to transact the following business:

Ordinary Business

1. To receive, consider and adopt financial statements of the company for the year ended June 30, 2013
together with the directors’ and auditors' reports thereon.

2. Toapprove the payment of cash dividend of Rs. 1.00 per share (i.e., @10%) as recammended by the board
of directors.

3. Toappoint company's auditors for the year ending June 30, 2014 and to fix their remuneration.

Special Business

4. To consider and approve, as recommended by the directors, the issue of 10% bonus shares in proportion
of one (1) ordinary shares far every ten (10) ordinary shares held by the members (i.e., @10%) for the year

ended June 30, 2013.

A statement under section 160(1)(b) of the Campanies Ordinance, 1984 pertaining to the special business is
being sent to the member's along with this notice.

By Order of the Board

Boo-Ali Siddiqui
Company Secretary

Lahore
September 27, 2013

NOTE:

1. Share transfer books of the Company will remain closed from October 15, 2013 to October 21, 2013
(both days inclusive).

2. Shareholders are requested to notify the change of addresses, if any, to our Shares Registrar, M/s
Viision Consulting Ltd., 3-C, LDA Flats, Lawrence Road, Lahore Tel #+92(42) 36375531, 36375339 and

Fax #+92(42) 36312550 by the close of business hours on October 14, 2013. This will be treated in time
for the entitlement of cash dividend and bonus shares and to attend the meeting.

3. A member entitled to attend and vote at the meeting may appoint another member as his/her proxy
to attend and vaote in his/her place. Proxies, complete in every respect, in order to be effective, must be
received at the registered office of the company not less than 48 hours before the time of the meeting.

4, In accordance with the notification of the Securities and Exchange Commission of Pakistan, SRO

831(1)2012 dated July 05, 2012, dividend warrants should bear CNIC number of the registered member or
the authorized person, except in case of minor(s) and corporate members. Accordingly, Members who
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have not yet submitted copy of their valid CNIC are requested to submit the same to the Company's
Independent Share Registrar, with Members' folio no. mentioned thereon without any further delay.

Mandate for E-dividends for Shareholders:

In order to make process of payment of cash dividend more efficient, e-dividend mechanism has been
envisaged wherein sharehalders can get amount of the dividend credited into their respective bank
accounts electronically without any delay. In this way, dividends may be instantly credited to respective
bank accounts and there are no chances of dividend warrants getting lost in the post, undelivered
or delivered to a wrang address etc.,. The Securities and Exchange Commission of Pakistan (SECP)
through Notice No.8(4) SM/CDC 2008 dated April 05, 2013 has advised all listed Companies to adopt
e-dividend mechanism due to the benefits it entails for shareholders. In view of the above, you are
hereby encourage to provide a dividend mandate in favour of e-dividend.

CDC account holders will further have to follow the under mentioned guidelines as laid down by the
Securities and Exchange Commission of Pakistan:

For Attending the Meeting;

In case of individuals, the account halder or sub-account holder and/or the persons whose shares are
in group accounts and their registration details are uploaded as per CDC Regulations shall authenticate
theiridentity by showing their original Computerized National Identity Cards (CNICs) or original passport
at the time of attending the meeting.

In case of Corporate entity, the board of Director's Resolution/pawer of attorney with specimen
signature of the nominee shall be produced (unless it has been provided earlier) at the time of the
meeting.

For Appointing Proxies:
In case of individuals, the account holder or sub-account holder and/or persons whose shares are in
group accounts and their registration details are uploaded as per CDC Regulations, shall submit the

proxy form as per the above requirements.

The proxy form shall be witnessed by twa persons whose names, addresses and CNIC numbers shall
be mentioned on the farm.

Attested copies of CNICs or the passport of the beneficial owners and the proxy shall be furnished with
the proxy form.

The proxy shall produce his original CNIC or ariginal passport at the time of the meeting.
In case of corporate entity, the Board of Director's resolution/power of attorney with specimen
signature of the person nominated to represent and vote on behalf of the corporate entity, shall be

submitted (unless it has been provided earlier) along with proxy form to the Company.

Audited accounts of the Company for the year ended June 30, 2013 have also been placed on the
Company's website.
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STATEMENT UNDER SECTION 160(1) (B) OF THE COMPANIES ORDINANCE, 1984

This statement sets out the material facts concerning the Special Business to be transacted at the 17th Annual
General Meeting of the Company to be held on Octaber 21, 2013.

Item No. 5 of the Agenda

The board of director in their meeting held an September 06, 2013 have recommended issue of bonus shares
in praportion of one (1) Ordinary share for every ten (10) Ordinary shares held by the Members (i.e. @ 10%).
The Directors are of the opinion that the free reserves of the Company are adequate for capitalization of 10%
bonus shares.

The Directors are not directly orindirectly interested in this special business except ta the extent of entitlements
of bonus shares to be allotted to them as shareholders of the Company.

The following resolution is proposed to be passed as Ordinary Resolution with or without modification, addition
or deletion:

Resolved That:

(i) Free reserves of the Company be capitalized and applied towards the issue of 10% fully paid bonus
shares i.e., in the proportion of one (1) ordinary shares for every ten (10) held by the members of the
Company whose names appear on the Members' Register at the close of the business on Octaber 14,
2013.

(if) The bonus shares shall rank pari passu in all respects with the existing shares but shall not be eligible
for the final dividend declared for the year ended 30 June 2013.

(iif) Members' entitlement to fractional shares as a result of their holding either being less than ten
ordinary shares or in excess of an exact multiple of ten ordinary shares shall be consolidated into
whole shares and sold on the Karachi Stock Exchange and the proceeds so realized shall be paid to
shareholders according to their entitlements in the form of revenue stamps.

(iv) The Chief Executive Officer and Company Secretary be and are hereby jointly and/or severally
authorized to give effect to this resolution and to do and cause to be done all acts, deeds and things
that may be necessary ar required for issue, allotment and distribution of the said bonus shares and
payment of the sale proceeds of the fractional shares.
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Form of Proxy

I/ We
(Name)
Of
(Place)
being a member(s) of NETSOL TECHNOLOGIES LIMITED hereby appoint
(Name and Folio No. / Participant Account No. & Sub-Account No.)
Of

(Place)

who is also a member of the Company, as my/our proxy to attend and vote on my/our behalf at the Annual
General Meeting of the Company to be held at Rayal Palm Glof & Country Club, 52-Canal Bank Road, Lahore. on
Monday October 21, 2013 at 11:00 a.m. and at any adjournment thereof.

Signed at this Dayof ___________ 2013.

Witness 1:
Signature:
Name:
Address: Five Rupees

Revenue Stamp

CNIC or
Passport No.

Witness 2.
Signature: Signature of Member(s)
Name: Sharehalder's Folio No.
Address: and/or Participant .LD.No._____________
CNIC or

Passport No.

Note:

1) This form of proxy, in order to be effective, must be deposited duly completed, at the Company's
registered Office at NetSol Technologies Limited, NetSol IT Village (Software Technology Park)
Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. not less than 48 hours before the time
of holding the meeting.

2) A Proxy must be a member of the Company. Signature should agree with the specimen registered
with the Company.
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