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To become the leading and world class provider of IT solutions and services in each market of operations, by

leveraging our global positioning and creating strong growth potential, resulting in increasing shareholders’

value and providing great environment for our employees.

Vision Phrase GIELELT)

The leading and world class provider

In each market

By leveraging our global positioning
Creating strong growth potential
Increasing shareholders’ value

Great environment for our employees

Mission Statement

We will continue to invest in highest quality human
resource, certifications, processes, infrastructure
and product development.

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

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

We will invest in capacity building, research and
development and emerging technology markets.

We aim to provide above average and superior
returns to our shareholders.

A caring environment that fosters growth and
development, learning, openness, opportunities
and creativity.

To be the premium solutions provider for the global leasing and finance businesses:

e 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.

e We will leverage our world class software development capabilities to develop new IP in business

segments where we can add value.

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

o We will tirelessly explore ways to improve the breadth and depth of our offerings, both organically and

through mergers and acquisitions.

e We ultimately aim to enhance shareholders’ value, incrementally and exponentially, by growing existing
streams as well as building new streams through research and development, partnerships, acquisitions

and spin-offs.
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QUALITY

Our commitment is to continually improve the effectiveness of our quality management system through;
e Monitoring and enhancing customer satisfaction

¢ Reviewing and enhancing quality objectives

o Regular assessments against international standards

o Developing and maintaining a skilled & motivated resource base

o Effective implementation of software measurement programs

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

We are continuously investing in software processes improvement and ISO/SEl authorized trainings for our
teams. Our vigor, experience and experimentation in the quality domain since our inception puts us in an
ideal position to assist other companies in areas like Software Process Improvement, ISO Certification, SW -
CMM appraisals and other quality related matters.
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SERVICES

Dortfolio

Industries we serve

Information
Technology

=

Telecommunication

o

Lease & Finance Insurance

Services we offer

Application Development &
Maintenance

Technology Outsourcing l

l Business Intelligence Information Security l
l IT Consulting & BPR System Integration l

l Enterprise Solutions
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GLOBAL

CUS

CHINA

Mercedes Benz Auto Finance

Mercedes Benz Leasing

Toyota Motor Finance

Volvo Automotive Finance

BMW Automotive Finance

Mercedes Benz Financial Services Taiwan
Minsheng Financial Leasing

GAC-Sofinaco

Great wall Motors

Fiat Automotive Finance Company Limited
Fortune Auto Finance Company Limited
China ZhengTong Auto Services Holdings Limited
BYD Company Limited

Volvo Financial Leasing Company
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Mercedes Benz Leasing
Toyota Leasing Company
Nissan Leasing

AUSTRALIA
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CNH Capital
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Innovation Group Pty. Limited
Pepper Group
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HONGKONG

Mercedes Benz Finance

JAPAN

Mercedes Benz Finance Company

MALAYSIA

Mercedes Benz Financial Services

SINGAPORE

Mercedes Benz Financial Services

KOREA

Mercedes Benz Financial Services

us

Innovation Group Plc

UK

Innovation Group Plc

PAKISTAN

State Bank of Pakistan

Information Technology Department
Punjab Excise & Taxation Department
Government of Sind

Telenor
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FROM THE DESK OF

“NetSol is developing rapidly as an organization, in line with
its vision of attaining a global leadership position.”
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| am very pleased to see this financial year
close on a very strong note. It strengthens
our confidence in the company's operations
and long term profitability to emerge as

a global leader in the software industry.

It also reinforces our belief in following

an aggressive growth strategy based

on continued investments in product
development and market expansion. The
excellent market response to our latest
offering, the next generation software,
Ascent, is a strong signal to keep pushing
ahead with an aggressive growth agenda.

NetSol is developing rapidly as an
organization, in line with its vision of
attaining a global leadership position.
Alhamdolillah, the company's product
leadership is now getting extended to
excellence in other key indicators of
corporate strength, including governance,
quality control and human capital
development. The Company's ICAN program
has rapidly evolved into a strong platform
for developing IT professionals into the
next generation of business leaders. That
these efforts are well directed is borne out

by the stream of awards that the Company

1ancial Statement

continues to pick up, regularly, in areas such
as export performance, quality of leadership
and gender diversity.

| believe that our shareholders have great
reason to repose trust and confidence in
the Company and its management. | feel
indebted to all of you for supporting the
Company in the tough choices that it made
in recent times to pave way for a better
tomorrow, In Shaa Allah.

Shahab-Ud-Din Ghauri
Chairman

Lahore
September 08, 2015

wwal General Meeting Annual Report 2015 /
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NETSOL

NetSol cantributed for the rehabilitation of IDP's.
Efforts and hard work of Support Staff being appreciated Salim Ghauri presenting cheque to
Chief of Army Staff, General Raheel Sharif

(RHIU JAVED BURKI INSTITUTE OF PUBLIC POLICY
#T HETSOL (BIPP)

Cloud & Entggepphsaeng CSE;ZL‘S\AG oup Lead Launching Ceremony of Shahid Javed Burki's Institute
u rprise Busi rou S
Microsoft, at NetSol for Public Policy at NetSol

NetSol Technologies awarded with “Best Selling

Own a Tree Campaign at NetSol Finance and leasing solution” in China
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ExCo 2015 - “Planning the future” Green Meadows School Shadman gets NetSol lab

17T™ Decarnber, 2014

g el
y P Ly fareony

Salim Ghauri with Ichiro Yajirma President, Member of
Board of Directors Toyota Financial Services China

Launch of Innovative Apps for Good Governance

Najeeb Ghauri receiving award for service to Pakistani
Michael Folley, President and CEQ of Telenor visits NetSol American Community from Consul General Pakistan in
Los Angeles.
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NETSOL

Aerial view of NetSol Building NetSol Australia Team

NetSol donates equipment to Rescue 15 Islamabad

NetSol China office on Growth spurt Safe City Project

P@SHA

et Telzc)gsoll_?Agu%sTvar\gSj(;nzdé?qrADw}z/grr;ét% ABEITE I NetSol Premium League 2015 Winners
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NetSol cricket team - Winners of FAST Sports Gala Baraness Noshin Mabarik CBE , House of Lards visits NetSol

World Diabetes Day 2014 walk at NetSol [T Village Zachary Harkenrder, US Consul General visit NetSol
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SHAREHOLDER'S

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 Limited are
listed & traded on Karachi Stock Exhange since
August 2005, on Islamabad Stock Exhange since
March, 2009 and on Lahore Stock Exchange since
March, 2010.

Listing Fees

Annual listing fees for the financial year 2014-15
has been paid to all the Stock Exchanges.

Stock Code

The stock code for dealing in equity shares of the
company at KSE, LSE and ISE are "NETSOL"

Service Standards

We have always endeavored to provide our valued investors with prompt services. Listed below are various

Shares Registrar

Vision Consulting Limited

3-C, LDA Flats, Lawrence Road, Lahore
Tel: +92-42-36283096,36283097

Fax: +92-42-36312550

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

For assistance, shareholders may contact the
following designated person of the Registrar:

Contact Person

Mr. Abdul Ghaffar Ghaffari
Manager Shares

services with their maximum time limit set out against each for their execution.

Activities

For Request Received

through post Over the Counter

1 Transfer of Shares 30 days after receipt 30 days after receipt
2 Transmission of Shares 30 days after receipt 30 days after receipt
3 Issuance of duplicate share certificates 30 days after receipt 30 days after receipt
4 Issuance of duplicate dividend warrants 5 days after receipt 5 days after receipt
5 Issuance of re-validated dividend warrants 5 days after receipt 5 days after receipt
6 Change of Address 2 days after receipt 15 minutes
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NETSOL TECHNOLOGIES LIMITED

Share Price/\/olume

Monthwise high, low prices of our shares traded at Karachi Stock Exchange along with monthly turnover
traded during the financial year 2014-2015 are as under :

Share price on the KSE (Rs.)

Month . Monthly Turnover
Highest Lowest

Jul-14 31.65 28.18 3,455,000
Aug-14 29.45 22.50 5,365,000
Sep-14 30.48 24.01 18,255,000
Oct-14 33.70 27.67 15,542,000
Nov-14 35.69 28.90 22,533,500
Dec-14 39.59 34.40 14,450,500
Jan-15 46.19 37.12 27,452,000
Feb-15 50.54 41.31 25,161,500
Mar-15 44,84 30.66 6,788,000
Apr-15 40.5 33.79 6,080,500
May-15 39.74 34.50 5,327,500

Jun-15 46.70 37.01 11,662,500
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STATEMENT OF

2015 %age 2014 % age
Rupees in ‘000"
VALUE ADDITION
Revenue 2,700,191 1,831,525
Other Income 121,816 163,749
2,822,007 1,995,274
Less Operation & General Expenses 690,233 785,215
Value Added 2,131,774 100% 1,210,059 100%
VALUE DISTRIBUTION
To Employee
Salaries & other employee benefits 1,414,091 66% 1,008323 83%
To Government
Income tax & other taxes 38810 2% 33,253 3%
To Provider of Capital
Bonus shares & dividend - 0% 159644 13%
To Financial Institutions
Mark-up on borrowings 11,837 1% 12,076 1%
To Charitable Institution 17,470 1% 15,045 1%
To Provider for Maintenance & Expansion of Assets
Depreciation / Amortization 836,591 39% 759,880 63%
Retained loss (187,025) -9% (778162) -64%
2,131,774 1,210,059

To Employee

To Government

To Provider of Capital

To Financial Institutions

To Charitable Institution

To Provider for Maintenance & Expansion of Assests

0%

1%
1%

1%
1%

39%
63%

83%

0% 10% 20% 30% 40% 50%

m 2015 m 2014

60%

70% 80%

90%
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2015 2014 2013 2011 2010

FIXED CAPITAL EXPENDITURE
Tangible 2412894 2,704,408 1894191 1,361923 1,240,533 662,257
Intangibles 2511297 2868568 2873958 2501052 2073091 1493810

4924191 5572976 4,768,149 3862975 3313624 2,156,067
DEFFERED EMPLOYEE = - - 54 750 2089
CONTRIBUTION EXPENSE
NON-CURRENT ASSETS
LONG TERM INVESTMENT 15,188 15,188 15,188 15,188 15,188 15,188
WORKING CAPITAL 363,378 135342 1534,796 1,277,790 850,929 1,234,983
NET ASSETS EMPLOYED 5,302,757 5723506 6,318,133 5156007 4,180,491 3,408,327
EQUITY & LIABILITIES
SHAREHOLDER'S EQUITY 5280964 5466,733 6125402 4954932 4033508 3,337,208
NON-CURRENT LIABILITIES 21,793 256,773 192,731 201,075 146,983 71,119
TOTAL FUNDS INVESTED 5,302,757 5723506 6318133 5,156,007 4,180,491 3,408327
REVENUE 2,700191 1831525 2632779 2189855 1811375 1845022
COST OF REVENUE 2,167,105 1814351 1087478 833842 674188 529,631
GROSS PROFIT 533,086 17174 1545301 1,356,013 1,137,187 1,315,391
OPERATING EXPENSES 720,111 635,692 385,693 434,589 343,499 363,527
NET (LOSS) / PROFIT FOR THE YEAR (187,025) (618518) 1,159,608 921424 793688 951864
(LOSS) / EARNING PER SHARE (2.10) (7.02) 13.48 10.73 9.24 11.08
RESERVES & SHARE CAPITAL
Reserves 4,390,487 4577021 5339672 4175817 3,254,393 2558093
Share Capital 890,464 889,699 785,717 779,102 779,102 779,102
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KEY FINANCIAL

Working Capital

Gross Profit

Net (Loss) / Profit

Return on Equity

Return on Assets

(Loss) / Earning Per Share
Book Value Per Share
Outstanding No of Shares
Debtor Turnover

Current Ratio

Rupees in
thousand

%

%

%

%
Rupees
Rupees
Shares

Times

Times

2015

363378

20%

-7%

-4%

-3%

(2.10)
59.31
89,046,423
6.02

1.33

2014

166,633

1%

-34%

-11%

-9%

(7.02)
61.44
88,969,923
5.77

1.20

2013

1,534,796

59%

L%

19%

16%

13.48

77.96

78571,703

2.73

3.05

2012

1,277,790

62%

42%

19%

16%

10.73

63.60

77,910,203

2.67

2.66

2011

850,929

63%

L%

20%

16%

9.24

51.77

77,910,203

2.00

2.08

2010

1,234,983

71%

52%

29%

24%

11.08

42.83

77,910,203

215

3.16



Business Review Financial Highlights |  Governance Financial Statements | Annual General Meeting Annual Report 2015/ 23

FINANCIAL

Summary

Return on equity Return on Assets

35% 1 30% -

30% | 29% 25% 24%

25% -
! 20% 1
19% 19% 20% 16% 16% 16%

20% 1

15%
15% -

10%
10%

5%
5% -

) 0% - . . . . .

0% - . . . | 2015 2013 2012 2011 2010

2015 2013 | 2012 | 20m 2010 o

R 1 -3%
-10% -10% A 9%
-11%
-15% - -15% -
Share Capital Reserves
Rs. in ‘000"
Rs. in '000"

900,000 4 890464 889,699

6,000,000
880,000 - 5339672
860,000 5,000,000 4,577,021
4390487

840,000 - 4,175,817

4,000,000
820,000 - 3,254,393
800,000 - 3,000,000 2,558,093

78T 8102 779102 779702

780,000 -

2,000,000
760,000
740,000 - 1,000,000
720,000 - : : : :

2015 2014 2013 2012 2011 2010 0 -

2015 2014 2013 2012 2011 2010

Book value per Share Earning / (loss) per share

Amount in Rs. Amountin Rs.

90 - 15 79 13.48

80 77:%6 1073 11.08
] 9.24
70- 10
61.44 63.60
el 5931
51.77
i 5
50 42.83
40
0 - . . . .

T
—. 2013 2012 2011 2010

-2.10

-7.02

2015 2014 2013 | 2012 | 2011 2010
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Rs. 6,407
millions

m Non-Current m Current

Revenue

11%

Rs. 2,700

millions

66%

M License m Services = Maintenance

Equity & Liabilities

0.3%

Rs. 6,407
millions

82%

m Share Capital and Reserves m Current Liabilities

m Non-Current Liabilities

Expenses

190% 1%

Rs. 3,009
7% millions

m Cost of revenue m Other operating expenses
m Selling and promotion m Finance cost
expenses

m Administrative expenses mTaxation
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Board of

Shahab-Ud-Din Ghauri

Chairman

Shahab-Ud-Din Ghauri joined the board of NetSol Technologies in February 2014. His association with
NetSol goes back to its inception when he put in the seed capital in the venture in 1996 and later served
NetSol UK, as Managing Director in 2000. Before investing into the vision of NetSol, he was a successful
entrepreneur managing his own business of contacting heavy machinery from the USA and Romania
for use in Pakistan. Dealing with large multinational oil drillers and construction companies for over a
decade he brings invaluable experience to the Board.

Salim Ullah Ghauri

Chief Executive Officer

Salim Ullah Ghauri is the sponsor and founder member of NetSol Technologies Ltd. He has been a
software developer since early 1980s, and between 1981 and 1995 he designed and developed financial
applications for large size databases. Before establishing NetSol Technologies, He was a successful IT
consultant in Australia. His last assignment was with BHP Steel in Sydney. As a system integrator he
was responsible for software and hardware solutions. His main achievement was the introduction of
a PC-based network in BHP Steel. From 1988-89, He consulted with the State Rail Authority of NSW
Australia for its MIS reporting. Before moving to Australia, he was in Saudi Arabia, where he started his
IT career at Citibank, Riyadh in 1979. After leaving Citibank, he started his first venture with the help of
local funding. He is credited with setting up the first IT-based training institute and a software house in
Dammam, Saudi Arabia. He is also the Honorary Consul of Australia for Punjab, Pakistan.

\Vaseem Anvar

Independent Director

Vaseem Anvar has been actively and rigorously participating in the engineering and construction
industry to witness its dynamic growth in Pakistan. Very well known for his leadership skills, his hard
work attitude has proven him an exuberant Chief Executive within the organization. After spending
early days of education, he migrated to the United States of America for the higher education. Vaseem
attained his B.S. in Economics and Construction Management from the University of California at
Berkeley. After obtaining the MBA degree from Stanford University, with the emphasis on Global
Expansion and Cutting Edge Competitiveness, he joined Echo West International. Under the vision and
eighteen years management experience of Vaseem Anvar in the areas of design, planning, construction,
construction management, real estate development, the firm has experienced consolidated growth in
Pakistan and International markets.
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Shahid Javed Burki

Independent Director

Prior to joining as board member, Shahid Javed Burki had a distinguished career with the World Bank
where he held a number of senior positions. In 1996-1997, He took a leave of absence from the World
Bank to act as Finance Minister of Pakistan. Upon early retirement from the World Bank, He acted
as CEO of the Washington-based investment firm EMP Financial Advisors from 1992-2002. He also
spends some time each year as Senior Visiting Research Fellow at the Institute of South Asian Studies,
National Singapore University. He also has a distinguished academic background. He was educated
at Government College, Lahore where he received his M.Sc. in Physics, Oxford University as a Rhodes
Scholar where he received his MA (Hons) in Economics, and Harvard University as a Mason Fellow where
he received an MPA.

Fida Hussain

Independent Director

Fida Hussain was born in Karachi and after completing his Bachelors in business from Karachi University,
he moved to Saudi Arabia where he worked for various multinational companies including CitiBank
and LM Ericsson and held the senior management positions. He had the opportunity to attend various
administration and operational management training programs from Sweden. After coming back to
Pakistan, he established first bread plant in Karachi, the enterprise which made a humble beginning in
1981 has, within a decade, grown to capture 35% of the consolidated market share of all bread products
in the country. Major driving force for this rapid growth was his ability to manage things independently
and make teams who could accomplish their assigned tasks in line with overall strategic objectives of

company.

Najeeb Ullah Ghauri

Non Executive Director

Najeeb Ullah Ghauri is Pakistani born US national and a resident in California. His career spans over
25 years of academic, corporate and entrepreneurial accomplishments. His most dynamic, can do and
versatile attributes led him to successfully manage senior divisional roles in fortune 500 companies
such as Unilever and Atlantic Richfield Corporation, or Arco for short, prior to embarking on a most
successful and challenging venture of his career to date. He received his bachelor's degree from Eastern
lllinois University, and earned an MBA in marketing from the Drucker School of Management at The
Claremont Graduate School. In 1982, He was a nominee for the Ernst & Young ‘Entrepreneur of the Year'
award in California. He is very active in various educational non-governmental organizations (NGOs)
worldwide. He is a founding board member of the Pakistan Human Development Fund. He is a board
member at the U.S. Pakistan Business Council in Washington, D.C. (a U.S. Chamber of Commerce Body),
and is also on the board of M4 International, Inc., a California-based executive consulting firm.

Omar Shahab Ghauri

Executive Director

Omar Shahab Ghauri joined NetSol in 2005, as a Business Development Executive. He quickly moved up
the ladder and assumed the position of Vice President in 2008, until finally becoming in charge of NFS -
NetSol's flagship product in 2010. He envisioned NFS as an established global product, spearheaded its
development and streamlined processes for its global delivery. He played a vital role in transforming the
product portfolio philosophy to a well-managed product line. He completed his Bachelors in Computer
Science from James Madison University, USA in 2002.
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DIRECTORS' REPORT TO THE

“By the grace of Almighty Allah, the company has started its journey back to
profitability in the fiscal fourth quarter.”




Governance

GENERAL OVERVIEW

Businesses are adapting and reshaping their
strategies and increasingly using technology to
establish a stronger customer connect, create
competitive differentiation and address new
opportunities. In particular, the adoption of the
digital five forces namely mobility, cloud, big data
analytics, social media and artificial intelligence
continues apace resulting in reimagined business
models, business processes, systems and
workplaces, disrupting the old ways of doing
business in multiple industries and opening

up entirely new, often unconventional, revenue
sources for those who have imaginatively
leveraged these forces.

During the fiscal year ended June 30, 2015
Pakistan's IT exports shown a reasonable pace of
growth. Despite many challenges and issues to
industry players, Pakistan continues to show great
promise as a flourishing technology hub to the
world with its growing pool of talented and highly
motivated engineers. Pakistan's partnerships with
countries such as China, as well as investments
from the UK and Saudi Arabia are encouraging
signs of its geopolitical and economic turnaround.
Similarly, the US is Pakistan’s largest trading
partner with many Fortune 500 companies doing
business in the country for decades. These types
of investments are expected to increase in future,
bringing more opportunities for businesses across
the world to expand in Pakistan as the country
continues its economic resurgence and local
entrepreneurial endeavors into larger companies
with new technologies and new products and
services.

From NetSol perspective, the fiscal 2015 had
started with a number of challenges. After the
announcement of our next generation product
"NFS Ascent™ in the fiscal year 2014, the company
experienced severe pressure on the sale of its
legacy system "NetSol Financial Suite™ as lot of
traction was recorded from the customers for the
next generation product. As a result, a decline was

Annual Report 2015 / 29

noticed in the overall revenues of the company in
the fiscal year 2014 and even in the first half of
the fiscal 2015. However, by the grace of Almighty
Allah, the company has started its journey back
to profitability in the fiscal fourth quarter. The
revenues numbers have increased to be the

ever highest in the history of the company. Main
contributors toward revenue were the demand of
the legacy product particularly in China as well as
signing of new deals of NFS Ascent™. The overall
improved revenues have resultantly contributed
towards the profitability of the company, hence
reducing the overall losses which were posted
during the first nine months of the fiscal year.

NFS ASCENT"

Ever since its launch nearly two years ago, our
next generation product, NFS Ascent™, has seen

a meteoric rise in popularity in the global finance
and leasing industry. Despite being in infancy,
Ascent saw a successful finalization of the
implementation of its wholesale system this year
for a leading Japanese automobile manufacturer.
In addition to it, the implementation of its
Contract Management System as well as the
Credit Application Process is at final stages at a
renowned captive finance company in Indonesia.
Additionally, a major existing auto captive client is
now in negotiations with NetSol to upgrade the old
legacy system to NFS Ascent™. This promising rise
garnered even more interest from other parts of
the world where, in addition to drawing preliminary
inquiries from an eminent Australian lending and
financial services group, it also gained traction
with numerous customers in China, requesting

to provide them an upgrade to the NFS Ascent™
platform.

NFS Ascent™, has managed to create a solid
momentum, showing promise of future spurs
of growth. The product has drawn interest from
companies of different business volume levels
as it is purposed to be highly scalable to match
requirements of businesses of all sizes. NetSol
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designed its next generation product suite with
the current and forecasted needs of the leasing
and finance industry in mind, with provisions in
place to cater to any variances that might occur
over time in those requirements.

NETSOL FINANCIAL SUITE™ (NFS)

NetSol continues to dominate the global finance
and leasing industry, specifically the Asia Pacific
region, through its flagship legacy product, the
NetSol Financial Suite™. The software streamlines
asset-based finance operations from contract
origination through completion. NFS is the leading
solution of its type in the Chinese market, holding
the largest market share. NFS has also continued
to do exceptionally well in the country for which

it was awarded the “First Rate and Best Selling
Finance and Leasing Solution Provider” for the
third year running. This year was even better than
last year bringing in several new implementations.
NFS Wholesale Finance System was sold to a
joint venture between Geely Automobile Holdings
Limited and BNP Paribas Personal Finance,
providing auto dealers with a software platform to
manage their operations and financing activities.
Another joint venture DongZheng, between
ZhengTong Auto Services Holding Limited, a
premium dealership group in China, and DongFeng
Motors Corporation, went live with the NetSol
Financial Suite.

ENTERPRISE MOBILITY

NFS Enterprise Mobility being one of the first of
its kind in the asset finance and leasing market
has created a lead against its competitions and
new industry entrants. The product enables both
finance and leasing businesses to mobilize their
operations, giving remote operational abilities
throughout the leasing lifecycle and also gives the
end customer a means to monitor their accounts.
NetSol has launched its mobility suite in all the
major regions of the world, using key industry

events as the main channel to spread awareness
of the product and create need realization
amongst finance and leasing companies. NFS
Mobility has demonstrated a lot of cross selling
appeal as various existing customers have shown
interest in the product.

IT CONSULTING AND SERVICES

Like all spheres NetSol made considerable
developments in the services sector, excelling

in consulting and services across many
information technology sub disciplines like
product development, information security,
process improvement and maintenance protocols.
We have the highest quality IT consultants and
services experts, with unique problem solving
abilities and decades of exclusive experience under
their belt. Many projects were carried out during
the current fiscal year, making NetSol's services
operations a valuable source of revenue for the
company, supplementing the core business.
Furthermore, the information security group
continued to provide services in the information
security management domain, offering services,
assessments, penetration and vulnerability
testing, consultancy and product implementations.

OUTSOURCING

One of the prominent areas in the information
technology industry is the outsourcing business
and 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. Since its inception, the
number of its resources are increasing at a
reasonable pace. The company has its clientele in
all three major regions of the world i.e., Europe,
Australia and the North America. The growing
number of resources shows the confidence of the
customers in our professionalism and the quality
of our services.



B l Governance

FINANCIAL PERFORMANCE

For the Year

ended June 30, 2015
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For the Year
ended June 30, 2014

Revenue 2,700,191 1,831,525
Gross profit 533,086 17174
Net loss (187,025) (618,518)
Weighted average No. of outstanding shares 88,999 88,069
Loss per share — basic (2.10) (7.02)
Loss per share — diluted (2.09) (6.98)
Adjusted EBITDA per share — diluted 7.54 1.79

Fiscal 2015 though started at a negative note for
the company, but concluded positively. Though
the Company has still posted loss for the current
year yet it has reduced to a great extent compared
with the previous year results. More importantly,
the company is back to profitability in the fourth
quarter of the fiscal 2015.

Net revenues for the year ended June 30, 2015
were Rs. 2,700 million compared to Rs. 1,832
million in fiscal 2014. License revenue remained
comparable with the last fiscal year reported
numbers. However Services revenues improved
to Rs. 1,785 million in the current fiscal year
compared to Rs. 978 million in the same period
last year. The additional enhancement as well

as customization requests from the existing
customers coupled with the implementation of
both the legacy and next generation products at
various customers sites have resulted in such

an increase in the overall services revenues.
Maintenance revenue also increased from

Rs. 478 million in the fiscal 2014 to Rs. 609

million in the current fiscal year. The increase in
maintenance revenue is mainly attributable to the
implementations which were completed during the
previous year but for which maintenance income
has started coming from the current year.

Gross profit for the year was Rs. 533 million, up
from Rs. 17 million in the same period last year.
The company posted net loss of Rs. 187 million in

the current year compared with a net loss of Rs.
619 million in the comparative year. Basic and
diluted loss per share was Rs. 2.10 and Rs. 2.09 in
comparison with last year's basic and diluted loss
per share of Rs. 7.02 and Rs. 6.98 respectively.

Adjusted EBITDA profit was Rs. 7.54 per share in
the current fiscal year compared to Rs. 1.79in the
last fiscal year. EBITDA is a non-IFRS measure
which is commonly used by the investors and
analysts to analyze the financial health of any
company. EBITDA is earnings before interest,

tax, depreciation and amortization. Due to better
realization of accounts receivables, the Company
is also showing improved trends in its cash flows.
The management believes that the Company

is back on its track and the loss for the period
was primarily due to the non-cash expense of
depreciation and amortization of NFS Ascent™
which was earlier capitalized.

DIVIDEND AND BONUS ISSUE

The Company is currently focused on the
marketing of NFS Ascent™ along with enhancing
the development capacity. The enhancement

of development capacity is cost intensive as it
requires finance to develop physical facility and
infrastructure as well as hire, train and retain
best human resources. All these initiatives
require a handsome amount of investment to
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make. Therefore the Board of Directors has not
recommended any pay-out for the fiscal year
ended June 30, 2015.

FUTURE OUTLOOK

Now that, to a great extent, we have settled into
regular incremental development, the teams are
now focused at finding and developing markets
for both the new and existing products. With a
well-rounded product portfolio, NetSol now has
the capability to target any market of the world,
with some customizations to adapt the products
to the unique localization needs of any given
marketplace. NetSol has also ventured into two
new markets, the MENA region and Indonesia.

As a strategic move, NetSol has also located its
service and support center in Dubai. Although
data is scant for the region, research shows that
leasing and financing activities are on the rise in
comparison to outright purchasing, especially in
the Middle East and the auto sector. The African
countries that fall in the larger region are mainly
underdeveloped and don't hold a significant direct
business share. However, even then this region
has demonstrated steady but stable growth

in terms of leasing and financing. Indonesia is
another market of interest and NetSol is in the
process of setting up operations on ground in the
country. NetSol already has a client in the country
and is following other high value leads over there.
Establishing a dedicated center in the country
would allow NetSol to maximize efficiency by
reducing response times and increasing market
awareness.

A strong team of IT professionals who have the
zeal and potential to excel further have always
been the driving force behind NetSol's success. It
is certain that with such a talented team, we will
keep bringing business into our country and will
soon become world’s largest IT hub. We believe
that as the economic outlook improves, coupled by
the decisive campaign to improve internal security,
NetSol will benefit from an improved perception

and a greater recognition of the country's
competitive advantage and technology talent.

Additionally our flagship legacy product, the NetSol
Financial Suite™ continues to do well in APAC
region particularly China. We will continue to make
every effort in the future to keep our pristine track
record of 100% successful implementations, while
dedicating resources to research and development
to continually innovate our business through new
and ground-breaking products.

PROMOTIONAL AND
AWARENESS ACTIVITIES

Promotional activities peaked last year, however
NetSol carried out considerable awareness
activities making its presence felt in career fairs
and other such events at all the top universities
of the country. Moreover, many top students and
graduates were invited to visit NetSol's purpose
built facility where they were put through several
skill assessment activities and got the opportunity
to interact with the top IT authorities of the
country. NetSol also held an idea generation/
incubation competition called Throwathon at

the Lahore University of Management Sciences
(LUMS), one of the leading institutes in Pakistan.
More than 100 individuals, in 50 plus teams
participated in the competition which was also
covered by the mainstream media. As the top
employer of the country in the information
technology sphere, we believe in carrying out such
competitive activities to encourage the growth of
the whole system.

AWARDS & RECOGNITION

During the fiscal year 2014-15, the Company was
honored with the following awards & laurels:

. First Rate and Best Selling Finance and
Leasing Solution Provider in China for the
third year running
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. NetSol Technologies won Gender Diversity
Award | P@SHA ICT Award 2014, Karachi

. NetSol received P@SHA's ICT awards for
Best IT/ITES Employer Award as well as Best
Revenue Growth Award

. NetSol was ranked in Forbes in Top 500
software companies to work for in 2015

CORPORATE SOCIAL
RESPONSIBILITY

There comes different changes in the market every
time, which create different trends in the market;
nobody knows the market trends in the future.
Corporate Social Responsibility (CSR) can be use as
a tool for companies to implement in their strategy
and can improve public relation and economic
performance. Particularly in the Pakistani context,
the companies can create a consumer market by
adopting sustainable practices in their strategy.
The company with sustainable practices can
sustain its presence in the market for longer
period of time. CSR allows the companies to adopt
the triple bottom line approach by considering the
environment, the social, and the economic aspect
of the business. This makes companies to behave
ethically and act as responsible citizen in the
society. Adopting sustainable practices can make
strategic strength. CSR can also bind the workers
in the company and maintain positive relationship
with the stakeholders and create security for

the business owner and shareholders. NetSol

is a firm believer in sustainability and for the
company sustainability implies that they should
act responsibly on behalf of the future generations
or the fulfillment of economic, environmental and
social progress. NetSol takes this responsibility

as an early adopter of CSR initiatives. Alongwith
sustained economic performance, environmental
and social stewardship is a key factor for

holistic business growth. The Company works
with different Foundations and Trusts towards
improving healthcare infrastructure, supporting
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primary education, rehabilitating abandoned
women and children, and preserving Pakistani art
and culture.

NetSol takes this CSR program in various sectors
requiring foremost attention, including 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 hereunder:

RELATIONSHIP WITH
EMPLOYEES

Gamification

NetSol initiated the concept of Gamification in
2014, providing an opportunity for our employees
to complete mundane tasks in a challenging
way. Gamification is the use of critical thinking
and game mechanics in non-game contexts to
engage users in solving problems at workplace.
These techniques strive to leverage their natural
desires for competition, achievement and status.
The concept of gamification helps managers in
evaluating their resources’ problem solving, quick
thinking, time management and many other
leadership-essential qualities over time.

In-house Doctor

In an effort to curb health care costs and provide
employees with more convenient means of
addressing urgent chronic health needs, NetSol
has an in-house medical doctor and professional
staff available from 9:00 am to 5:00 pm on daily
basis.

Fire and Safety Staff

NetSol is dedicated to protecting its employees
and property from accidents at all times. Keeping
this in mind, our fire and safety staff provides
quality life-safety education to our employees.

Umrah Draws

Every year employees are sent to perform
Umrah through random balloting. In 2015, four
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company employees along with their one family
member were sent to perform Umrah through
computerized draw on Company's expenses.

Free Lunch and Gymnasium

The Company is also maintaining a cafeteria at its
premises where complementary lunch is provided
to all the staff members. Same food is served
both for the management and other employees
including support staff. This facility is also
available at other regional offices of the Company.
The Company has also invested in a sports
complex for indoor games such as table tennis,
snooker and football etc. A Gymnasium with state
of the art fitness equipment is also maintained for
the employees.

Pick & Drop and Day Care Facility

To encourage the female population to take part

in the development of the country, the Company
also provide pick and drop facility to its female
staff members. The facility is provided from their
doorstep at a very subsidized rate. Additionally day
care facility is also provided to female employees
at subsidized rates.

SAFETY AND HEALTH
Fire Drills

Frequent life-safety trainings are conducted at
NetSol by the fire and safety staff. In addition to
trainings, fire drills were also conducted in 2015
where all employees were and are encouraged to
participate and learn for any future accident that
might occur on the premises. Also, employees
are made aware during these drills of their exit
options, in case there ever is an emergency
situation.

Hygiene Campaign

A month long hygiene awareness campaign was held
at NetSol in August 2014. Around 1400 employees
participated in the campaign and competed for being
the cleanest employees in the company. The main
idea behind this campaign was to create awareness

regarding the importance of hygiene and health
through constant reinforcement.

ENVIRONMENT CONSERVATION
AND PROTECTION

Own a Tree

An environment conservation campaign was
conducted by the name of ‘Own a Tree'. The
campaign was all about educating employees of
how important clean environment is for a healthy
living — for that, more than 100 employees of
NetSol planted trees in the outskirts of Lahore.

Critical Human Needs and Disaster Response

NetSol helps communities meet their basic human
needs and recover from disasters by supporting
charitable and public service organizations. In
recent past, we donated technical equipment
(LEDs, laptops, etc.) to Rescue 15 to aid them in
their service delivery. Moreover, we encourage

our employees to support local causes that they
are passionate about. We believe employee
engagement is one of the most effective ways

for NetSol to support and build relationships

with communities. It gives our employees the
opportunity to help others as well as become
more socially responsible and aware of global
issues. In July 2014, NetSol employees raised a
reasonable amount of money for the assistance
of internally displaced people who were uprooted
from their homes in North Waziristan. Moreover, a
Noble Cause fund, where employee contributions
are matched by the company, is used to support
disadvantaged people meet urgent needs.

CORPORATE PHILANTHROPY
NetSol Education Support Program (NESP)

NESP program is primarily designed to support
the education of children of eligible employees up
to Grade XII. It covers all permanent employees,
working in “Admin Support Function” of NetSol
and its subsidiaries. The employees who are
covered under this program will be privileged to
educate their children and provide them with a
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better future.

Energy Conservation

As a responsible corporate citizen and aligned
with global imperatives, the Company continued
to strengthen our energy conservation efforts

and 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.

Employment of Special Persons

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

Contribution to National Exchequer

We have always showed our responsibility by
paying all government taxes in time and without
any delay. For the year ended June 30,2015 we
made our humble contribution to the National
Exchequer by way of general sale tax, income tax
and other government levies.

Income Tax 19,082
Sales Tax 14,291
With Holding Tax 125,918

INSTITUTE FOR CORPORATE
ADVANCEMENT AT NETSOL (ICAN)

The year 2014-15 is a milestone in ICAN's history
as NetSol founders strengthen the culture of
learning for better productivity and efficiency by
hiring local and international experts in Higher
Education and technical training. This dedicated
team has implemented a state of the art in-house
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Learning Management System. Three training
rooms, a recording studio and the necessary
training infrastructure for a high quality training
experience have been set up. A reservations
process for optimum utilization of available
resources is also rolled out. A pool of twenty

two Subject Matter Experts (SMEs) supports the
learning framework by contributing in content
development, teaching, mentoring and problem
solving. In this year, 13,638 hours of training was
imparted to 1,024 employees. The hybrid modes of
learning included instructor led in-person classes,
self-paced online courses, and video-based
classes coupled with SME knowledge sharing
sessions. In addition to these trainings, ICAN also
processed external certifications and exams of 46
senior employees including ITIL, PMP and CMMI
related trainings.

COMPLIANCE WITH CODE OF
CORPORATE GOVERNANCE

We are committed to maintain 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.
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. 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 doubts upon the
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 regulations of Karachi,
Lahore and Islamabad Stock Exchanges.

. Key operating and financial data of the 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, 2015 except those
as disclosed in the financial statements.

. Value of the provident fund investments as
on June 30, 2015 was Rs. 315.6 million (June
30, 2014: Rs. 223.46 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 a code of conduct
which is 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.

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:

Name of Alternate

Name of Director " Designation
Director
Vaseem Anvar N/A Chairman/
Independent Director
Fida Hussain N/A Member/

Independent Director

Member/ Non-
Executive Director

Najeeb Ullah Ghauri | Rehmat Ullah Ghauri

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

HUMAN RESOURCE AND
REMUNERATION COMMITTEE

The Board of Directors in compliance with the

Code of Corporate Governance has established a
Human Resource and Remuneration Committee
comprising of the following three (03) members:

Name of Director Designation

Shahid Javed Burki Chairman/ Independent Director

Vaseem Anvar

Salim Ullah Ghauri

Member/ Independent Director

Member/ Executive Director

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

ATTENDANCE AT BOARD
MEETING

During the year ended June 30, 2015, Five (05)
board meetings were held and attended as follows:
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Name of No. of
Name of Director Alternate "
. Meetings
Director
Shahab-ud-Din Ghauri N/A 04
Salim Ullah Ghauri N/A 0L
Vaseem Anvar N/A 04
Najeeb Ullah Ghauri Rehmat Ullah 05
Ghauri
Shahid Javed Burki N/A 02
Omar Ghauri N/A 05
Fida Hussain N/A 00

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

ATTENDANCE AT AUDIT
COMMITTEE MEETING

During the year ended June 30, 2015, five (05)
meetings of the Audit Committee were held and
attended as given hereunder:

Name of No. of
Name of Director Alternate "
. Meetings
Director
Najeeb Ullah Ghauri Rehmat Ullah 05
Ghauri
\Vaseem Anvar N/A 05
Fida Hussain N/A 00

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

DIRECTOR’S TRAINING PROGRAM

Three of our board members are exempt from
directors' training program as per clause (xi) of the
code of corporate governance having more than
fourteen years of education and over fifteen year
of experience on the board of listed companies.
Besides this, one of our directors, namely Mr.
Omar Ghauri has already qualified Directors'
Training Program conducted by Pakistan Institute
of Corporate Governance (PICG). The Company will
ensure that the remaining directors acquire the
certification under the directors training program
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within the timeframe specified in the Code.

EMPLOYEE STOCK OPTION SCHEME

On August 01, 2009, the compensation committee
granted 4.35 million stock options to the
employees at a grant price of Rs.16.42 per option.
The options were granted under employee stock
option scheme duly approved by the Securities and
Exchange Commission of Pakistan. Since the grant
of options till the end of fiscal year 2015, 90% of the
granted option had become exercisable.

According to the requirements of Section 12 of
Employees Stock Option Rules 2001, following
disclosure is made regarding options granted,
vested or exercised during the financial year ended
June 30, 2015:

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

2. 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
by 20%.

3. 90% of the options granted had vested by the
end of financial year ended June 30, 2015.

4. Till June 30, 2015, 3,154,000 options were
exercised by the employees and Rs. 51.79
million were received by the company on this
account.

5. 76,500 fresh shares were issued during the
fiscal year ended June 30, 2015 due to exercise
of options by the employees. Total shares
issued against the employees’ stock option
scheme till June 30, 2015 are 3,154,000.

6.  No options lapsed during the year.

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

8.  Following options were granted to the senior
managerial cadre employees of the company:
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Name of Director No. of options granted

Chief Executive Officer 250,000
Chief Operating Officer 100,000
Chief Financial Officer 100,000

Both the CEO and COO have already exercised 90%
of the granted options whereas no option has
been exercised by the CFO of the company. Except
the figures disclosed above, no employee was
granted 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, 2016.

KEY OPERATING AND FINANCIAL
DATA

Key operating and financial data for the last six
years is also annexed with the annual report.

PATTERN OF SHAREHOLDING

Pattern of shareholding as at June 30, 2015
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. 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

Salim Ullah Ghauri
Chief Executive Officer

Lahore
September 08, 2015
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CORE

Our core values are the key principles that guide
our conduct and our relationships. They define
how we engage with each other as well as with
our customers, how we deliver value and how we

CODE OF

Uncompromising integrity and professionalism
have been the cornerstones of NetSol business
since its inception. In all that we do, we support
and uphold a set of core 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 forth the standard for
how we work together to develop and deliver
product, how we protect the value of NetSol and
how we work with customers, suppliers and
others. All of us at NetSol must abide by the Code
while conducting any official business.

The Code affirms our six principles of conduct:

» All directors and employees and other personnel
must observe the laws and regulations in letter
and spirit.

» NetSol does not permit bribery in any form while
dealing with company's business.
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behave. They connect us to each other and make
our successes possible. Each of us is accountable
to align our conduct with our core values.

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

» All employees and personnel must maintain the
confidentiality of price sensitive information.

» Directors, management, other employees and
personnel must not use price sensitive/inside
information for their personal advantage.

» All employees of the company and other
personnel should avoid situations where
personal interests could conflict, or appear to
conflict, with the interests of their employer.
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CHARTERED ACCOUNTANTS
INDEPENDENT ASSURANCE REPORT TO THE MEMBERS ON THE STATEMENT OF

COMPLIANCE WITH EMPLOYEES SHARE OPTION SCHEME

Scope of our wark

We hiree prionmed an independent assurance engapement of Metsol Technalogies Limited [the Company) ko expredd
Optign Schema (the Scherme) ; 23 approwed by the shassholders of the Compasy . aed 1he Publc Companies
[Employess Stock Oiption Sckarma) Rules, 2001 {the Rules] s of June 30, 2015 wr engapement wa Clried out i
Mm““ﬁlhmmhﬂﬂmﬂm Comimilsiias ol Pakigtan vide 180 10041}
2001 dabed May L1, 2001

Respanaibility of Campany's Managemaent

T meiponsitslity tar the preparstion of the Stabement [the Subject matier information) and lor comphiance with the
requiremnents of the Scheme and the Rules B that of The Mansgamest of the compeey. Thit respomibiity inckedes
Seilgring. implerwnbeg nd mantiineg ntenad control f0 eeaure compliance with the reguresents ol 1ha
Scheme, &% apgroved by the shareholders of the Company, and the Bule [Scheme and ndes fogether being the
“Criteria’).

Responsibility of Independent Assurance Provider

O reponalbibty |5 b0 express oo CoRdiuskis on the Slstemens based on our independent ATRRC ENJAEMEnT,
performed in acoondance with the international Standards on Asserance Engagements B000 ‘Ausurance Enpagements
niher than Rudits or Reviews of Hinevizal Finantal information’ (FRAL B000). This sfandsed reguine that w comly
with mibical regesrements and plan saad perform the engaperment [0 ODLAIN FRasonatle aisurinoe whether the
annesed Staiement reflects the status of Compasy's complisnce with the Scheme and the Bules {the Critera).

The procedures selected deperd oo oo judgment, incheding an atsdiment of the rivks of matenal nos-compliances
with e requirementt of the Scheme and the Rules. in making those risk J95esments; wa Bdve condidensd inbernal
canirod, relEwant [o the COMPIsy'S Eopiianss with e fohame sndl the Audes im order bo design proosdunes Thel i
appropriate i the cinemitances for gathenng wfficient sppropiaie Fridencs 1o Seteming 1hat the Company was
gk maber iy non-compliang wilh the S and (R Rules. Our engagerment wan mot for the porpods of expressng
A opsion on the eMettiveness of the correany's intemal conrol Do procedeiel Spgled 10 15e welected data

prevanty comprised
Lahore
S Houa + Werdying that oaly peranen eengioyees hive participated in the Scheme in compilaace wih he S,
321 Upper Mall = WerBying thag wariation, @ any, in the bererg of Schemne has been speeoved by passing 3 ipecial resolation in
Lahore.
T:a o(gegz 42 111 77 2000 the general mesting.
F: 00 92 42 35789182 = Warlying that the thare opliony granted, vested, kapied, surtendensd of Exercied undér the Schema rave
Islamabad beers reoorded B the Books o acgsunts in scoordance with the requiremsnty of the Rk
Office # 12, 2nd Floor = Emuating thay sdequate discioures huve beta made in respect of the Scheme in the Annual repon o
Executive Center
I-8el\</I;:rkaez, IZIa?nabad. reuingd undisr tha Rube.
T: 00 92 51 4861245-48
F: 00 92 51 4861247 Conciuskon
Dubai In fesf opinkn, e snnesed Statement, in of materid reipects, presests faiily the stabun of the Compaeys
M-09A, Bank Mili Iran tomplanie with the Scheme and the Bt a3 of Juns 30, 315
Builiding Bank Street
P.0. Box 57116
Dubai =
T e
F: 00971-4-2242270 Kabani & Company
Chartered Accowntants

USA

6033 W, Century Bivd Engapement Fariner: Muhammad Yousal

Suite # 210, Los Angeles Lahore
CA 90045, USA

T: 310 694 3500 Dated: Ssptembar 05, 2015

F: 310410 0371

Email: info@kabanico.com.pk, www. kabanico.com.pk
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Lahore

Head Office

SKP House

321 Upper Mall

Lahore.

T: 009242 111 77 2000
F: 00 92 42 35789182

Islamabad

Office # 12, 2nd Floor
Executive Center

I-8 Markaz, Islamabad.
T: 00 92 51 4861245-48
F: 00 92 51 4861247

Dubai

M-09A, Bank Mili Iran
Builiding Bank Street
P.O. Box 57116
Dubai UAE

T: 00971-4-2242262
F: 00971-4-2242270

USA

6033 W, Century Blvd
Suite # 210, Los Angeles
CA 90045, USA

T: 310 694 3590

F: 310410 0371

CHARTERED ACCOUNTANTS
REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH

THE CODE OF CORPORATE GOVERMNANCE

W have rmaewed the enclosed watement ol compliance with the best praclices contained in the Code of
Corparate Governance (the Code) prepared by the Board of Directors of Netsol Techmologies Limited [“the
Company®] for the year ended June 30, 2015, 1o comply wath the reguirements of Liviing Regulations ho. 1% af the
Earachi, Lahooe and idiemabed Stock Exchamges whirs the company 15 lited

The responsibifity fov complance with the Code & that of the Bosrd of Direcior af the Company. Owr
responsibility & jo revers, 10 ihe exient whene such comalisnce can be objectively veridfied, whether the Statemsent
of Compliance rellects the status ol the Campany’s compliance with the provisions of the Code and meport o i
daes nol and 1o highlight amy non-compliance with the reqguirements of the Code. & rrview i imited primadily (o

inguiries of the Compary™s persorned and review of variouss documents propared by the Company 1o comply with
the Code.

Az a part of our audit of the financial statements, we are reguined 10 obilsin an understanding of the accounibng
ard intevmal contral systesns sulficeent 1o plan the audit and develop an effective awdit appeoach. 'Wa are ot
reguined (o oeniider wheiher the Board of Directors” statement on internal contral oovers all risks and contrals or
£ Pormm @n opanion an the elfectivensss of such internal controd, the Company’s cofparate fevernance procedures
and righes.

The Code requines the Company to plice befare the dudit Commitbee, and upon recomenendation of the Audiy
Commitles, placed before the Bosnd of Deectors for their review armd approval of fe related party trandsctiona
delinguishing between tramactions carried out on teems equivalenl to those that prevail In arm's length
transactions and trandactions which are not executed ot arm's length price and reconding proper justiicatban for
uang such alternate peicing mechenlim, We are only required and hawe ensured compiiance of this requisement 1o
thix gxtent af approval of related party transactions by the Board of Directors upan recommendation of the Audit
Cammitiee. We hawe not carried out any procadunes 1o determine whether the related party trapsactiont were
undertaken at arm's length price or not

Bazed on our review, nothing has come 1o our MieEntion which causes us 1o believe that the Statemsnt of
Compkance does not appropristely reflect the Company's compliance, n all material respects, with the best
practices contained in the Code s spplicable to the Company far The vear ended June 30, 2015,

oo & Cmpy, .

Kabami & Compamy

Chariered Accousianis
Esgagement Partner: Muhammad Yool
Lahore

irated: Septomber 06, 2003

Email: info@kabanico.com.pk, www. kabanico.com.pk
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NetSol Technologies Limited

STATEMENT OF COMPLIANCE WITH THE

For the Year Ended June 30, 2015

The Statement is being presented to comply with the Code of Corporate Governance contained in clause
5.19.23 of the KSE Rule Book of Karachi Stock Exchange Limited, Lahore Stock Exchange Limited and

Islamabad Stock Exchange 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 of Corporate Governance (CCG) 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

Independent Directors . Mr. Vaseem Anvar
. Mr. Fida Hussain
. Mr. Shahid Javed Burki

1
2
3
Non-Executive Directors | 1. Mr. Najeeb Ullah Ghauri
2
1
2

. Mr. Shahab-ud-Din Ghauri

. Mr. Salim Ullah Ghauri
. Mr. Omar Shahab Ghauri

The independent directors meet the criteria of
independence under clause 5.19.1.(b) of the
CCG.

The directors have confirmed that none of them
is serving as a director on more than seven
listed companies, including this company.

Executive Directors

All the resident directors of the company are
registered taxpayers and none of them has
defaulted in payment of any loan to a banking
company, a DFl or NBFI or, being a broker of a
stock exchange, has been declared as defaulter
by that stock exchange.

No casual vacancy occurred on the Board of
Directors of the Company during the year 2014-
2015.

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.

The Board has developed a vision/mission

statement, overall corporate strategy and
significant policies of the company. A complete
record of particulars of significant policies along
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.

8. The meetings of the board were presided over

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

9. Three board members are exempted from

directors' training program as per clause (xi)

of the Code 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.

10.There were no new appointments of CFO,

Company Secretary or Head of Internal Audit, or
any change in the terms and conditions of their
employment during the year.

11.The directors' report for this year has been

prepared in compliance with the requirements



Governance

of the CCG and fully describes the salient
matters required to be disclosed.

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

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

14.The company has complied with all the
corporate and financial reporting requirements
of the CCG.

15.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.

16.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, as
required by the CCG.. The terms of reference of
the committee have been formed and advised
to the committee for compliance.

17.The board has formed an HR and Remuneration
Committee. It comprises of three members,
including the chief executive. Two members
are independent directors. Chairman of the
committee is also a independent director.

18.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.

19.Statutory auditors of the company have
confirmed that they have been given a
satisfactory rating under the quality 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
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are in compliance with International Federation
of Accountants (IFAC) guidelines on code of
ethics as adopted by the ICAP.

20.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.

21.The 'closed period’, 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.

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 CCG have been complied with.

For and on behalf of the Board of Director:

Salim Ullah Ghauri
Chief Executive Officer

Lahore
September 08, 2015
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PATTERN OF

As at June 30, 2015

No. Of Shareholders From To Total
518 1 100 16,303
526 101 500 162,817
409 501 1,000 327,903
804 1,001 5,000 1,822,057
150 5,001 10,000 1,174,808

51 10,001 15,000 640,771
40 15,001 20,000 738,435
18 20,001 25,000 429,173
13 25,001 30,000 360,257
14 30,001 35,000 470,445
7 35,001 40,000 269,580
3 40,001 45,000 131,000
18 45,001 50,000 889,920
8 50,001 55,000 427,861
4 55,001 60,000 230,601
1 60,001 65,000 62,000
5 65,001 70,000 336,120
4 70,001 75,000 295,899
4 75,001 80,000 315117
1 80,001 85,000 85,000
4 95,001 100,000 398,000
1 100,001 105,000 100,500
2 105,001 110,000 216,700
4 110,001 115,000 443,899
1 115,001 120,000 116,000
3 120,001 125,000 371,111
3 135,001 140,000 417,500
1 140,001 145,000 145,000
3 145,001 150,000 446,500
1 150,001 155,000 151,000
1 155,001 160,000 158,000
1 160,001 165,000 165,000
2 190,001 195,000 383,250
2 195,001 200,000 400,000
1 215,001 220,000 220,000
3 220,001 225,000 671,745
1 230,001 235,000 231,500
3 245,001 250,000 750,000
1 290,001 295,000 293,500
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No. Of Shareholders From To Total
1 295,001 300,000 300,000

1 300,001 305,000 301,500

2 395,001 400,000 799,500

1 485,001 490,000 485,109

1 520,001 525,000 521,840

1 945,001 950,000 949,195

1 1,225,001 1,230,000 1,228,210

1 2,035,001 2,040,000 2,037,650

1 2,510,001 2,515,000 2,512,700

1 2,955,001 2,960,000 2,957,290

1 3,720,001 3,725,000 3,721,000

1 5,260,001 5,265,000 5,262,909

1 10,445,001 10,450,000 10,450,000

1 42,250,001 42,255,000 42,254,248
2,651 89,046,423
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INFORMATION REQUIRED AS PER CODE OF

As at June 30, 2015

Number of Shares % of

Categories of Share Holders Shareholders Held -

\[o}

1 Directors, CEO & their Spouse and minor children:

Mr. Salim Ullah Ghauri 1 949,195 1.07

Mr. Shahab-ud-Din Ghauri 1 509 0.00

Mr. Najeeb Ullah Ghauri 1 485,109 0.54

Mr. Shahid Javed Burki 1 56,764 0.06

Mr. Vaseem Anvar 1 550 0.00

Mr. Omar Shahab Ghauri 1 99,559 0.1

Mr. Fida Hussain 1 550 0.00 1,592,236
2 Holding Company

NetSol Technologies Inc. 1 57,967,157 65.10 57,967,157
3 Banks, DFI & NBFI 2 80,000 0.09 80,000
4 Public Sector Cos. & Corporation 50 3,698,121 4,15 3,698,121
5 Modarabas, Mutual Funds & Trust

Funds 6 8,808,190 9.89 8,808,190

Trust 2 258,611 0.29 258,611

Modarabas 1 5,000 0.01 5,000
6 Insurance Companies

Premier Insurance Limited. 1 7,150 0.01 7,150
7 Investment Companies 3 413,172 0.46 413,172
8 General Public

Local 2,578 16,216,786 18.21 16,216,786

Total 2,651 100 89,046,423

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

1. Mr. Salim Ullah Ghauri, CEO of the Company purchased 40,500 shares during the year.
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CHARTERED ACCOUNTANTS
AUDITORS' REPORT TO THE MEMBERS

We have sudited the annexed balance sheet of Neitol Technologles Limived as a1 Jene 30, 31015 and 1he
related profit and lote accound, statement of comprehensive income, cash Bow atemsent and dalement of
changes in equity together with the notes forming part therecd, for the year then ended and we sate that we
hawe obtained all the information and explanations which, to the best of our knowledge and beliel, were
necessary lor the penposes of our sadit.

it i§ the retpesibility of the Company™s management to establish and maintain a yystem of internal ol
and prépane and preent the abowe waid vatements in conformity with the approved accoumting standards and
ithe requirements of the Companies Ordinance, 1984. Our responsibilty is o expeess a0 Opinics on Theis
stMements baded on our Fudit.

Wi conducted ouf budit in stcondance with the suditing standands 23 applicable In Paidstan. These standardy
reguire that we plan and perform 1he sudit to oblain ressonable avturance aboul whether the above sl
statements are free of ary matenal misstalement. An aadit inchudes examining, on 3 best bass evidence
supportiag the ameunts and diclotures I ihe bove Rald statements.  An audit also includes assessing the
stcounting polickes gnd significant estimates made by management, s well 33, evalasting the cwerall
presentation ol ihe sbove sald statements, Wie beliewe that our sudi providey a resvonable basis for et
opericn and, afuer Sue werification, we report tha -

[E] in our apsnion. proper Boks of Bccounts have been bept by the Company as reguied by the
Companies Cednance, 1584,

(2] in pwr opirnkon -

¥ ke balance theel end profit and losa sccownt together with ihe notes thereon have been
drawn up in confarmity with the Cormpanies Ordinance, 1584, and ane in apreement with the
boois of accownly and are further in accondance with accounting polcies consistently
applied,

ikl ihe expenditure incwived during (ke year was foe the purpose of the Company's bewness; and

(LT the busingis condiscted, investments made and the expenditure incurred dureg the year
were in accordanes with 1he objects of (he Company:

icl in gur opirkon and b the bedt of gur inforrmation and acoording 1o the explarations g to us, 1He
balance shet. profit and lod stcount, Watemenl of comprebensive income, cash flow staternent and
statemant of changes in equity toegether with the notes fomming part thereol conferm wilth appecved
accownting standards a5 applicalle in Pakijtan, snd, ghve the information requined by the Cosnpanies
Ordnance, 1984, in the manner o required Bnd respectively ghe a true and fair view of the state of
the Company’s affairs a5 at kani 30, 3015 and of the bass, twtal comprehenaine loss, s cash Mews and
changes in eguity for the yoar then ended; snd

i In our cpinkon no Zakat was deductible 9t wource undev the Zakat and Ushy Ordinance, 1930 (Xvill aof
1980).

k—.*—lpu:. 'E- c—’*""ﬁ 3
Kabani & Company
Chariered Acconnianis

Engagement Partner: Muhammasd ¥ oessf
Lahsre
Dmied: Sepiemisr 08, 2005

Email: info@kabanico.com.pk, www. kabanico.com.pk
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50 NetSol Technologies Limited

Balance Sheet

As at June 30, 2015

2015 2014
NOTE
Rupees in ‘000

ASSETS
NON-CURRENT ASSETS
Property & equipment 2412894 2,704,408
Intangible assets 2511,297 2,868,568

4,924,191 5572976
Deferred employee compensation expense = -
Long term investments 8 15,188 15,188

4,939,379 5588164
CURRENT ASSETS
Trade debts 9 448,668 317,226
Excess of revenue over billing 10 367,994 138,261
Loans and advances 11 9,308 6,612
Trade deposits & short term prepayments 12 25,682 24,921
Other receivables 13 25,270 23,824
Due from related parties 14 107,508 89,729
Taxation - net 36,168 45,803
Cash & bank balances 15 447,595 339,858

1,468,193 986,234
TOTAL ASSETS 6,407,572 6,574,398

The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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NOTE 2015 2014
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 16 890,464 889,699
Share deposit money 13 13
Reserves 17 4,390,487 4,577,021
5,280,964 5,466,733
NON-CURRENT LIABILITIES
Long term financing 18 - 212,862
Liabilities against assets subject to finance lease 19 20,730 43,689
Deferred Income 20 10 29
Long term advances 21 1,053 193
21,793 256,773
CURRENT LIABILITIES
Trade and other payables 22 415,556 522,801
Unearned revenue 23 237,995 60,064
Short term borrowings 24 412,645 200,000
Current portion of long term liabilities 25 38,619 68,027
1,104,815 850,892
CONTINGENCIES & COMMITMENTS 26 - -
TOTAL EQUITY AND LIABILITIES 6,407,572 6,574,398
The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Profit and Loss Account

For the year ended June 30, 2015

NOTE 2015 2014
Rupees in ‘000
Revenue - net 27 2,700,191 1,831,525
Cost of revenue 28 (2,167,105) (1,814,351)
Gross profit 533,086 17174
Selling and promotion expenses 29 (208,081) (183,448)
Administrative expenses 30 (551,405) (551,716)
Other operating expenses 31 (31,794) (18,948)
Other income 32 121,816 163,749
Operating loss (136,378) (573,189)
Finance cost 33 (11,837) (12,076)
Loss before taxation (148,215) (585,265)
Taxation
Current 34 (26,640) (33,253)
Prior (12,170) -
(38,810) (33,253)
Loss after taxation for the year (187,025) (618,518)
The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Statement of Comprehensive Income

For the year ended June 30, 2015

2015 2014
Rupees in ‘000’
(187,025) (618518)

Loss after taxation for the year

Other comprehensive income

Total comprehensive loss for the year (187,025) (618518)

The annexed notes from 1 to 44 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, 2015

2015 2014
NOTE . ,
Rupees in ‘000

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation for the year (148,215) (585,265)
Adjustments for non cash charges and other items:
Depreciation - own assets 451,490 378,654
Amortization of leased assets 27,830 26,483
Amortization of intangible assets 357,271 347,311
Loss on disposal of fixed assets 2,486 19,744
Bad debt 8,103 -
Amortization of deferred revenue (19) (30)
Exchange loss / (gain) on debtors 29,953 (32,783)
Interest expense 11,009 10,795
Interest income (25,675) (19,257)
Dividend Income (77,.978) (74,189)
Deferred employee compensation expense - 54
Provision for doubtful trade debts (44,371) 26,060

740,099 682,842
Cash generated from operations before working capital changes 591,884 97577
Working Capital Changes
Trade debts (168,826) 1,383,783
Loans and advances (2,696) (15,885)
Trade deposits & short term prepayments (761) (9,981)
Other receivables (1,446) 2,046
Due from related parties (25,882) (75,158)
Trade and other payables (105,455) 125,164
Cash (used in) / generated from operations (305,066) 1,409,969
Interest paid (31,527) (37,865)
Income taxes paid (29,175) (24,241)
Dividend paid (17) (78,821)
Net cash generated from operations 226,099 1,366,619
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipments purchased (190,201) (1,093,109)
Sales proceeds of fixed asset 96,073 11,238
Intangible assets - (334,488)
Capital work in progress (77,419) (102,942)
Interest received 25,675 18,792
Dividend received 77978 74,189
Net cash (used in) investing activities (67,894)  (1,426,320)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 765 24,160
Share premium 491 15,511
Paid against obligation under finance lease (50,166) (58,348)
Received against obligation under finance lease 21,572 97,468
Short term finance 212,645 -
Long term advances 2,087 -
Long term payable (237,862) 15,197
Net cash (used in) / generated from financing activities (50,468) 93,988
Net increase in cash and cash equivalents 107,737 34,287
Cash and cash equivalents at the beginning of the year 339,858 305,571
Cash and cash equivalents at the end of the year 15 447,595 339,858

The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Issued, Share  Employee Capital Revenue Total
subscribed deposit shareop- Reserve Reserve
and paid- money tion com-
up capital pensation Share  Unappro-
reserve premium  priated
profit
RupeesIn ‘000
Balance as at June 30, 2013 785,717 13 5449 278,240 5055983 6,125,402
Total comprehensive income for the year
Net (loss) for the year ended June 30, 2014 - - - - (618518) (618,518)
Other comprehensive income - - - - - -
- - - - (618518)  (618518)
Shares issued against options exercised
(2,416,000 shares at Rs. 10 each) 24,160 - - - - 24,160
Amount transferred to share premium on issuance
of shares against options exercised
(2,416,000 shares at Rs. 1.48 each) - - (3569) - - (3,569)
Share premium on shares issued against options
exercised
- - - 19,080 - 19,080
Distribution to owners
Final dividend for the year ended June 30, 2013
Cash dividend of 10% (Rs. 1 per share) - - - - (79,822) (79,822)
Bonus shares issued (10%)
one for every ten ordinary shares held 79,822 - - - (79,822) -
Balance as at June 30, 2014 889,699 13 1880 297,320 4,277,821 5,466,733
Balance as at June 30, 2014 889,699 13 1880 297320 4277821 5,466,733
Total comprehensive income for the year
Net (loss) for the year ended June 30, 2015 - - - - (187,025)  (187,025)
Other comprehensive income - - - - - -
- - - - (187,025)  (187,025)
Shares issued against options exercised
(76,500 shares at Rs. 10 each) 765 - - - - 765
Amount transferred to share premium on issuance
of shares against options exercised
(76,500 shares at Rs. 1.48 each) - - (113) - - (113)
Share premium on shares issued against options
exercised - - - 604 - 604
Balance as at June 30, 2015 890,464 13 1,767 297924 4,090,796 5,280,964
The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Notes to the Accounts

For the year ended June 30, 2015

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 Stock Exchange on August 26, 2005 and subsequently also got listed on Lahore and Islam-
abad Stock Exchanges. 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 (Softwere Technology Park)
Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan.

The company is a majority owned subsidiary of NetSol Technologies Inc., USA.

2. BASIS OF PREPARATION

2.1

2.2

2.3

2.4

2.5

2.6

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 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 or the requirements of the said directives take precedence.

Basis of measurement

These 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.

Functional and presentation currency

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

Accounting policies

The accounting policies adopted for the preparation of these financial statements are consistent with those applied
in the preparation of the preceding annual published financial statements of the company for the year ended June 30,
2014,

Standards and interpretations that became effective

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

IFRS 7 Financial Instruments: Disclosures (Amendments)

IFRS10  Consolidated Financial Statements (Amendments)

IAS 19 Employee Benefits (Amendments)

IAS 32 Offsetting Financial Assets and Financial Liabilities (Amendments)

IAS 36 Impairment of Assets (Amendments)

IFRIC21  Levies
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2.7  Standards and interpretations issued but not yet effective for the current financial year

IFRS 5
IFRS 7
IFRS 14
IFRS 15
IAS1

IAS 16
IAS 19
IAS 27
IAS 28
IAS 34
IAS 38
IAS 41

Non-current Assets Held for Sale and discontinue operations (Amendments)
Financial Instruments: Disclosures (Amendments)
Regulatory Deferral Accounts

Revenue from Contracts with Customers

Presentation of Financial Statements (Amendments)
Property, Plant and Equipment (Amendments)

Employee Benefits (Amendments)

Separate Financial Statements (Amendments)

Investments in Associates and Joint Ventures (Amendments)
Interim Financial Statements (Amendments)

Intangible Assets (Amendments)

Agriculture
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Effective for periods
beginning on or after

Jul-01 2016
Jul-01 2016
Jan-01 2016
Jan-01 2017
Jan-01 2016
Jan-01 2016
Jan-01 2016
Jan-01 2016
Jan-01 2016
Jan-01 2016
Jan-01 2016
Jan-01 2016

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.

USE OF ESTIMATES AND JUDGMENT

The preparation of financial statements in conformity with approved accounting standards, as applicable in Pakistan, re-
quires 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 rec-
ognized 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. Useful life of depreciable assets

iv. Useful life 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 impair-
ment 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 over the remaining useful life of the
assets. Rates of depreciation are provided in note 5.1.
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4.2

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 improve-
ments 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.

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 recognized as markup 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 5.4.

Amortization on additions is charged for the month in which an asset is acquired under the finance lease while no amortiza-
tion 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 under IAS 23 Borrowing
Cost. These expenditures are transferred to relevant asset's 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 two 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
recoverable amount. 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 indef-
inite 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 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 over the remaining useful life of the in-
tangible 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 6.
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Impairment
(a) Financial Asset

The Company assesses at each balance date whether there is any objective evidence that a financial asset or a group
of financial asset is impaired. A financial asset is deemed to be impaired if and only if there is an objective evidence of
impairment as a result of one or more events that have occurred after the initial recognition of the asset and that event
has an impact on the estimated future cash flows of the financial asset that can be reliably estimated. Any impairment
loss on financial assets, including the financial assets carried at amortized cost, is recognized in profit and loss account.

(b) Non Financial Asset

The Company continually assesses at each balance sheet date whether there is any indication that an asset may be im-
paired. 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 asset's 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 asset's 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 for-
eign 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 its permanent employees. Contributions are made
equally by the Company and the employee in the provident fund on monthly basis. Company's contribution is recog-
nized 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.

(iii) Employee's share option scheme

The company operates an equity settled share based Employee’s 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 recog-
nized 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 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.
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4.7

4.8

4.9

4.10

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.

Liabilities for creditors and other amounts payable in foreign currency are revalued by applying the exchange rate
applicable on balance sheet date.

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 invoice value 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. The provision for doubtful debt is recognized in profit
and loss account. Debts considered irrecoverable are written off against provision.

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 in-
significant risk of changes in value. These also include facilities of running finance that form an integral part of the Company's
cash management.

Revenue recognition
(i) License sale

The Company recognizes revenue from license contracts without major customization when a non-cancellable, non-contin-
gent 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 com-
pletion basis.

(i) 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 the Chief
Financial Officer and Chief Operating Officer.

(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 ap-
plicable.

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 recognized on time proportion basis.
Dividend income is recognized as income when the right of receipt is established.
Miscellaneous income is recognized on receipt basis.
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Borrowing costs

Borrowing costs directly attributable to the construction /acquisition of qualifying assets are capitalized up to the date, in-
cluding the period when technical and administrative work is carried on; the respective assets are available for the intend-

ed 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.

Financial instruments

(i) Financial assets

All financial assets have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Recog-
nition and Measurement). Financial assets and liabilities are recognized 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 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 Company classifies its financial assets in the following categories: held to maturity investments, loans and re-
ceivables, available for sale investments and investments at fair value through profit or loss. The classification de-
pends 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 amortized cost less impairment losses. These are clas-
sified 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 that are not quoted
in an active 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 amortized cost using the effec-
tive 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 techniques. 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.

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

This category consists of two subcategories: (i) financial assets held for trading and (ii) financial assets that the com-
pany 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 recognized directly in the profit and loss account.
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(ii) Financial liabilities

All financial liabilities have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Rec-
ognition and Measurement). Financial liabilities are recognized when the Company becomes a party to the contrac-
tual 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.

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 lessor 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 methods, except in extremely rare circumstanc-
es where, subject to approval of the Board of Directors, it is in the interest of the Company to do so.

Fair value

The fair value of financial instruments that are actively traded in organized 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 techniques include using recent arm's
length market transaction; reference to the current market value of another instrument, which has substan-
tially similar characteristics, discounted cash flow analysis or other valuation models.
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2015 2014

Rupees in ‘000’

5. PROPERTY & EQUIPMENT
Net book value of owned assets 5.1 2,287,271 2,288,637
Net book value of leased assets 5.4 101,972 122,739
Capital work in progress 5.6 23,651 293,032
2,412,894 2,704,408
5.1 Following is the detail of owned assets
2015
CosT DEPRECIATION
Net book
As at Additions As at Rate As at Adjustment | Charge As at valueas
Particulars Jul 01, / Jun 30, " Jul 01, during forthe | Jun30, | atjun30,
2014 | (Deletions) | 2015 ’ 2014 the year year 2015 2015
RupeesiIn’'000’
Tangible Assets
Land - freehold 331,144 - 254,229 - - 254,229
(76,915)
Building on 618,480 288,183 906,663 5 90,046 - 27,623 117,669 788994
freehold land
Furniture & 40,963 15,664 55,278 10 7146 = 3,746 10,187 45,091
fixture
(1,349) (705)
Vehicles 72,503 28,457 69,278 20 39,378 6,351 7433 37,596 31,682
(31,682) (15,566)
Office equipment 31,397 10,523 41,751 10 9,057 = 2,811 11,796 29,955
(169) (72)
Computers 1,244,455 131,338 1,366,793 20~50 441,040 13582 236,517 683,076 683,717
(9,000) (8,063)
Air conditioners 12,767 20,658 33,372 10 3,478 - 1,233 4,676 28,696
(53) (35)
Electric fittings 1,118 48,253 49,371 10 728 = 441 1,169 48,202
Generator 33,207 - 33,207 10 8,632 - 2,457 11,089 22118
Intangible Assets
software 892,123 25,540 885,143 33 390,015 - 169,229 530556 354,587
(32,520) (28,688)
3,278,157 568616 3,695,085 989,520 19933 451,490 1,407,814 2287271
(151,688) (53,129)

The detail for assets disposed off during the year is given in note 5.3.
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2014
cosT DEPRECIATION
- ] Net book
_ As at Additions As at Rate As at AdJust_ment Charge Asat |\ 3lueasat
Particulars Jul 01, / Jun 30, o Jul 01, during forthe | Jun 30, Jun 30
2013 | (Deletions) | 2014 ° 2013 the year year 2014 2014
RupeesIn'000’
Tangible Assets
Land - freehold 248,229 82915 331,144 - - - - 331,144
Building on 241,307 377173 618480 5 75347 - 14,699 90,046 528434
freehold land
Furniture & fixture 20937 21,659 40,963 10 5327 - 2,469 7,146 33817
(1,633) (650)
Vehicles 49,950 35919 72,503 20 28372 10,450 6661 39378 33,125
(13,366) (6,105)

Office equipment 22,294 5,103 31,397 10 7,143 27 1,887 9,057 22,340
Computers 812598 559515 1244455 20~33 356,541 12877 185,229 441,040 803,415
(127,658) (113607)

Air conditioners 8779 3,988 12,767 10 2,749 - 729 3,478 9,289
Electric fittings 1,118 - 1,118 10 684 - L4 728 390
Generator 24,217 8990 33,207 10 6,734 - 1,898 8632 24,575

Intangible Assets
software 682,750 310256 892,123 33 310,246 - 171,965 390015 502,108
(100,883) (92,196)
2112179 1409518 3278157 793,143 23354 385581 989520 2288637
(243,540) (212,558)
2015 2014
Rupees in ‘000’
5.2 Depreciation is allocated in the following manner
Cost of revenue 28 338617 282,259
Administrative expenses 30 112,873 96,395
Intangible assets - 6,927
451,490 385,581
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Accumulated | Net Book
Cost o Sales Proceeds
Particulars Depreciation Value Mode of Disposal Particulars of Purchaser
RupeesIn ‘000’
Land 76,915 - 76915 79,000 Negotiation Dine Developers
Furniture & fixture 621 321 300 56 Negotiation Zaheer Furniture Work
Furniture & fixture 160 67 93 39 Negotiation Mughal Store
Furniture & fixture 568 317 251 173 Negotiation Innovation Business
Vehicle 51 10 41 38 Company Policy Employee
Vehicle 1,880 988 892 892 Company Policy Employee
Vehicle 810 651 159 600 Company Policy Employee
Vehicle 55 6 49 53 Company Policy Employee
Vehicle 40 9 31 29 Company Policy Employee
Vehicle 40 9 31 26 Company Policy Employee
Vehicle 51 12 39 30 Company Policy Employee
Vehicle 7,150 2518 4,632 4,500 Negotiation Mr. Taseer Aslam
Vehicle 40 11 29 20 Company Policy Employee
Vehicle 40 12 28 27 Company Policy Employee
Vehicle 850 716 134 800 Company Policy Employee
Vehicle 825 698 127 675 Negotiation Mr. Muhammad Shahid
Vehicle 1,454 824 630 575 Company Policy Employee
Vehicle 2,268 113 2,155 2,100 Company Policy Employee
Vehicle 1,454 836 618 680 Company Policy Employee
Vehicle 1,125 547 578 775 Negotiation Mr. Khalid Mehmood
Vehicle 11,252 7,551 3,701 2,500 Negotiation Mr. Nouman Rashid
Vehicle 2,216 - 2,216 2,216 Sale and lease back First Habib Modaraba
Vehicle 81 55 26 18 Negotiation Mr. Zaheer Ali
Office Equipment 169 72 97 67 Negotiation Innovation Business
Computer 146 108 38 15 Company Policy Employee
Computer 323 83 240 150 Company Policy Employee
Computer 67 53 14 7 Company Policy Employee
Computer 8,464 7819 645 - Donation SAR School, Green Meadows School,
Roshan Umeed-e-Sehar Foundation
Air conditioner 53 35 18 12 Negotiation Mr. Zubair Abbas
Software 32,520 28,688 3,832 - Assets written off -
2015 151,688 53,129 98,559 96,073
2014 243540 212,558 30,982 11,238
5.4 Following is detail of leased assets
2015
CcosT DEPRECIATION Net book
As at Additions As at As at Adjustment As at value as at
Particulars Jul o1, / Jun 30, the Julo1, during Charge for the Jun 30, Jun 30,
2014 | (Deletions) | 2015 % 2014 the year vear 2015 2015
RupeesIn ‘000’
Vehicles 76,712 4,165 65,851 20 14,904 - 11,965 20,518 45,333
(15,026) (6.351)
Computers 56,548 8,907 46,039 20-~33 21,758 - 12,543 20,719 25,320
(19.416) (13,582)
Air conditioners 19,140 - 19,140 10 1,117 - 1,802 2919 16,221
Generator 8,545 8,500 17,045 10 427 - 1,520 1,947 15,098
160,945 21,572 148,075 38,206 - 27,830 46,103 101,972
(34,442) (19,933)
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2014
CF)?T DEPRECIATION o Net book
_ Asat | Additions As at Rate As at AdJu_stment Charge Jun value as at
Particulars Jul 01, /_ Jun 30, M Jul01, | during the for the 30 Jun 30,
2013 | (Deletions) | 2014 2013 year year 201'h 2014
RupeesIn'000'
Vehicles 59,939 39205 76,712 20 13,724 - 14,904 61,808
(22,432) (10,450)
Office equipment 96 - - 10 22 - - -
(96) (27)
Computers 45,809 32,157 56548 20~33 20826 - 21,758 34,790
(21,418) (12,877)
Air conditioners - 19,140 19,140 10 - - 1117 18,023
Generator - 8545 8545 10 - - 427 8118
105,844 99,047 160,945 34,572 - 38,206 122,739
(43,946) (23,354)
2015 2014
Rupees in ‘000
5.5 Amortization is allocated in the following manner
Cost of revenue 28 20,872 19,736
Administrative expenses 30 6,958 6,747
Intangible assets - 505
27,830 26,988
5.6 Capital work-in-progress
Civil works for leasehold improvements 1,732 217,061
Advance against assets 7919 75,971
Advance against leasehold improvements 14,000 -
23,651 293,032
5.6.1 The movement in capital work-in-progress during the year is as under:
Opening Balance 293,032 503,883
Additions during the year 96,163 160,659
Transfers:
Building 288,182 371510
Furniture and Fixtures 10,755 -
Air conditioners 18,354 -
Electric fittings 48253 _
(365,544) (371,510)
Closing balance 23,651 293,032

5.6.2 Extension of existing building is under construction. Major portion of building has been completed during the

financial year 2014-15 and is now in use by the Company.

5.6.3 During the year borrowing cost amounting to Rs. 18.745 million using capitalization rate of 12.76% pa (2014 :
Rs. 26.33 million using capitalization rate 12.9% p.a) has been capitalized in the capital work in progress per-

taining to construction of building.
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2015
cosT AMORTISATION Net book
) As at Additions As at Rate As at Charge As at value as at
Particulars Jul 01, / Jun 30, o Jul 01, for the Jun 30, Jun 30,
2014 (Deletions) 2015 2014 year 2015 2015
Rupees|In’'000’
In-house Developed Software
NetSol Financial Suite 213,225 - 213225 10~20 171,254 41971 213225 -
SMART 137,149 - 137,149 10 68575 13,715 82,290 54,859
NFS - Ascent 2,935,038 - 2,935,038 10 253,118 293503 546,621 2,388,417
HMIS 35,146 - 35,146 10 2,050 3515 5,565 29,581
Business Intelligence 45,671 - 45,671 10 2,664 4,567 7231 38,440
Scoring Model & Risk
Management
3,366,229 - 3,366,229 497,661 357,271 854,932 2,511,297
2014
COST AMORTISATION Net book
. As at Additions As at Rate As at Charge As at value as at
Particulars Jul 01, / Jun 30, % Jul 01, for the Jun 30, Jun 30,
2013 (Deletions) 2014 2013 year 2014 2014
RupeesIn ‘000’
In-house Developed Software
NetSol Financial Suite 213,225 - 213225 1020 135,488 35766 171,254 41,971
LRMIS 71,826 - 71,826 20 36,511 35,315 71,826 -
SMART 137,149 - 137,149 10 54,860 13,715 68575 68574
NFS Ascent 549,793 2385245 2,935,038 10 99,856 153262 253,118 2,681,920
HMIS - 35,146 35,146 10 - 2,050 2,050 33,096
Business Intelligence - 45,671 45,671 10 - 2,664 2,664 43,007
Scoring Model & Risk
Management
Under Development
Fleet Management System 982,701 205,778 - - - - - -
(1,188,479)
Blue Star 1,038823 120,687 - - - - - -
(1,159,510)
LSS 100,251 4,288 104,539 - - 104,539 104,539 -
HMIS 32,761 2,385 - - - - - -
(35,146)
Loan Origination System 33,781 3,475 - - - - - -
(37.256)
Business Intelligence 40,364 5,307 - - - - - -
Scoring Model & Risk (45,671)
Management
3,200,674 341,920 3,542,594 326,715 347,311 674,026 2,868,568
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2015 2014
Rupees in ‘000"

6.1

Amortization is allocated in the following manner
Cost of revenue 28 357,271 347,311

6.2 NetSol Financial Suite has been fully amortized during the year but the company is still generating revenues from its sale.

7.

DEFERRED EMPLOYEE COMPENSATION EXPENSE

Balance as at the beginning of the year - 54
Fair value of options issued during the year = -
Options lapsed due to employee resignation - -

Amortization for the year = (54)

Balance as at the end of the year o -

Current portion shown under current assets - -

Long term portion of deferred employee compensation expense - -

The Company used 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%
2015 2014

Number of Options

Options outstanding at the beginning of the year 1,272,500 3,688,500
Options issued during the year o -
Options lapsed during the year - -
Options exercised during the year (76,500) (2,416,000)

Options outstanding at the end of the year 1,196,000 1,272,500

7.1 Employee Stock Option Scheme

After getting approval of the Employee Stock Option Scheme from the Securities and Exchange Commission of Paki-
stan, the board and the compensation committee granted 4.35 million stock 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 carries 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 became 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.
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2015

2014

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 (2014 : 1,518,785) fully paid ordinary
shares of Rs. 10/- each i.e. 50.52% of Equity held (2014 :50.52%). Based on audited accounts for the year ended
June 30, 2015, break-up value per share is Rs. 140.17. (2014 : Rs. 101.79).
8.2 Mr. Salim Ullah Ghauri is the Chief Executive Officer of the subsidiary company.
9. TRADE DEBTS
Considered good - unsecured 9.2 448,668 317,226
Considered doubtful - unsecured 9.3 51,850 96,221
500,518 413,447
Less: Provision against doubtful trade debts 9.4 (51,850) (96,221)
448,668 317,226
9.1 Amount receivable from related parties included in trade debts are as under:
NetSol Technologies (Thailand) Limited 116,573 -
NetSol Technologies (Beijing) Company Limited 73,567 -
190,140 -

9.2 It represents amount receivable from customers. It is unsecured but considered good by the management.

9.3 This is a general provision created by the Company for any future doubtful trade debts.

9.4 Movement in provision against future doubtful trade debts is given below:

Balance as at July 1 96,221 80,610
Provision made during the year - 26,060
Provision reversed during the year (44,371) -
Write offs during the year = (10,449)
Balance as at June 30 51,850 96,221

9.4.1 The amount written off against provision in FY 2014 relates to Atheeb Netsol Saudi Company Limited.

9.5 Aging of trade debts at June 30 is as follows:

2015 2014
Rupees in ‘000 Rupees in ‘000’
Gross Impaired Gross Impaired
Not past due 92,943 - - -
Past due 1-180 days 384,007 - 332,320 -
Past due 181 days -1 year 10,866 - 80,321 -
More than one year 12,702 - 806 -
Total 500,518 - 413,447 -
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9.6  Aging of trade debts due from related parties at June 30 is as follows:

2015 2014
Rupees in ‘000’ Rupees in ‘000’
Gross Impaired Gross Impaired
Not past due 36,828 = - -
Past due 1-180 days 153,312 = - _
Total 190,140 = - -

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.

It includes Rs. 49.045 million ( 2014 : nil) against NetSol Technologies (Beijing) Company Limited.

2015 2014
Rupees in ‘000’

11. LOANS AND ADVANCES - Unsecured
Considered good

Loan to executives 3,096 1,822

Advances

- to executives 11.1 163 834

- against expenses 6,049 3,956
9,308 6,612

11.1  The advances to executives are given to meet business expenses and are settled as and when the expenses
are incurred. Maximum balance outstanding against advances to executives at the end of any month during
the year was Rs. 0.782 million (2014 : Rs. 4.21 million)

12. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Security deposits 7219 5,931
Prepayments 18,463 18,990

25,682 24,921

13. OTHER RECEIVABLES

Guarantee margin 2,741 8,045
Sales tax Refundable 11,700 6,315
Other receivable - considered good 10,829 9,464

25,270 23,824
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2015 2014
Rupees in ‘000

14. DUE FROM RELATED PARTIES

Associated

NetSol Connect (Private) Limited 14.1 3,435 2,155
NetSol Technologies Australia Pty. Limited 14.1 - 21,980
Atheeb NetSol Saudi Company Limited 30.4 - 9,404
NetSol Technologies North America 14.1 - 42,859
NetSol Technologies (Beijing) Company Limited 14.1 104,073 12,202
Subsidiary

NetSol Innovation (Private) Limited 14.2 - 1,129

107,508 89,729

14.1 These relate to normal course of business of the Company and are interest free.

14.2 Interest at the rate of 6 months KIBOR+1.5% (2014 : 6 months KIBOR+1.5%) is chargeable on the outstanding
balance.

14.3 Maximum aggregate amount outstanding due from related party at the end of any month during the year was
Rs. 143.62 million (2014 : Rs. 123.42 million).

15. CASH AND BANK BALANCES

With banks

Saving accounts 15.1 418,683 288,360

Current accounts 47 47

Foreign currency current account 26,928 47,960
445,658 336,367

In hand 1,937 3,491

447,595 339,858

15.1 The balances in savings accounts bear mark up at 4% per annum. (2014 : 5% to 9% per annum)
16. SHARE CAPITAL

16.1 Authorized share capital
2015 2014
Number of shares

150,000,000 150,000000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000

16.2 Issued, subscribed & paid-up capital

41,895,691 41,819,191 Ordinary Shares of Rs. 10 each fully paid in cash 418,957 418192
47,150,732 47,150,732 Ordinary Shares of Rs. 10 each issued as fully paid 471,507 471,507
bonus shares
89,046,423 88,969,923 890,464 889,699
2015 2014

Number of shares

16.3 Reconciliation of number of shares issued, subscribed & paid-up

Number of shares outstanding as at July 1 88969923 78571,703
Ordinary Shares of Rs. 10 issued against options exercised 76,500 2,416,000
Ordinary Shares of Rs. 10 issued as fully paid bonus shares - 7982220

Number of shares outstanding as at June 30 89,046,423 88,969,923
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16.4 Owners of ordinary shares are entitled to distributions approved by the Company, and the shareholding en-
titles the owners to vote at the general meetings, with one vote per share. All shares have the same right to
Company's remaining net assets.

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

16.6 NetSol Technologies Inc. 24025, Park Sorrento, Suite 410, Calabasas CA 91302, is the parent company holding
65.10 % (2014 : 63.38%) of issued capital of the Company. No shares are held by any other related party.

16.7 The Company is not subject to any externally imposed capital requirements for the financial years 2015 and
2014,

2015 2014
Rupees in ‘000’
17. RESERVES

Capital reserve

Premium on issue of ordinary shares 297,924 297,320

Revenue reserve

Un - appropriated profit 4,090,796 4,277,821

Employee share option compensation reserve 171 1,767 1,880
4,390,487 4577021

17.1 EMPLOYEE SHARE OPTION COMPENSATION RESERVE
Balance as at the beginning of the year 1,880 5,449
Options issued during the year - -
Options lapsed due to employee resignation - -
Amount transferred to Capital reserve on exercise of options (113) (3,569)
Balance at the end of the year 1,767 1,880

18. LONG TERM FINANCING
Term finance - secured 18.1 - 62,500
Loan from related party - unsecured 183 - 175,362
= 237862
Current portion - (25,000)
= 212,862

18.1

18.2

18.3

This represents term finance available from Askari Bank Limited up to Rs. nil (2014 : Rs. 100 million), availed Rs. nil
(2014 : Rs. 100 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 installments within a period of 5 years. The first trench of loan was disbursed in
October 2011. The outstanding amount against this facility has been fully off paid during the financial year 2014-15.

These facilities were secured by first exclusive charge of Rs. 680 million over the land, building and equipment of

the Company.

This represent interest free loan of USD nil (2014 : USD 1,774,743) from the holding Company.
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2015 2014
Rupees in ‘000

19. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 57422 86,016
Less: Current portion of obligations shown under current liabilities (36,692) (42,327)
20,730 43,689
Present value of minimum lease payments have been discounted at an implicit interest rate ranging between 9.18 % to
13.02%(2014:10.87 % to 12.99%) to arrive at their present value. The lessee has the option to purchase the assets after expiry
of the lease term.
The amount of future payments of the lease and the year in which these payments will become due are as follows:
2015
Minimum Future Present
. Value of
Lease Finance
Payment Charges Lease
Liability
Not later than one year 40,911 4,219 36,692
Later than one year but not later than five years 21,788 1,058 20,730
62,699 5277 57,422
2014
Minimum Future Present
. Value of
Lease Finance
Payment Charges Lease
Liability
Not later than one year 50,540 8213 42,327
Later than one year but not later than five years 47,699 4,010 43,689
98,239 12,223 86,016
20. DEFERRED INCOME
2015 2014
Rupees in ‘000’
Opening balance 29 59
Addition during the year - -
29 59
Amortized during the year (19) (30)
Un amortized gain on sale and lease back transaction 10 29
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. LONG TERM ADVANCES
Long term advances 2,980 893
Less: Current portion (1,927) (700)
1,053 193

21.1  These represent payments received from employees against provision of motor bikes and cars to them as per
company policy and will be adjusted against the future sale of motor bikes and cars.
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2015 2014
Rupees in ‘000
22. TRADE AND OTHER PAYABLES
Creditors 51,582 48,493
Accrued liabilities 139,098 110,636
Accrued markup - secured 4,309 6,082
Due to related parties 221 190,765 339,704
Withholding tax 11,424 4,883
Provident fund payable 12,037 8716
Unclaimed dividend 2614 2,631
Other payables 3,727 1,656

415,556 522,801

22.1 DUE TO RELATED PARTIES

Parent

NetSol Technologies Inc. 22.2 113,448 199,193
Subsidiary

NetSol Innovation (Private) Limited 22.3 12 -
Associated

NetSol Technologies Europe Limited 22.2 73174 137,746
NTPK (Thailand) Company Limited 22.2 - 2,765
NetSol Technologies (Thailand) Limited 22.2 4131 -

190,765 339,704

23,

24,

22.2 This relates to normal course of business of the Company and is interest free.

22.3 Markup at the rate of 6 months Kibor+ 1.5 % (6 months KIBOR+1%) is chargeable on the outstanding information.

22.4 Maximum aggregate amount outstanding due to related party at the end of any month during the year was
Rs. 550.27 million (2014 : Rs. 608.93 million).

UNEARNED REVENUE

It represents license, maintenance and services fee received in advance. The license and services fee are transferred
to revenue on work done basis where as maintenance is transferred to revenue on time proportion basis.

It includes Rs. 0.827 million ( 2014 : 0.974 million) against NetSol Technologies Australia Pty. Limited.

SHORT TERM BORROWINGS

Export refinance - secured 24.1 300,000 200,000
Loan from related party - unsecured 24.6 112,645 -

412,645 200,000

241 The facility for export refinance is available from Askari Bank Limited amounting upto Rs 300 million (2014 : Rs
300 million), availed Rs. 300 million (2014 : 200 million) It carries mark-up of State Bank Refinance Rate+1% per
annum (2014 : State Bank Refinance Rate+1% per annum per annum). The interest rate ranged between 6% to
7.5% (2014 :9.2 to 9.4%) during fiscal year 2015. The due balance is payable bi-annually.
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A facilty for issuance of guarantees (LG) is available from Askari Bank Limited upto Rs. 100 million (2014 : Rs.
100 million), availed Rs. 6.204 million. (2014 : Rs. 15.843 million)

A sublimit of LG is available from Askari Bank Limited for corporate credit cards upto Rs. 4 million (2014 : Rs. 4 million)

The company has a running finance facility from Askari Bank Limited as a sublimit to LG facility upto Rs. 75
million (2014 : 75 million) for working capital requirement. As at June 30, 2015 there is no balance outstanding
against this facilty. It carries markup at the rate of 3 month Kibor + 2%. (2014 : 3 month Kibor + 2.75%)

The facilities are secured by way of first exclusive charge over the Company's all present and future current
assets/receivables of Rs. 536 million. (2014 : Rs. 536 million)

This represent short term interest free loan of USD 1,086,254 (2014: nil) from the holding company.

2015 2014
Rupees in ‘000’

25. CURRENT PORTION OF LONG TERM LIABILITIES
Current portion of long term financing 18 - 25,000
Current portion of lease liability 19 36,692 42,327
Current portion of long term advances 21 1,927 700
38,619 68,027
26. CONTINGENCIES & COMMITMENTS
26.1 Contingencies
There are no contingencies as at June 30, 2015 (2014 : nil) to which the Company is a party.
26.2 Commitments
26.2.1 The Company has issued worth Rs. 6.204 million (2014 : Rs. 15.843 million) bank guarantees and bid bonds
to various customers against sale of software and allied services.
26.2.2 The Company has no commitment under any capital purchase agreement as at June 30,2015. (2014 : Rs. 40 million)
2015 2015 2014
Domestic Foreign Rupees in ‘000’
27. REVENUE
Export Revenue
License - 307,698 307,698 377996
Services -| 1,774,789 | 1,774,789 957,958
Maintenance - 590,287 590,287 474,837

Local Revenue

2672774 2,672,774 1,810,791

Services 10,681 - 10,681 20,763
Maintenance 19,245 - 19,245 3,288

29,926 - 29,926 24,051
Sales tax (2,509) - (2,509) (3,317)

27417 2672774 2,700,191 1,831,525
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2015 2015 2014
Domestic Foreign Rupees in ‘000’
28. COST OF REVENUE

Salaries & benefits 28.1 40631 1,069487 1,110,118 762,583
Consultancy charges 2,648 37617 40,265 119,516
Technical services - - - 647
Hardware and other material cost 519 - 519 L4
Software licences 5,525 - 5,525 57,961
Staff training 353 2,394 2,747 1,349
Rent, rates & taxes - S,441 9,441 1,954
Travelling & conveyance 2,086 135,615 137,701 73,104
Communication 875 20,168 21,043 15,726
Utilities 1,275 28,592 29,867 27,061
Printing & stationery 218 2,338 2,556 2,147
Entertainment 1,138 33,656 34,794 26,299
Insurance 92 2,446 2,538 2,490
Vehicle running & maintenance 862 14,140 15,002 11,052
Repair & maintenance 1,601 36,584 38,185 47,894
Fee & subscription 2 42 L4 14,798
Depreciation 5.2 14,471 324146 338617 282,259
Amortization of leased assets 5.5 894 19,978 20,872 19,736
Amortization of intangible assets 6.1 21,797 335474 357,271 347,311

94987 2072118 2,167,105 1,814,351

29.

28.1 Salaries and benefits include Rs. 44.120 million (2014 : Rs. 31.396 million ) in respect of retirement benefits.

SELLING AND PROMOTION EXPENSES

Salaries & benefits 29.1 514 50,129 50,643 45872
Staff training - - - 4
Rent, rates & taxes 2,131 1,198 3,329 9,835
Travelling and conveyance 126 12,325 12,451 4,848
Communication 17 1612 1,629 2,634
Utilities 28 2,753 2,781 2,740
Printing & stationery 2 185 187 127
Entertainment 25 2,481 2,506 2,439
Insurance 2 185 187 229
Vehicle running expenses 23 2,260 2,283 2,297
Repairs and maintenance 22 2,188 2,210 1,609
Commission on sales - 96,189 96,189 80,926
Advertisement 14 1328 1,342 10
Tender money 521 - 521 11
Sale promotional expenses 323 31,500 31,823 29,867

3,748 204,333 208,081 183,448

29.1 Salaries and benefits include Rs. 1.468 million (2014 : Rs. 1.126 million ) in respect of retirement benefits.
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2015 2015 2014
Domestic Foreign Rupees in ‘000’
30. ADMINISTRATIVE EXPENSES
Salaries and benefits 30.1 2,572 250,758 253,330 173,847
Staff training 3 317 320 315
Management fee - - - 62,353
Rent, rates and taxes 109 10,644 10,753 7,492
Travelling and conveyance 163 15,911 16,074 20,530
Communication & postage 73 7,102 7175 6,562
Printing and stationery 10 984 994 846
Utilities 121 11,840 11,961 10,445
Entertainment 216 21,092 21,308 20,294
Insurance 111 10,791 10,902 9,155
Advertisement 21 2,041 2,062 1837
Vehicle running expenses 133 13,009 13,142 14,782
Repairs and maintenance 549 53,557 54,106 31,937
Legal and professional charges 41 3,950 3,991 11,883
Auditors remuneration 30.2 25 2,475 2,500 2,100
News papers & periodicals 3 287 290 361
Office supplies 42 4,069 4111 2,455
Charity & donation 30.3 177 17,293 17,470 15,045
Fee & subscription 51 4,923 4974 3,854
Miscellaneous expenses 2 200 202 400
Research and development cost - 32,177 32,177 26,021
Bad Debt 30.4 - 8,103 8,103 -
Provision for doubtful trade debts (451) (43,920) (44,371) 26,060
Depreciation 5.2 1,146 111,727 112,873 96,395
Amortization of leased assets 5.5 71 6,887 6,958 6,747

5,188 546,217 551,405 551,716

30.1 Salaries and benefits include Rs. 8.21 million (2014 : Rs. 6.699 million ) in respect of retirement benefits.

30.2 Auditors remuneration

Audit fee 1,200 1,000
Certifications of group reporting 700 600
Professional services 300 300
Out-of-pocket expenses 300 200

2,500 2,100

30.3 Charity & donation

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

30.4 This relates to amount receivable from Atheeb NetSol Saudi Company Limited.
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2015 2015 2014
Domestic Foreign Rupees in ‘000
31. OTHER OPERATING EXPENSES
Loss on disposal of assets 19 1,822 1,841 18948
Loss on foreign currency translation - 29,953 29953 -
19 31,775 31,794 18,948
32. OTHER INCOME
Income from financial assets
Profit on bank deposits 25,241 - 25,241 18,792
Mark up on loan 434 - 434 465
Dividend Income 77978 - 77978 74,189
103,653 - 103,653 93,446
Income from non-financial assets
Gain on foreign currency translation - - - 32,783
Amortization of deferred revenue 19 - 19 30
Rental income 18,069 - 18,069 19,098
Miscellaneous income 75 - 75 18392
18,163 - 18163 70,303
121,816 - 121,816 163,749
33. FINANCE COST
Lease finance charges - 9,146 9,146 8636
Mark-up on loans 10 1573 1,583 1820
Mark-up on loan from related party 3 277 280 339
Lease documentation charges - 16 16 41
Bank charges 8 804 812 1,240
21 11,816 11,837 12,076
34. 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 export business activities.
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.
The Company is in loss therefore the reconciliation of accounting profit with tax expense is not provided.
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 Company were as follows:
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Chief Executive Directors Executives

2015 2014 2015 2014 2015 2014
Rupees in ‘000’

Managerial remuneration 5,800 4,000 3,600 2,400 512,851 356,470
Retirement benefits 320 - 360 240 41,012 27,563
Rent and house maintenance 2,320 1,600 1,440 960 205,140 142,588
Utilities 580 400 360 240 51,285 35,647
Medical expenses 265 142 178 108 25,763 14,433
Share options - 3 - 1 - 16
Total 9,285 6,145 5,938 3,949 836,051 576,717
No. of Persons 1 1 1 1 553 420

The Chief Executive, 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 for attending the board meetings.

36. 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.
The Company monitors capital on the basis of the gearing ratio. The ratio is calculated as under:
2015 2014
Rupees in ‘000’
Total debt 36.1. 471,994 524,578
Less : Cash and cash equivalents (447,595) (339,858)
Net debt 24,399 184,720
Total equity 36.2. 5,280,964 5,466,733
Gearing ratio (In percentage) 0.5% 3%
36.1. The total debt includes the long term financing, liabilities against assets subject to finance lease, short term
borrowing and current portion of long term financing.
36.2. The total equity includes all the capital and reserves of the Company.
37. TRANSACTION WITH RELATED PARTIES

Related parties comprise of holding company, subsidiary, associated undertakings, directors of the Company, key
employees and staff retirement fund. The Group in the normal course of business carries out transactions with var-
ious 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.



80

NetSol Technologies Limited

Notes to the Accounts

For the year ended June 30, 2015

2015 2014
Rupees in ‘000
Relationship with the Company Nature of transactions
(i) Parent Management fee - 62,353
Dividend paid to parent = 51,222
Bonus shares issued to parent - 51,222
(i)  Subsidiary Rental income 17,469 18348
Provision of services 6,719 6,524
Dividend received 77978 74,189
Mark-up income 434 465
Mark-up expense 280 339
(iii) Associated undertaking Rental income 600 750
Provision of services 413,769 310,325
Purchase of services 7,757 4,368
Purchase of assets 47,731 -
Commission paid to key management personnels 68,676 7,782
(iv) Post Employment benefit Contribution to defined contribution plan 53,795 35,200

38.

(v) During the financial year 2015, 76,500 shares (2014 : 2,416,000 shares) were issued to the key management
personnel against the exercise of options. There are no transactions with any key management personnel other
than the terms of employment.

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 Com-
pany's overall risk management strategy seeks to minimize 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 policies and guidelines approved by the Board of
Directors. The management continually monitors the Company's risk management process to ensure that an appro-
priate 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 recognized 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 ex-
posure 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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2015 2014
Rupees in ‘000

Financial Assets
Loans and receivables

Trade debts 38.1 448,668 317,226
Loans and advances 3,259 2,656
Security deposits 7.219 5,931
Other receivables 25,270 23824
Due from related parties 107,508 89,729
Bank balances 38.2 445,658 336,367

1,037,582 775,733

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

38.2 Bank balances are held only with reputable banks. The credit rating of banks holding balances is given below:

Rating

Shortterm LongTerm  Agency

Askari Bank Limited A-1+ AA JCR-VIS
MCB Bank Limited A1+ AAA PACRA
Summit Bank Limited A-1 A JCR-VIS

(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 require-
ments. The following are the contractual maturities of financial liabilities, including interest payments and excluding the
impact of netting agreements:

2015
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 57,422 62,699 40911 21,788 -

Long term advances 2,980 2,980 1,927 1,053
Trade and other payables 415,556 415,556 415,556 - -
Short-term borrowings 412,645 437,404 437,404 - -
888,603 918,639 895,798 22,841 -

2014

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 86,016 98,239 50,540 47,699 -
Long term financing 237,862 247,760 32,672 215,088 -
Long term advances 893 893 700 193

Trade and other payables 522,801 522,801 522,801 - -
Short-term borrowings 200,000 218,800 218,800 - -

1047572 1,088,493 825,513 262,980 -

The contractual cash flows relating to the above financial liabilities have been determined on the basis of mark-up rate ef-
fective as at 30 June. Rates of interest / mark - up and their maturities are given in the respective notes.
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39,

(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:

2015 2014

Rupees in ‘000’

Financial assets
Bank balances 418,683 288,360

Financial Liabilities

Finance lease liability 57,422 86,016
Long term loan - 237,862
Short-term borrowings 412,645 200,000

470,067 523,878

Sensitivity analysis

The company has no instruments subject to fixed interest rate. The following table demonstrates the sensitivity to
a reasonably possible change in the floating interest rates, with all other variables held constant, of the Company'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 874 800
100 bps decrease will result in increase in profit by 874 800
(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. Majority of the revenue of the company is in currencies other than Pak Rupees.
The Company also holds 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 2014.

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

Strengthening 271,937 203,717
Weakening (271,937)  (203,717)

(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 stat
ements of the fund:
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2015 2014
(Unaudited) (Audited)
Rupees in ‘000’

Size of the fund - Total Assets 354,473 254,023

Cost of investment made 302,263 208,450

Percentage of investment as size of fund 39.1 89% 88%

Fair value of investments 39.1 315,598 223,460
39.1 The breakup of fair value of investments is:

2015 2014
Investments .Percentageof n onts .Percentage of
Rupeesin‘000 investment as Rupeesin000 investment as
size of fund size of fund

Bank Balances 207,700 59% 160,633 63%

Mutual Funds 107,898 30% 62,827 25%

315,598 89% 223,460 88%

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, 2015 and 2014 respectively as follows:

2015 2014
No of Employees

Average number of employees during the year 1,142 950

Number of employees as at year end 1,203 1,026

41. 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.

2015 2014
Rupees in ‘000’

42, CORRESPONDING FIGURES

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

Note From Note To

11 Against capital expenditure 5.6 Capital work-in-progress 1,658 31,484
22 Other payables 21 Long term advances 2,980 893
28 Research and development cost 30 Research and development cost 32,177 26,021
28 Certifications 28 Fee & subscription - 6,108
30 Security expenses 30 Repairs and maintenance 2132 661
33 Mark-up on loan 33 Mark-up on loan from related party 280 339

43. DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 08, 2015 by the Board of Directors.

44, FIGURES

Figures have been rounded off to the nearest thousand rupee.

CHIEF EXECUTIVE OFFICER DIRECTOR
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Consolidated Balance Sheet

As at June 30, 2015

2015 2014
NOTE
Rupees in ‘000

ASSETS
NON-CURRENT ASSETS
Property & equipment 2,477,636 2,745,862
Intangible assets 2511297 2,868,568

4,988933 5618430
Deferred employee compensation expense 7 = -

4988933 5618430
CURRENT ASSETS
Trade debts 783,280 537,831
Excess of revenue over billing 367,994 138,261
Loans and advances 10 10,227 14146
Trade deposits & short term prepayments 11 26,138 25829
Other receivables 12 25,464 23,986
Due from related parties 13 111,312 101,414
Taxation - net 36,618 46,011
Cash & bank balances 14 514,011 389,987

1875044 1,277,465
TOTAL ASSETS 6,863977 6,895,895

The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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2015 2014
NOTE
Rupees in ‘000’

EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 15 1,500,000 1,500,000
Issued, subscribed and paid up capital 15 890,464 889,699
Share deposit money 13 13
Reserves 16 4,588,036 4,716,272

5478513 5605984
Non - controlling Interest 208,574 151,491

5,687,087 5,757,475
NON-CURRENT LIABILITIES
Long term financing 17 - 212,862
Liabilities against assets subject to finance lease 18 27,743 43,689
Deferred income 19 10 29
Long term advances 20 2,750 193

30,503 256,773

CURRENT LIABILITIES
Trade and other payables 21 452,694 553,556
Unearned revenue 22 237,995 60,064
Short term borrowings 23 412,645 200,000
Current portion of long term liabilities 24 43,053 68,027

1,146,387 881,647
CONTINGENCIES & COMMITMENTS 25 - -
TOTAL EQUITY AND LIABILITIES 6863977 6895895

The annexed notes from 1 to 44 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, 2015

2015 2014
NOTE
Rupees in ‘000
Revenue - net 26 3,317,243 2,346,996
Cost of revenue 27 (2,484,709) (2,074,921)
Gross profit 832,534 272,075
Selling and promotion expenses 28 (208,081) (183,448)
Administrative expenses 29 (558,793) | (559,046)
Other operating expenses 30 (37,787) (23,393)
Other income 31 28,394 63,350
Operating profit / (loss) 56,267 (430,462)
Finance cost 32 (12,323) (11,886)
Profit / (loss) before taxation 43944  (442,348)
Taxation
Current 33 (27,046) (33.352)
Prior (12,170) -
(39,216) (33.352)
Profit / (loss) after taxation for the year 4,728  (475,700)
Attributable to:
Owners of NetSol Technologies Limited (128,727) (583,075)
Non - controlling interest 133,455 107,375
4,728 (475,700)

Loss per share
Basic - In Rupees 34 (1.45) (6.62)
Diluted - In Rupees 34 (1.44) (6.58)
The annexed notes from 1 to 44 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, 2015

2015

2014

Rupees in ‘000’

Profit / (loss) after taxation for the year 4,728  (475,700)
Other comprehensive income - -
Total comprehensive income / (loss) for the year 4,728  (475,700)
Attributable to:
Owners of NetSol Technologies Limited (128,727)  (583,075)
Non - controlling interest 133,455 107,375
4,728 (475,700)
The annexed notes from 1 to 44 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, 2015

2015 2014
NOTE
Rupees in ‘000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit / (loss) before taxation for the year 43944 (442,348)
Adjustments for non cash charges and other items:
Depreciation - own assets 464,720 387,008
Amortization of leased assets 28,649 26,483
Amortization of intangible assets 357,271 347,311
Loss on disposal of fixed assets 7,261 19,758
Bad debt 8103 -
Amortization of deferred revenue (19) (30)
Exchange loss / (gain) on debtors 31,648 (23,192)
Interest expense 11,284 10,456
Interest income (25,723) (19,174)
Deferred employee compensation expense - 54
(Gain) on short term investment (1,977) (1.812)
Provision for doubtful trade debts (44,371) 26,060

836,846 772922
Cash generated from operations before working capital changes 880,790 330574
Working Capital Changes
Trade debts (284,528) 1,347,602
Loans and advances 3919 (23,264)
Trade deposits & short term prepayments (309) (9,488)
Other receivables (1,478) 2,461
Due from related parties (18,001) (72,789)
Trade and other payables (99,072) 132,032
Cash (used in) /generated from operations (399469) 1,376,554
Interest paid (31,799) (37,859)
Income taxes paid (29,824) (24,387)
Dividend paid (76,389) (151,482)
Net cash generated from operations 343,309 1,493,400
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipments purchased (229,379) | (1,123,038)
Sales proceeds of fixed asset 97,137 11,254
Intangible assets - (334,488)
Capital work in progress (77,419) (102,942)
Gain on investments 1,977 1812
Interest received 25,723 19174
Net cash (used in) investing activities (181961)  (1,528,228)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 765 24,160
Share premium 491 15,511
Paid against obligation under finance lease (53,824) (58,348)
Received against obligation under finance lease 36,677 97,468
Short term borrowing 212,645 -
Long term advances 3,784 -
Long term payable (237,862) 15,197
Net cash (used in) / generated from financing activities (37,324) 93,988
Net increase in cash and cash equivalents 124,024 59,160
Cash and cash equivalents at the beginning of the year 389,987 330827
Cash and cash equivalents at the end of the year 14 514,011 389,987

The annexed notes from 1 to 44 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER

DIRECTOR
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Consolidated Statement of Changes in Equity

For the year ended June 30, 2015

Non

Attributable to owners of the NetSol Technologies Limited Controlling Tot.al
Equity
Interest
Issued, sh Employee Capital Revenue
subscribed a'"®  Shareoption __reserve reserve
. deposit Total
and pa_ld-up money compensa- Share Unappropri-
capital tion reserve premium ated profit
RupeesIn’000
Balance as at June 30, 2013 785,717 13 5,449 278,240 5159,791 6,229,210 116,777 6,345,987
Total comprehensive income for the year
Net (loss) / profit for the year ended June 30,2014 - - - - (583,075) (583,075) 107,375 (475,700)
Other comprehensive income - - - - - - - -
- - - - (583,075)  (583,075) 107,375 (475,700)

Shares issued against options exercised
(2,416,000 shares at Rs. 10 each) 24,160 - - - - 24,160 - 24,160
Amount transferred to share premium on
issuance of shares against options exercised
(2,416,000 shares at Rs. 1.48 each) - - (3,569) - - (3569) - (3,569)
Shares premium on shares issued against
options exercised - - - 19,080 - 19,080 - 19,080
Distribution to owners
Final dividend for the year ended June 30,2013

Cash dividend of 10% (Rs. 1 per share) - - - - (79,822) (79,822) - (79,822)

Bonus shares issued (10%) 79822 - - - (79822) - - -

one for every ten ordinary shares held
By subsidiary to non-controlling interest

Cash dividend (Rs. 48.85 per share) - - - - - - (72,661) (72,661)
Balance as at June 30, 2014 889,699 13 1,880 297,320 4417072 5,605,984 151,491 5,757,475
Balance as at June 30, 2014 889,699 13 1,880 297,320 4,417,072 5,605,984 151,491 5,757,475
Total comprehensive income for the year
Net (loss) / profit for the year ended June 30,2015 - - - - (128,727) (128,727) 133,455 4,728
Other comprehensive income - - - - - - - -

- - - - (128,727)  (128,727) 133,455 4,728

Shares issued against options exercised
(76,500 shares at Rs. 10 each) 765 - - - - 765 - 765
Amount transferred to share premium on
issuance of shares against options exercised
(76,500 shares at Rs. 1.48 each) - - (113) - - (113) - (113)
Share premium on shares issued against
options exercised - - - 604 - 604 - 604
Distributions to owners
By subsidiary to non-controlling interest

Cash dividend (Rs. 51.34 per share) - - - - - - (76,372) (76,372)
Balance as at June 30, 2015 890,464 13 1,767 297,924 4,288345 5478513 208574 5,687,087

The annexed notes from 1 to 44 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR



94 NetSol Technologies Limited

Notes to the Consolidated Accounts

For the year ended June 30, 2015

1. 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
(Softwere Technology Park) Lahore Ring Road, Main Ghazi 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 IT
Village (Softwere Technology Park) Lahore Ring Road, Main Ghazi Interchange, Lahore Cantt. Pakistan.

2. BASIS OF PREPARATION

2.1

2.2

2.3

2.4

2.5

Statement of compliance

These consolidated 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 account-
ing 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 or the requirements of the said directives take precedence.

Basis of measurement

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

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.

Accounting policies

The accounting policies adopted for the preparation of these consolidated financial statements are consistent with
those applied in the preparation of the preceding annual published financial statements of the Group for the year
ended June 30, 2014.

Standards and interpretations that became effective

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 Group:

IFRS 7 Financial Instruments: Disclosures (Amendments)

IFRS 10 Consolidated Financial Statements (Amendments)

IAS 19 Employee Benefits (Amendments)

IAS 32 Offsetting Financial Assets and Financial Liabilities (Amendments)
IAS 36 Impairment of Assets (Amendments)

IFRIC 21 Levies
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2.6  Standards and interpretations issued but not yet effective for the current financial year

Effective for periods
beginning on or after

IFRS 5 Non-current Assets Held for Sale and discontinue operations (Amendments) Jul-01 2016
IFRS 7 Financial Instruments: Disclosures (Amendments) Jul-01 2016
IFRS 14 Regulatory Deferral Accounts Jan-01 2016
IFRS 15 Revenue from Contracts with Customers Jan-01 2017
IAS 1 Presentation of Financial Statements (Amendments) Jan-01 2016
IAS 16 Property, Plant and Equipment (Amendments) Jan-01 2016
IAS 19 Employee Benefits (Amendments) Jan-01 2016
IAS 27 Separate Financial Statements (Amendments) Jan-01 2016
IAS 28 Investments in Associates and Joint Ventures (Amendments) Jan-01 2016
IAS 34 Interim Financial Statements (Amendments) Jan-01 2016
IAS 38 Intangible Assets (Amendments) Jan-01 2016
IAS 41 Agriculture Jan-01 2016

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

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 con-
sistent 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-acquisi-
tion 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 control.

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, re-
quires 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 es-
timates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are rec-
ognized 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.
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The areas involving higher degree of judgement or complexity are as follows:

i. Provision for doubtful debts

ii. Provision for taxation

iii. Useful life of depreciable assets
iv. Useful life of intangible assets

v. Contingencies

4, 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 impair-
ment 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 over the remaining useful life of
the assets. Rates of depreciation are provided in note 5.1.

Depreciation on additions to property and equipment is charged for the month in which an asset is acquired or cap-
italized 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 no future economic benefit is expected from its use.

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 markup 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 5.4.

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 impairment losses. It represents expenditure incurred on proper-
ty and equipment during construction and installation. Cost also includes applicable borrowing costs under IAS 23
Borrowing Cost. These expenditures are transferred to relevant assets' category as and when assets are available
for use.
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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 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
(a) In-house developed intangible assets

The Group 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 re-
spective product is established. Thereafter, all software development costs are capitalized and reported at the lower
of unamortized cost or recoverable amount. 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. 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 economic 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 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 5.1.

Impairment
(a) Financial Asset

At each balance date the company assesses whether there is any objective evidence that a financial asset or a group
of financial asset is impaired. A financial asset is deemed to be impaired if and only if there is an objective evidence
of impairment as a result of one or more events that have occurred after the initial recognition of the asset and that
event has an impact on the estimated future cash flows of the financial asset that can be reliably estimated. Any
impairment loss on financial assets, including the financial assets carried at amortized cost, is recognized in profit
and loss account.

(b) Non Financial Asset

The Group 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.
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4.4

4.5

4.6

4.7

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 his-
torical 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 its entire permanent staff. Equal contribution is made by the
Group companies in the provident fund on monthly basis. Group'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 ser-
vices 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 recognizes' Deferred Employ-
ee 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 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 recognized in profit and loss ac-
count 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 Group.

Liabilities for creditors and other amounts payable in foreign currency are revalued by applying the exchange rate
applicable on balance sheet date.

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.
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Trade debts

Trade debts from local customers are stated at invoice value 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. The provision
for doubtful debt is recognized in profit and loss account. Debts considered irrecoverable are written off against
provision.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and at current or saving accounts held with banks, fixed de-
posits 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 determin-
able, 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 cer-
tified by the Chief Financial Officer and Chief Operating Officer.

(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 Group'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 recognized 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 to 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 in-
tended use.
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4,12

4.13

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: Recog-
nition and Measurement). Financial assets and liabilities are recognized when the Group 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 val-
ue except for any financial assets whose fair value cannot be estimated reliably. Financial assets are derecognized
when the Group 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 receiv-
ables, 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 finan-
cial 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 clas-
sified as held to maturity investments and are carried at amortized 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 that are not quoted
in an active 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 amortized cost using the
effective interest rate method less any impairment. These are classified as current and non-current assets in accor-
dance 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 Group establishes fair value
by using valuation techniques. 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.

(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 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 recognized directly in the profit and loss account.
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(ii) Financial liabilities

All financial liabilities have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Rec-
ognition and Measurement). Financial liabilities are recognised when the Group 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 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 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.

(i) 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 lia-
bility. 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 Group enters into transactions with related parties on an arm’s length basis. Prices for transactions with re-
lated 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 organized 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 techniques 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), who 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 purposes, the Group is organized 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.



102 NetSol Technologies Limited

Notes to the Consolidated Accounts

For the year ended June 30, 2015

2015

2014

Rupees in ‘000’

5. PROPERTY & EQUIPMENT

Net book value of owned assets 5.1 2,337,727 2,334,091
Net book value of leased assets 5.4 116,258 122,739
Capital work in progress 5.6 23,651 293,032
2,477,636 2,749,862
5.1 Following is the detail of owned assets
2015
CosT DEPRECIATION Net book
As at Additions As at Rate As at Adjustment | . . As at value as
Particulars Jul 01, / Jun 30, % Jul 01, during the thegear Jun 30, at Jun 30,
2014 | (Deletions) | 2015 . 2014 year v 2015 2015
RupeesIn’000’
Tangible Assets
Land - freehold 331,144 - 254,229 - - - - 254,229
(76,915)
Building on free 618,480 288,183 906,663 5 90,046 - 27,623 117,669 788,994
hold land -
Furniture & fixtures 45,864 19,667 62,613 10 7,856 4,507 11,049 51,564
(2918) (1,314)
Vehicles 84,751 32,269 83,539 20 44,273 6,351 9,146 43139 40,400
(33,481) (16,631)
Computers 1,283,688 137,345 1,403,218 20~50 465,664 13,582 242,343 705,247 697,971
(17,815) (16,342)
Air conditioners 16,807 20,658 36,478 10 4,204 1,538 5,204 31,274
(987) (538)
Office equipment 33,693 10,763 44,287 10 10,099 2,957 12,984 31,303
(169) (72)
Electric fittings 1,118 48,253 49,371 10 728 - 441 1,169 48,202
Generator 34137 - 34137 10 9,158 - 2,497 11,656 22,481
Leasehold 22815 10,011 21,237 20 10,364 4,172 4,547 16,690
improvements (11,589) (9,989)
Intangible Assets
Software 909,771 25,540 885,465 33 405,785 169,496 530,846 354,619
(49,846) (44,436)
3382,268 592,689 3,781,237 1,048,177 19,933 464,720 1443510 2,337,727
(193,720) (89,322)

The detail for assets disposed off during the year is given in note 5.3.
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2014
CosT DEPRECIATION Net book
As at Additions As at As at Adjustment Charge As at value as
Particulars Jul 01, / Jun 30, | Rate% | luly01, | duringthe | forthe | Jun30, | atjun30,
2013 (Deletions) 2014 2013 year year 2014 2014
RupeesIn'000’

Tangible Assets

Land - freehold 248,229 82915 331,144 - - - - 331,144
Building on free 241,307 377173 618,480 5 75,347 - 14,699 90,046 528434
hold land
Furniture & fixtures 22,800 24,697 45,864 10 5832 (650) 2674 7856 38,008
(1,633)
Vehicles 57,857 40,260 84,751 20 32,296 10,450 7632 44,273 40,478
(13,366) (6,105)
Computers 843,712 567807 1283688 20~33 376,125 12877 190412 465,664 818,024
(127,831) (113,750)
Air conditioners 10,053 6,754 16,807 10 3,337 - 867 4,204 12,603
Office equipment 24,323 9,370 33,693 10 8,073 27 1,999 10,099 23,594
Electric fittings 1118 - 1118 10 684 - L4 728 390
Generator 25,147 8990 34,137 10 7,215 - 1943 9,158 24,979
Leasehold 11,589 11,226 22815 20 9,589 - 775 10,364 12,451
improvements

Intangible Assets

Software 700,398 310256 909,771 33 325091 172890 405,785 503,986
(100,883) (92,196)

2,186,533 1439448 3,382,268 843,589 23354 393935 1048177 2,334,091
(243,713) (212,701)

5.2  Depreciation is allocated in the following manner
2015 2014
Rupees in ‘000’

Cost of revenue 27 351,847 290,613
Administrative expenses 28 112,873 96,395
Intangible assets - 6,927

464,720 393,935
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5.3 The detail of operating assets disposed off during the year are as follows

Particulars Cost %%Cp'.jr;nclg%tgg N%ta?uonk Sales Proceeds Mode of Disposal Particulars of Purchaser
RupeesIn'000’
Land 76915 - 76915 79,000 Negotiation Dine Developers
Furniture & fixture 621 321 300 56 Negotiation Zaheer Furniture Work
Furniture & fixture 160 67 93 39 Negotiation Mughal Store
Furniture & fixture 568 317 251 173 Negotiation Innovation Business
Furniture & fixture 1,569 609 960 115 Negotiation Mr. Abad Kabrani
Vehicle 51 10 41 38 Company Policy Employee
Vehicle 1,880 988 892 892 Company Policy Employee
Vehicle 810 651 159 600 Company Policy Employee
Vehicle 55 6 49 53 Company Policy Employee
Vehicle 40 9 31 29 Company Policy Employee
Vehicle 40 9 31 26 Company Policy Employee
Vehicle 51 12 39 30 Company Policy Employee
Vehicle 7,150 2518 4,632 4,500 Negotiation Mr. Taseer Aslam
Vehicle 40 1 29 20 Company Policy Employee
Vehicle 40 12 28 27 Company Policy Employee
Vehicle 850 716 134 800 Company Policy Employee
Vehicle 825 698 127 675 Negotiation Mr. Muhammad Shahid
Vehicle 1,454 824 630 575 Company Policy Employee
Vehicle 2,268 113 2,155 2,100 Company Policy Employee
Vehicle 1,454 836 618 680 Company Policy Employee
Vehicle 1125 547 578 775 Negotiation Mr. Khalid Mehmood
Vehicle 11,252 7,551 3,701 2,500 Negotiation Mr. Nouman Rashid
Vehicle 2,216 - 2,216 2216  Sale and lease back  First Habib Modaraba
Vehicle 81 55 26 18 Negotiation Mr. Zaheer Ali
Vehicle 1,746 1,064 678 725 Company Policy Employee
Vehicle 53 1 51 53 Company Policy Employee
Office Equipment 169 72 97 67 Negotiation Innovation Business
Computer 146 108 38 15 Company Policy Employee
Computer 323 83 240 150 Company Policy Employee
Computer 67 53 14 7 Company Policy Employee
Computer 8464 7819 645 - Donation SAR School, Green Meadows School,
Roshan Umeed-e-Sehar Foundation
Computer 67 51 16 7 Company Policy Employee
Computer 66 51 15 7 Company Policy Employee
Computer 62 48 14 6 Company Policy Employee
Computer 62 48 14 6 Company Policy Employee
Computer 8,558 8,081 477 - Donation SAR School
Air conditioner 53 35 18 12 Negotiation Mr. Zubair Abbas
Air conditioner 934 503 431 145 Negotiation Faisal AC Works
Leasehold improvements 11,589 9,989 1,600 - Assets written off -
Software 49,846 44,436 5410 - Assets written off -
2015 193,720 89,322 104,398 97,137
2014 243,713 212,701 31,012 11,254
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5.4 Following is the detail of leased assets

2015
cosT DEPRECIATION Net book
Asat | Additions As at Rate As at Adjustment Charge for As at value as
Particulars Jul 01, / Jun 30, % Jul 01, during the thegear Jun3o, | atlun 30,
2014 | (Deletions) | 2015 ’ 2014 year v 2015 2015
RupeesIn’'000’
Vehicles 76,712 19,270 80,956 20 14,904 - 12,784 21,337 59,619
(15,026) (6.351)
Computers 56,548 8,907 46,039 33 21,758 - 12,543 20,719 25,320
(19.416) (13,582)
Air conditioners 19,140 - 19,140 10 1,117 - 1,802 2919 16,221
Generator 8,545 8,500 17,045 10 427 - 1,520 1,947 15,098
160,945 36677 163,180 38,206 28,649 46,922 116,258
(34,442) (19,933)
2014
cosT DEPRECIATION Net book
As at | Additions As at Rate As at Adjustment Charge for As at value as
Particulars Jul01, / Jun 30, Y Jul01, during the thegear Jun30, | atljun30,
2013 | (Deletions) | 2014 ° 2013 year y 2014 2014
Rupees|In’'000’
Vehicles 59,939 39,205 76,712 20 13,724 - 11,630 14,904 61,808
(22,432) (10,450)
Computers 45,809 32,157 56,548 33 20,826 13,809 21,758 34,790
(21,418) (12,877)
Air conditioners - 19,140 19,140 10 - - 1117 1117 18,023
Office equipment 96 - - 10 22 - 5 - -
(96) (27)
Generator - 8,545 8,545 10 - - 427 427 8118
105,844 99,047 160,945 34,572 - 26,988 38,206 122,739

(43,946) (23354)
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2015 2014
5.5 Amortization is allocated in the following manner Rupees in ‘000’
Cost of revenue 27 21,691 19,736
Administrative expenses 29 6,958 6,747
Intangible assets - 505
28,649 26,988
5.6 Capital work-in-progress

Civil works for leasehold improvements 1,732 216,697
Advance against assets 7919 76,335
Advance against leasehold improvements 14,000 -
23,651 293,032

5.6.1 The movement in capital work-in-progress during the year is as under:
Opening Balance 293,032 503,883
Additions during the year 96,163 160,659

Transfers:

Building 288,182 371,510
Furniture and Fixtures 10,755 -
Air conditioners 18,354 -
Electric fittings 48,253 -
(365,544)  (371,510)
Closing balance 23,651 293,032

5.6.2 Extension of existing building is under construction. Major portion of building has been completed du-

ring the financial year 2014-15 and is now in use by the company.

5.6.3 During the year borrowing cost amounting to Rs. 18.745 million using capitalisation rate of 12.76% pa
(2014 : Rs. 26.33 million using capitalisation rate 12.9% p.a) has been capitalized in the capital work in

progress pertaining to construction of building.
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2015
CoSsT AMORTISATION Net book
) As at Additions As at Rate As at Charge As at value as at
Particulars Julo1, / Jun 30, o Jul 01, for the Jun 30, Jun 30,
2014 (Deletions) 2015 2014 year 2015 2015
Rupees|In’'000’
In-house Developed Software
NetSol Financial Suite 213,225 - 213225 10~20 171,254 41971 213,225 -
SMART 137,149 - 137,149 10 68575 13,715 82,290 54,859
NFS - Ascent 2,935,038 - 2,935,038 10 253,118 293503 546,621 2,388,417
HMIS 35,146 - 35,146 10 2,050 3,515 5,565 29,581
Business Intelligence 45,671 - 45,671 10 2,664 4,567 7,231 38,440
Scoring Model & Risk
Management
3,366,229 - 3,366,229 497,661 357,271 854,932 2,511,297
2014
COST AMORTISATION Net book
. As at Additions As at Rate As at Charge As at value as at
Particulars Julo1, ! Jun 30, % Julo1, | forthe | Jun30, Jun 30,
2013 (Deletions) 2014 2013 year 2014 2014
RupeesIn ‘000’
In-house Developed Software
NetSol Financial Suite 213,225 - 213225 1020 135,488 35766 171,254 41,971
LRMIS 71,826 - 71,826 20 36,511 35,315 71,826 -
SMART 137,149 - 137,149 10 54,860 13,715 68575 68574
NFS Ascent 549,793 2,385,245 2,935,038 10 99,856 153262 253,118 2,681,920
HMIS - 35,146 35,146 10 - 2,050 2,050 33,096
Business Intelligence - 45671 45671 10 - 2,664 2,664 43,007
Scoring Model & Risk
Management
Under Development
Fleet Management System 982,701 205,778 - - - - - -
(1,188,479)
Blue Star 1,038,823 120,687 - - - - - -
(1,159,510)
LSS 100,251 4,288 104,539 - - 104,539 104,539 -
HMIS 32,761 2,385 - - - - - -
(35,146)
Loan Origination System 33,781 3,475 - - - - - -
(37.256)
Business Intelligence 40,364 5,307 - - - - - -
Scoring Model & Risk (45,671)
Management
3,200,674 341,920 3,542,594 326,715 347,311 674,026 2,868,568
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2015 2014
Rupees in ‘000
6.1  Amortization is allocated in following manner
Cost of revenue 27 357,271 347,311

6.2 NetSol Financial Suite has been fully amortized during the year but the company is still generating revenues
from its sale.

7. DEFERRED EMPLOYEE COMPENSATION EXPENSE

Balance as at the beginning of the year - 54
Fair value of options issued during the year = -
Options lapsed due to employee resignation - -

Amortization for the year = (54)

Balance as at the end of the year - -

Current portion shown under current assets - -

Long term portion of deferred employee compensation expense - -

The holding Company used 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%
2015 2014
Number of options

Options outstanding at the beginning of the year 1,272,500 3,688,500

Options issued during the year > -
Options lapsed during the year - -
Options exercised during the year (76,500) (2,416,000)

Options outstanding at the end of the year 1,196,000 1,272,500

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 stock options to its core team of em-
ployees 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 carries 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 exercis-
able after completion of 24 months from the grant date and 20% of the granted option became 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.
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2015

2014

Rupees in ‘000’

TRADE DEBTS

Considered good - unsecured 8.2 783,280 537,831
Considered doubtful - unsecured 83 51,850 96,221
835,130 634,052
Less: provision for doubtful trade debts 8.4 (51,850) (96,221)
783,280 537,831
8.1 Amount receivable from related parties included in trade debts are as under:
The Innovation Group (EMEA) Limited - UK 211,750 103,598
The Innovation Group - US 119,682 104,500
The Innovation Group - AUS 3,180 12,507
NetSol Technologies (Thailand) Limited 116,573 -
NetSol Technologies (Beijing) Company Limited 73,567 -
524,752 220,605
8.2 It represents amount receivable from customers. It is unsecured but considered good by the management.
8.3 This is a general provision created by the Company for any future doubtful trade debts.
8.4 Movement in provision against doubtful trade debts is given below:
Balance as at July 1 96,221 80,610
Provision made during the year - 26,060
Provision reversed during the year (44,371) -
Write offs during the year - (10,449)
Balance as at June 30 51,850 96,221
8.4.1 The amount written off against provision in FY 2014 relates to Atheeb Netsol Saudi Company Limited.
8.5 Aging of trade debts at June 30 is as follows:
2015 2014
Rupees in ‘000’ Rupees in ‘000’
Gross Impaired Gross Impaired
Not past due 160,101 - 45813 -
Past due 1-180 days 626,317 - 505,405 -
Past due 181 days -1 year 36,010 - 82,028 -
More than one year 12,702 - 806 -

Total 835,130 = 634,052
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2015 2014
Rupees in ‘000 Rupees in ‘000’
Gross Impaired Gross Impaired
8.6 Aging of trade debts due from related parties at June 30 is as follows:
Not past due 103,986 = 45813 -
Past due 1-180 days 420,642 - 173,085 -
Past due 181 days -1 year 124 - 1,707 -
Total 524,752 - 220,605 -
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.
It includes Rs. 49.045 million ( 2014 : nil) against NetSol Technologies (Beijing) Company Limited.
2015 2014
Rupees in ‘000
10. LOANS AND ADVANCES - Unsecured
Considered good
Loan to executives 3,096 1822
Advances
- to executives 101 227 834
- against expenses 6,904 11,490
10,227 14,146
10.1 The advances to executives are given to meet business expenses and are settled as and when the expenses
are incurred. Maximum balance outstanding against advances to executives at the end of any month during
the year was Rs. 0.782 million (2014 : Rs. 4.21 million)
11. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS
Security deposit 7,590 6,698
Prepayments 18,548 19,131
26,138 25829
12. OTHER RECEIVABLES
Guarantee margin 2,741 8,045
Sales Tax Refundable 11,700 6,315
Other receivable - considered good 11,023 9,626

25,464 23,986
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2015

2014

Rupees in ‘000’

13. DUE FROM RELATED PARTIES
NetSol Connect (Private) Limited 3,435 2,155
NetSol Technologies Australia Pty. Limited - 21,980
Atheeb NetSol Saudi Company Limited 29.4 - 9,404
NetSol Technologies (Beijing) Company Limited 104,073 12,202
NetSol Technologies Europe Limited 3,804 12814
NetSol Technologies North America - 42,859
111,312 101,414
13.1 These relate to normal business of the Group and are interest free.
13.2 Maximum aggregate amount outstanding due from related party at the end of any month during the year was
Rs. 155.89 million (2014 : Rs. 111 million).
14. CASH AND BANK BALANCES
With banks
Saving accounts 14.1 473,559 329,675
Current accounts 47 47
Foreign currency current account 38,365 56,547
511,971 386,269
In hand 2,040 3,718
514,011 389,987
141  The balances in savings accounts bear mark up at 4% per annum. (2014 : 5% to 9% per annum)
15. SHARE CAPITAL
15.1 Authorised share capital
2015 2014 2015 2014

Number of shares

Rupees in ‘000’

150,000,000 150,000,000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
5.2 Issued, subscribed & paid-up capital
41,895,691 41,819,191 Ordinary Shares of Rs. 10 each fully paid in cash 418,957 418192
47,150,732 47,150,732 Ordinary Shares of Rs. 10 each issued as fully paid 471,507 471,507
bonus shares
89,046,423 88969923 890,464 889,699
2015 2014

Number of shares

15.3 Reconciliation of number of shares issued, subscribed & paid-up

Number of shares outstanding as at July 1 88,969,923 78571,703
Ordinary Shares of Rs. 10 issued against options exercised 76,500 2,416,000
Ordinary Shares of Rs. 10 issued as fully paid bonus shares - 7982220
Number of shares outstanding as at June 30 89,046,423 88,969,923
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15.4

Owners of ordinary shares of the holding company are entitled to distributions approved by the holding Com-
pany, 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.

15.5 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.
15.6 NetSol Technologies Inc. 24025, Park Sorrento, Suite 410, Calabasas CA 91302, is the parent company holding
65.10 % (2014 : 63.38%) of issued capital of the Company. No shares are held by any other related party.
15.7 The holding Company is not subject to any externally imposed capital requirements for the financial years
2015 and 2014.
2015 2014
Rupees in ‘000’
16. RESERVES
Capital reserve
Premium on issue of ordinary shares 297,924 297,320
Revenue reserve
Un - appropriated profit 4,288,345 4,417,072
Employee share option compensation reserve 16.1 1,767 1,880
4,588,036 4,716,272
16.1 EMPLOYEE SHARE OPTION COMPENSATION RESERVE
Balance at the beginning of the period 1,880 5,449
Options issued during the year - -
Options lapsed due to employee resignation - -
Amount transferred to Capital reserve on exercise of options (113) (3,569)
Balance at the end of the period 1,767 1,880
17. LONG TERM FINANCING
Term finance - secured 171 - 62,500
Loan from related party - unsecured 17.3 - 175,362
- 237,862
Current portion - (25,000)
= 212,862
17.1 This represents term finance available from Askari Bank Limited up to Rs. nil (2014 : Rs. 100 million), availed
Rs. nil (2014 : Rs. 100 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 installments within a period of 5 years. The first trench of loan
was disbursed in October 2011. The outstanding amount against this facility has been fully off paid during the
financial year 2014-15.
17.2 These facilities were secured by first exclusive charge of Rs. 680 million over the land, building and equipment
of the Company.
17.3 This represent interest free loan of USD nil (2014 : USD 1,774,743) from the holding Company.
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2015 2014
Rupees in ‘000

18. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 68,869 86,016
Current portion of obligations shown under current liabilities (41,126) (42,327)
27,743 43,689
Present value of minimum lease payments have been discounted at an implicit interest rate ranging between 9.18 %
t0 13.02% (2014 : 10.87 % to 12.99%) to arrive at their present value. The lessee has the option to purchase the assets
after expiry of the lease term.
The amount of future payments of the lease and the period in which these payments will become due are as follows:
2015
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 46,285 5,159 41,126
Later than one year but not later than five years 29,384 1,642 27,742
75,669 6,801 68,868
2014
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 50,540 8213 42,327
Later than one year but not later than five years 47,699 4,010 43,689
98,239 12,223 86,016
2015 2014
Rupees in ‘000’
19. DEFERRED INCOME
Opening balance 29 59
Addition during the year - -
29 59
Amortized during the year (19) (30)
Un amortized gain on sale and lease back transaction 10 29
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.
20. LONG TERM ADVANCES
Long term advances 4,677 893
Less: Current portion (1,927) (700)

2,750 193

20.1 These represent payments received from employees against provision of motor bikes and cars to them as per compa-
ny policy and will be adjusted against the future sale of motor bikes and cars.
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2015 2014
Rupees in ‘000
21. TRADE AND OTHER PAYABLES
Creditors 56,916 51,810
Accrued liabilities 163,010 130,655
Accrued markup- secured 4,309 6,082
Due to related party 211 195,800 345,698
Withholding tax 13314 6,308
Provident fund payable 12,037 8,716
Unclaimed dividend 2,614 2,631
Other payables 4,694 1,656
452,694 553,556
21.1 Due to related parties
Parent
NetSol Technologies Inc. 117,461 203,972
Associated
NetSol Technologies Europe Limited 73174 137,746
NTPK (Thailand) Company Limited - 2,765
NetSol Technologies Australia Pty. Limited 1,034 1,215
NetSol Technologies (Thailand) Limited 4,131 -
195,800 345,698
21.2  These relate to normal course of business of the Group and is interest free.
21.3  Maximum aggregate amount outstanding due to related party at the end of any month during the year was
Rs. 555.23 million (2014 : Rs. 622 million).
22. UNEARNED REVENUE
It represents license, maintenance and services fee received in advance. The license and services fee are transferred
to revenue on work done basis where as maintenance is transferred to revenue on time proportion basis.
23. SHORT TERM BORROWINGS

Export refinance - secured 23.1 300,000 200,000
Loan from related party - unsecured 23.6 112,645 -

412,645 200,000

23.1  The facility for export refinance is available from Askari Bank Ltd amounting upto Rs 300 million (2014 : Rs
300 million), availed Rs. 300 million (2014 : 200 million) It carries mark-up of State Bank Refinance Rate+1%
per annum (2014 : State Bank Refinance Rate+1% per annum per annum). The interest rate ranged between
6% to 7.5% (2014 : 9.2 to 9.4%) during fiscal year 2015. The due balance is payable bi-annually.

23.2  Afacilty for issuance of guarantees (LG) is available from Askari Bank Ltd upto Rs. 100 million (2014 : Rs. 100
million), availed Rs. 6.204 million. (2014 : Rs. 15.843 million)

23.3 A sublimit of LG is available from Askari Bank Ltd for corporate credit cards upto Rs. 4 million (2014 : Rs. 4
million)

23.4  The company has a running finance facility from Askari Bank Ltd as a sublimit to LG facility upto Rs. 75 mil-
lion (2014 : 75 million) for working capital requirement. As at June 30, 2015 there is no balance outstanding
against this facilty. It carries markup at the rate of 3 month Kibor + 2%. (2014 : 3 month Kibor + 2.75%)
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23.5 The facilities are secured by way of first exclusive charge over the Company's all present and future current
assets/receivables of Rs. 536 million. (2014 : Rs. 536 million)

23.6  This represent short term interest free loan of USD 1,086,254 (2014: nil) from the holding company.

2015

2014

Rupees in ‘000

24. CURRENT PORTION OF LONG TERM LIABILITIES
Current portion of long term financing 17 - 25,000
Current portion of lease liability 18 41,126 42,327
Current portion of long term advances 20 1,927 700
43,053 68,027
25. CONTINGENCIES & COMMITMENTS
25.1  Contingencies

During the year, the subsidiary has not charged Workers' Welfare Fund(WWF) under the WWF Ordinance,

1971 amounting to Rs.5.4 million, as the amendments made through Finance Act 2006 and 2008 relating to

the scope and applicability of the same has been declared unconstitutional by the Honorable Lahore High

Court through its judgement number 2011 PLD 2643. The matter is pending before the Honorable Supreme

Court of Pakistan, however, management is confident that the decision of Lahore High Court shall prevail;

accordingly no provision has been made by the company during the year in this regard.

25.2 Commitments

25.2.1 The Company has issued worth Rs. 6.204 million (2014 : Rs. 15.843 million) bank guarantees and
bid bonds to various customers against sale of software and allied services.

25.2.2 The Company has no commitment under any capital purchase agreement as at June 30, 2015. (2014
:Rs. 40 million)

25.2.3 The subsidiary shall indemnify Innovation Group (EMEA) Limited up to £2,000,000 (2014 : £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.

26. REVENUE - NET

Export Revenue
License 307,698 377,996
Services 2,392,350 | 1,473,429
Maintenance 590,287 474,837
3,290,335 2,326,262

Local Revenue

Services 10,172 20,763
Maintenance 19,245 3,288
29,417 24,051
Sales tax (2,509) (3317)
3,317,243 2,346,996
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2015 2014
Rupees in ‘000
27. COST OF REVENUE

Salaries & benefits 271 1,310,788 920,253
Consultancy charges 84,863 146,511
Technical services - 647
Hardware and other material cost 519 464
Software licences 5,525 57,961
Staff training 3,021 2,188
Rent, rates & taxes 9,441 1,954
Travelling & conveyance 163,687 108,140
Communication 28,407 22,287
Utilities 36,598 35,126
Printing & stationery 3,234 2,702
Entertainment 43,372 32,955
Insurance 2,941 2,734
Vehicle running & maintenance 21,079 18,409
Repair & maintenance 40,359 50,126
Fee & subscription 66 14,804
Depreciation 5.2 351,847 290,613
Amortization of leased assets 5.5 21,691 19,736
Amortization of intangible assets 6.1 357,271 347,311

2,484,709 2,074,921

27.1.  Salaries and benefits include Rs. 53.811 million (2014 : Rs. 38.387 million ) in respect of retirement benefits.

28. SELLING AND PROMOTION EXPENSES

Salaries & benefits 28.1 50,643 45,872
Staff training - 4
Rent, rates & taxes 3,329 9,835
Travelling and conveyance 12,451 4,848
Communication 1,629 2,634
Utilities 2,781 2,740
Printing & stationery 187 127
Entertainment 2,506 2,439
Insurance 187 229
Vehicle running expenses 2,283 2,297
Repairs and maintenance 2,210 1,609
Commission on sales 96,189 80,926
Tender money 521 11
Sale promotional expenses 33,165 29877

208,081 183,448

28.1 Salaries and benefits include Rs. 1.468 million (2014 :

Rs. 1.126 million ) in respect of retirement benefits.
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2015

2014

Rupees in ‘000’

29. ADMINISTRATIVE EXPENSES

Salaries and benefits 291 257,212 177924
Staff training 320 315
Management fee - 62,353
Rent, rates and taxes 10,753 7,492
Travelling and conveyance 16,122 20,581
Communication & postage 7175 6,562
Printing and stationery 994 846
Utilities 11,961 10,445
Entertainment 21,308 20,294
Insurance 10,902 9,155
Advertisement 2,062 1,843
Vehicle running expenses 13,162 14,812
Repairs and maintenance 54,106 31,937
Legal and professional charges 4,196 12,743
Auditors remuneration 29.2 4,500 3,400
News papers & periodicals 300 603
Office supplies 4,769 3122
Charity & donation 293 18,035 15,142
Fee & subscription 4974 3,854
Miscellaneous expenses 202 400
Bad debt 29.4 8,103 -
Provision for doubtful trade debts (44,371) 26,060
Research and development cost 32,177 26,021
Depreciation 5.2 112,873 96,395
Amortization of leased assets 5.5 6,958 6,747

558,793 559,046

29.1 Salaries and benefits include Rs. 8.21 million (2014 : Rs. 6.69 million ) in respect of retirement benefits.

29.2 Auditors remuneration

Audit fee 2,200 1,500
Certifications of group reporting 1,100 800
Professional services 600 600
Out-of-pocket expenses 600 500

4,500 3,400

29.3 Charity & donation

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

29.4 This relates to amount receivable from Atheeb NetSol Saudi Company Limited.
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2015 2014
Rupees in ‘000
30. OTHER OPERATING EXPENSES
Loss on disposal of assets 6,139 18,962
Loss on foreign currency translation 31,648 -
Others - 4,431
37,787 23,393
31. OTHER INCOME
Income from financial assets
Profit on bank deposits 25,723 19174
Profit on short term investment 1,977 1812
27,700 20,986
Income from non-financial assets
Gain on foreign currency translation - 23,192
Amortization of deferred revenue 19 30
Rental income 600 750
Miscellaneous income 75 18,392
694 42,364
28394 63,350
32. FINANCE COST
Lease finance charges 9,701 8,636
Markup on loans 1,583 1,820
Lease documentation charges 28 41
Bank charges 1,011 1,389
12,323 11,886
33. 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.

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.
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2015 2014
Rupees in ‘000

LOSS PER SHARE

Basic

Loss attributable to owners of NetSol Technologies Limited (128,727) (583,075)
Average number of ordinary shares in issue during the period 34.1 88,999 88,069
Basic - In Rupees (1.45) (6.62)
Diluted

Loss attributable to owners of NetSol Technologies Limited (128,727) (583,075)
Average number of ordinary shares in issue during the period 34.2 89,394 88,559
Diluted - In Rupee (1.44) (6.58)

2015 2014
Number in ‘000’

34.1 Weighted average number of ordinary shares (basic)

Issued ordinary shares as at July 1 88,970 78,572
Effect of bonus shares issued - 7,982
Weighted average of shares issued during the year 29 1515
Weighted average number of ordinary shares (basic) as at June 30 88,999 88,069

34.2 Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares (basic) 34.1 88,999 88,069
Effect of exercise of share options 395 490
Weighted average number of ordinary shares (diluted) as at June 30 89,394 88,559

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

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

Chief Executive Directors Executives
2015 2014 2015 2014 2015 2014
Rupees in ‘000’
Managerial remuneration 5,800 4,000 3,600 2,400 668,482 471,834
Retirement benefits 320 - 360 240 49,894 34572
Rent and house maintenance 2,320 1,600 1,440 960 246,642 173,352
Utilities 580 400 360 240 61,660 43,338
Medical expenses 265 142 178 108 29,887 17,013
Share options - 3 - 1 - 16
Total 9,285 6,145 5,938 3949 1,056,565 740,125
No. of Persons 1 1 1 1 680 517

The Chief Executive, 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 ap-
proved by the board for attending the board meetings.
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36. 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 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 Group is sufficient to meet the re-
quirements of the business.
The Group monitors capital on the basis of the gearing ratio. The ratio is calculated as follows:
2015 2014
Rupees in ‘000’
Total debt 36.1 483,441 524,578
Less : Cash and cash equivalents (514,011) (389,987)
Net debt (30,570) 134,591
Total equity 36.2 5,687,087 5,757,475
Gearing ratio (In percentage) 0% 2%
36.1. The total debt includes the long term financing, liabilities against assets subject to finance lease, short term
borrowing and current portion of long term financing.
36.2. The total equity includes all the capital and reserves of the Company.
37. TRANSACTION WITH RELATED PARTIES

Related parties comprise of holding company, subsidiary, associated undertakings, directors of the Company, key
employees and staff retirement fund. The Group in the normal course of business carries out transactions with var-
ious 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
theses financial statements are as follows.

Relationship with the Group Nature of transactions
(i) Parent Management fee - 62,353
Dividend paid to parent - 51,222
Bonus shares issued to parent - 51,222
(i) Associated undertaking Rental Income 600 750
Provision of services 1,031,330 825,796
Purchase of services 10,755 4,368
Purchase of assets 47,731 -
Commission paid to key management personnels 68,676 7,782
(i) Post Employment benefit Contribution to defined contribution plan 63,486 46,197

(iv) During the financial year 2015, 76,500 shares (2014 : 2,416,000 shares) were issued to the key management
personnel against the exercise of options. There are no transactions with any key management personnel
other than the terms of employment.
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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 formal approval
process whereby credit limits are applied to its customers. The management also continuously monitors credit ex-
posure 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 to credit
risk at the reporting date is as follows:

2015 2014
Rupees in ‘000

Financial Assets

Trade debts 38.1 835,130 634,052
Loans and advances 3,323 2,656
Security deposits 7,590 6,698
Other receivables 11,023 9,626
Due from related parties 111,312 101,414
Bank balances 38.2 511,971 386,269

1,480,349 1,140,715

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 Bank balances are held only with reputable banks. The credit rating of banks holding balances is given below:

Rating

Shortterm LongTerm  Agency

Askari Bank Limited A-1+ AA JCR-VIS
MCB Bank Limited A1+ AAA PACRA
Summit Bank Limited A-1 A JCR-VIS

(b) Liquidity risk

Liquidity risk reflects an enterprise’s inability in raising funds to meet commitments. The Group's exposure to liquid-
ity risk arises primarily from mismatches of the maturities of financial assets and liabilities. The Group 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:
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2015
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 68,868 75,669 46,285 29,384 =
Long term advances 4,677 4,677 1,927 2,750 -
Trade and other payables 452,694 452,694 452,694 - -
Short-term borrowings 412,645 437,404 437,404 = =
938,884 970,444 938,310 32,134 -
2014
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 86,016 98,239 50,540 47,699 -
Long term financing 237,862 247,760 32,672 215,088 -
Long term advances 893 893 700 193 -
Trade and other payables 553,556 553,556 553,556 - -
Short-term borrowings 200,000 218,800 218,800 - -

1078327 1,119,248 856,268 262,980 -

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:

2015 2014
Rupees in ‘000’

Financial assets

Bank balances 473,559 329,675
Financial Liabilities

Finance lease liability 68,869 86,016
Long term loan - 237,862
Short-term borrowings 412,645 200,000

481,514 523,878
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Sensitivity analysis

The Group has no instruments subject to fixed interest rate. The following table demonstrates the sensitivity to a reasonably
possible change in the floating interest rates, with all other variables held constant, of the Group's profit net of tax.

2015 2014
Rupees in ‘000’

39,

Impact on Profit and loss account (net of tax)

As at 30 June

100 bps increase will result in decrease in profit by 896 761
100 bps decrease will result in increase in profit by 896 761
(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 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 2014.
Impact on Profit and loss account (net of tax)

As at 30 June

Strengthening 347,503

(347,503)

205,978

Weakening (205,978)
(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:

2015 2014
(Unaudited) (Audited)
Rupees in ‘000

Size of the fund - Total Assets 354,473 254,023

Cost of investment made 302,263 208,450

Percentage of investment as size of fund 39.1 89% 88%

Fair value of investments 39.1 315,598 223,460
39.1  The breakup of fair value of investments is

2015 2014
Investments .Percentage of Investments _Percentage of
Rupees in'000 investment as Rupees in‘000 investment as
size of fund size of fund

Bank Balances 207,700 59% 160,633 63%

Mutual Funds 107,898 30% 62,827 25%

315,598 89% 223,460 88%
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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, 2015 and 2014 respectively as follows:
2015 2014
No of Employees
Average number of employees during the year 1,316 1,101
Number of employees as at year end 1,393 1183
41. SEGMENT REPORTING

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

The Group measures the performance of its operating segments through a measure of segment’s gross profit or loss re-
ferred 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.

Segment assets and liabilities are not regularly provided to the CODM. The Group has elected as provided under IFRS 8
'‘Operating Segments' (amended) not to disclose a measure of segment assets or liabilities where these amounts are not
regularly provided to the CODM.

With respect to geographical regions, revenue is generally allocated to 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 sub-
ject to regular. Following are identified segments.

(i) Global Leasing and Financial Solutions (NFS)

The Group is 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, ve-
racity, 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.



Financial Statements

Annual Report 2015/ 125

41.1 SEGMENT REVENUES AND RESULTS
Following is an analysis of the Group's revenue and results by reportable segment.
2015
NFS IS SSS BPO Total
Rupees in ‘000’
Revenue - net
External sales
Licence 307,698 = = = 307,698
Services 1,682,761 7,663 128 709461 2,400,013
Maintenance 590,287 19,245 - - 609,532
Inter-segment sales =
Total revenue 2,580,746 26,908 128 709,461 3,317,243
Cost of revenue (1,990,635) (29.807) (105687) (358580) (2,484,709)
Segment results 590,111 (2,899) (105,559) 350,881 832,534
Unallocated corporate expenses:
Selling and promotion expenses (208,081)
Administrative expenses (558,793)
Other operating expenses (37,787)
Other income 28,394
Finance cost (12,323)
Taxation (39,216)
Profit after taxation 4,728
Depreciation & amortisation 665,525 4,580 39,452 21,252 730,809
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2014
NFS IS SSS BPO Total
Rupees in ‘000’
Revenue - net
External sales
Licence 377,996 - - - 377,996
Services 865,014 17,446 556 607,859 1,490,875
Maintenance 474,837 - 3,288 - 478125
Inter-segment sales -
Total revenue 1,717,847 17,446 3,844 607,859 2,346,996
Cost of revenue (1,647,723) (40,232) (264,708) (322,258) (2,074,921)
Segment results 270124 (22,786) (260,864) 285,601 272,075
Unallocated corporate expenses:
Selling and promotion expenses (183,448)
Administrative expenses (559,046)
Other operating expenses (23,393)
Other income 63,350
Finance cost (11,886)
Taxation (33,352)
(Loss) after taxation (475,700)
Depreciation & amortisation 428,000 12,872 197,750 19,038 657,660

*Key
NFS = NetSol Financial Solutions
IS = Information Security

41.2 Revenue by geographic regions

SSS = Software Services and Solutions

BPO = Business Process Outsourcing

The revenue is generated from clients in following geographical regions:

Pakistan Asia Pacific Australia & Others Total
USA
Rupees in ‘000’
Year ended 2015 26908 2,198,164 735,002 357,169 3,317,243
Year ended 2014 20,735 1,555,334 444,097 326,830 2,346,996

Asia Pacific includes: China, Thailand, Japan, Taiwan & Korea, Australia & USA includes Australia, New
Zealand & USA; Others include Europe & Middle East
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The revenue from major customer during the year was Rs. 257 million (2014 : 232 million).

Non current assets

Net book value of non-current assets held in foreign countries is Rs. 5.85 million (2014 : Rs. 8.515 million).

2015

2014

Rupees in ‘000’

42. CORRESPONDING FIGURES

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

Note From
10 Against capital expenditure 5.6
21 Other payables 20
27 Research and development cost 29
27 Certifications 27
29 Security expenses 29

43. DATE OF AUTHORIZATION FOR ISSUE

Capital work-in-progress

Long term advances

Research and development cost
Fee & subscription

Repairs and maintenance

1,658
4,677
32,177

2,132

These financial statements were authorized for issue on September 08, 2015 by the Board of Directors.

44, FIGURES

Figures have been rounded off to the nearest thousand rupee.

CHIEF EXECUTIVE OFFICER

31,484
893
26,021
6,108
661

DIRECTOR
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NOTICE OF

NOTICE IS HEREBY GIVEN THAT the 19" Annual General Meeting of the shareholders of NetSol
Technologies Limited will be held on Tuesday October 27, 2015 at 11:00 A.M at Faletties Hotel,

24-Egerton Road, Lahore, to transact the following business:

Ordinary Business

1. To receive, consider and adopt the Reports of Directors and Auditors together with Audited Annual Separate and
Consolidated Financial Statements for the year ended 30 June 2015.

2. Toappoint auditors for the year ending June 30, 2016 and fix their remuneration.

Special Business

3. To consider and approve the changes proposed by the Board of Directors in the Employees Stack Option Scheme by
passing the following resolution as Special Resolution, with or without any modification, addition or deletion:

RESOLVED THAT:

"Subject to the permission of the Securities and Exchange Commission of Pakistan, approval of the Campany be and
is hereby granted to change the vesting period of stock options to be granted by the Company in future pursuant to
the Employees Stock Option Scheme 2009 as under:”

Immediately after grant Initial 50% of options would vest

After 24 months of grant Additional 30% of options would vest

After 36 months of grant Remaining 20% of options would vest
RESOLVED FURTHER THAT:

"The Company Secretary be and is hereby authorized to complete all legal formalities, file application to the Securities
and Exchange Commission of Pakistan for requisite permission and to execute all documents required in this regard
and to implement the above resolution.”

4. To consider and approve delisting of the Company from Lahore Stock Exchange Limited and Islamabad Stock Exchange
Limited, while retaining the listing on Karachi Stock Exchange Limited by passing the following resolution as Special
Resolution, with or without any modification, addition or deletion:

RESOLVED THAT:
"The Company be de-listed from the Lahore Stock Exchange Limited ("LSE"), and the Islamabad Stock Exchange

Limited ("ISE") under Section 9(5) of the Securities & Exchange Ordinance, 1969 while the Company shall remain
listed on the Karachi Stock Exchange Limited.”

RESOLVED FURTHER THAT:

"That the Chief Executive Officer and /or the Company Secretary, be and are hereby singly autharized to complete
all requisite legal and procedural formalities for accomplishing the de-listing of the Company from LSE and ISE
and to make application, sign and submit requisite documents as may be reasonably required by LSE and ISE so
as to effectuate the de-listing of the Company and to take all actions and do necessary acts, deeds and things for
implementation of this resolution including filing of appeals before the appropriate forum, if need be."

5. Totransact any other business with the permission of the Chair.

A statement under Section 160(1)(b) of the Companies Ordinance, 1984 pertaining to the special business is being sent to the
members along with the notice.

By Order of the Board

Boo-Ali Siddiqui
Company Secretary

Lahore
October 05, 2015
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1. Share transfer books of the Company will remain closed from October 21,2015 to October 27, 2015 (both days inclusive).

2. Shareholders are requested to notify the change of addresses, if any, to our Shares Registrar, M/s Vision Consulting Ltd,
3-C, LDA Flats, Lawrence Road, Lahore Tel: (92 42) 36283096, 36283097 and Fax: (+92 42) 36312550 maximum by the
close of business hours on Octaber 20, 2015. This will be treated in time for attending the annual general meeting.

3. Amember entitled to attend and vote at the meeting may appoint another member as his/her proxy to attend and vote
on his/her behalf. In order to be effective, proxies, complete in all respect, must be received at the registered office of the
company not less than 48 hours before the scheduled time of the meeting.

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

A) For Attending the Meeting:

a)

b)

In case of individuals, the account holder 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 their identity 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 directors' resolution/ power of attorney with specimen signature of the
nominee shall be produced (unless it has been provided earlier) at the time of the meeting.

B) For Appointing Proxies:

a)

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 two persons whose names, addresses and CNIC numbers shall be mentioned
on the form.

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/ her original CNIC or original passport at the time of the meeting.

In case of corporate entity, the board of directors' resolution/ power of attorney with specimen signature of the
person nominated to represent and vote on behalf of the carporate entity shall be submitted (unless it has been
provided earlier) along with proxy form to the Company.

Notice to Shareholders who have not provided CNIC:

The Company has made several requests through advertisements in Urdu and English newspapers having
circulation throughout the country and Independent Share Registrar of the Company has also sent letters through
Registered Post to the shareholders who have not vet provided valid copies of their Computerized National Identity
Card (CNIC), requesting them to provide their CNIC's. The directive of the Securities and Exchange Commission of
Pakistan contained in S.R.0. 831(1)/2012 dated 5 July 2012 requires that the dividend warrants should bear the
Computerized National Identity Card Numbers (CNIC) of the registered shareholders or the authorized person
except in the case of minor(s) and corporate shareholders.

CNIC number of the shareholders is, therefore, mandatory for the issuance of future dividend warrants and in the
absence of such information, payment of dividend may be withheld in term of SECP's above mentioned directive.
Therefore, the shareholders who have not yet provided their CNICs are once again advised to provide the attested
copies of their CNICs directly to our Independent Share Registrar at the address given herein above without any
further delay.
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6. Mandate for E-DIVIDENDS for shareholders:

In order to make process of payment of cash dividend more efficient, e-dividend mechanism has been envisaged
where shareholders can get amount of dividend credited into their respective bank accounts electranically 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 the wrong address, etc. The Securities and
Exchange Commission of Pakistan (SECP) through Notice No. 8(4) SM/CDC 2008 dated 5 April 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 encouraged to praovide a dividend mandate in favour of e-dividend by providing dividend
mandate form duly filled in and signed.

7. Placement of Financial Statements:

The Company has placed the Audited Annual Separate and Consolidated Financial Statements for the year ended
30 June 2015 along with Auditors and Directors Reports thereon on its website: www.netsolpk.com
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EXPLANATORY STATEMENT ACCOMPANYING NOTICE TO THE MEMBERS UNDER SECTION 160(1) (b) OF THE COMPANIES
ORDINANCE, 1984

Agenda Item No.3:

As per the current structure of employees stock option scheme, the options granted to any employee would take seven years
to become 100% vested in his name. The below table explain how the granted options become exercisable:

After 12 months of grant Initial 40% of options would vest
After 24 months of grant Additional 30% of options would vest
After 36 months of grant Additional 20% of options would vest
After 84 months of grant Balance 10% of options would vest

The main purpose of introducing the Stock Option Scheme is to retain the employees but such a long vesting period has
reduced the charm of ownership for any employee. Moreover, due to huge volatility in the stock market, there is a big
uncertainty factor as to whether the stock price after three or four years would be attractive enough to buy shares at that
time or not. The board reviewed the vesting period and proposed that it should be reduced to three years with the following
revised structure:

Immediately after grant Initial 50% of options would vest
After 12 months of grant Additional 30% of options would vest
After 24 months of grant Remaining 20% of options would vest

The Directors have no personal interest, directly or indirectly, in the proposed special business except in their capacities as
shareholders and directors of the company.

The change in the vesting period under the Employees Stock Option Scheme 2009 shall be subject to approval of the Securities
and Exchange Commission of Pakistan.

Agenda Item No.4:

The Company is listed on all the three stock exchanges of Pakistan i.e., Karachi, Lahore and Islamabad. The Board of Directors
of the Company is of the view that there is no need to keep the Company listed on Lahare Stock Exchange and Islamabad
Stock Exchange as it involves unnecessary expenditure (including annual listing fees, additional listing fees, printing cost etc.)
which is not in the interest of the Company and its shareholders. These expenditures would also continue to increase in
future. In addition to it, the Company is not getting any benefit of being listed on LSE or ISE as the trading in the Company's
share on these stock exchanges is minimal. That's why it is proposed that the company should retain only one listing on The
Karachi Stack Exchange Limited.

The Directors have no personal interest, directly or indirectly, in the proposed special business except in their capacities as
shareholders and directors of the company.
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I/We
(Name)
Of
(Place)
being a member(s) of 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 Faletties Hotel, 24-Egerton Road, Lahore on Tuesday October
27,2015 at 11:00 a.m. and at any adjournment thereof.

Signed at this Dayof 2015.
Witness 1:
. Five Rupees
Signature:
& Revenue Stamp
Name:
Address:
CNIC or
Passport No.
Witness 2
Signature: Signature of Member(s)
Name: Shareholder's Folio No.
Address: and/or Participant ID.No._____________
CNIC or

Passport No.

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.



Second Fold

Affix Revenue
Stamp

The Company Secretary
NetSol Technologies Limited

NetSal IT Village (Software Technology Park)
Lahore Ring Road, Ghazi Road Interchange
Lahore Cantt. 54792, Pakistan.

Third Fold and Tuck In

First Fold
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