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Vision Statement

To become the leading and world class provider of IT solutions and services in each market of opera
tions, by leveraging our global positioning and creating strong growth potential, resulting in increasing
shareholders' value and providing great environment for our employees.

ssion

The leading and world class
provider

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

In each market

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

By leveraging our global posi-
tioning

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

Creating strong growth po-
tential

We will invest in capacity building, research and de-
velopment and emerging technology markets.

Increasing shareholders’
value

We aim to provide above average and superior re-
turns to our shareholders.

Great environment for our
employees

Mission Statement

A caring environment that fosters growth and de-
velopment, learning, openness, opportunities and
creativity.

To be the premium solutions vendor to the global leasing and finance businesses. We will leverage

our market leading position in APAC, and our European and US presence, to continue to drive strong
revenues from our current generation of leasing and financing solutions, and successfully grow our next
generation platform. We will leverage our world class software development capabilities to develop new
IP in business segments where we can add value. We will excite, motivate, train and reward our em-
ployees to be the best in their domain. We will tirelessly explore ways to improve the breadth and depth
of our offerings, both organically and through M&A. We ultimately aim to enhance shareholder value,
incrementally and exponentially, by growing existing streams as well as building new streams through
R&D, partnerships, acquisitions and spin-offs.
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Quality

Our commitment is to continu-
ally improve the effectiveness of
our quality management system
through;

= Monitoring and enhancing
customer satisfaction

= Reviewing and enhancing
quality objectives

» Regular assessments
against international
standards

-0CUS

= Developing and maintain-
ing a skilled & motivated
resource base

= Effective implementation
of software measure-

ment 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 improve-
ment and ISO authorized train-
ings for our teams. Our vigor,
experience and experimentation
in the quality domain since our
inception puts us in an ideal po-
sition to assist other companies
in areas like Software Process
Improvement, ISO Certification
appraisals and other quality
related matters.
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Serv
Dort

Industries

we
serve

Information
Technology

Insurance

Services we offer

Application .
Technology Business
ATy Outsourcing ntefligence

Enterprise IT Consulting
Solutions & BPR



GLOBAL




SAUDI ARABIA

CHINA

THAILAND

AUSTRALIA

HONG KONG

JAPAN

MALAYSIA

INDONESIA

SINGAPORE

KOREA

us

UK

PAKISTAN
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Al-Amthal Financing & Leasing Co. Ltd

Mercedes-Benz Auto Finance China Ltd
Mercedes-Benz Leasing Co., Ltd

Toyota Motors Finance China Co., Ltd

\/olvo Automotive Finance, China

Mercedes Benz Financial Services Taiwan Ltd
Minsheng Financial Leasing Co, Ltd

GAC SOFINCO Automobile Finance, Ltd

Tianjin Great Wall Binyin Automobile Finance Co., Ltd
FCA Automotive Finance Co. Ltd

Fortune Auto Finance Co. Ltd

Shanghai Dongzheng Automotive Finance Co., Ltd
BYD Company Limited

Volvo Financial Leasing Company

YuLon Motor Finance (China) Co., Ltd

Mercedes-Benz Leasing (Thailand) Co., Ltd

Toyota Leasing (Thailand) Co. Ltd

Nissan Leasing (Thailand) Co., Ltd

Mercedes Benz Financial Services Australia Pty Ltd
Mercedes-Benz Financial Services New Zealand Ltd

CNH Industrial Capital Aus
Pepper Group Australia

Mercedes-Benz Financial Services Hong Kong Ltd
Mercedes-Benz Finance Co. Ltd

Mercedes-Benz Services Malaysia Sdn Bhd

PT OTO Multiartha

PT Summit OTO Finance

PT Mizuho Balimor Finance

Mercedes-Benz Financial Services Singapore Ltd
Daimler South East Asia Pte Ltd.

Mercedes-Benz Financial Services Korea, Ltd
TInsurer USA

1Insurer UK
WRLD3D Limited

Excise & Taxation Department, Government of Sind
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I am proud to share that NETSOL has yet again proven its
strength in 2017 as the leading asset finance solution pro-
vider. It has not only consistently won the leading software
exporter award of Pakistan but for the fifth consecutive time
it has displayed its stronghold in the APAC region by being
awarded "First-Rate and Best Selling Finance and Leasing
Solution Provider” in China. We continue to strive for excel-
lence to stay ahead of the curve in this highly competitive
industry. Innovation and thought leadership have always been
integral to our workings and I am pleased to see that our
teams are tirelessly working towards enhancing our exist-
ing solutions and leading the way in providing new digitized
enterprise solution.

The Boards' overall performance for the fiscal year 2017 was
assessed as satisfactory. Improvement is an ongoing process
and the board has identified the areas of improvement in line
with the global best practices. The board received, in a timely
manner, detailed agendas and supporting papers for the
board meetings. All directors, including the independent and
non-executive directors, participated and contributed to-
wards the decision making pracess of the board. Boards' audit
committee also met regularly and strengthened the functions
of the board. The company has also established an independ-
entinternal audit department which follows risk based audit

methodology. Audit reports were presented at each audit
committee meeting and were also made available for the
review by the board, where necessary.

In the end, on behalf of the board, | would like to acknow!-
edge the contribution of our employees in the success of the
Company. I would also like to thank our shareholders, business
partners, customers and suppliers for their continued support
and confidence in the Company.

'
[

Shahab Ghauri
Chairman

Lahore
September 22, 2017



Shareholders'
INnformation

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

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

Equity shares of NetSol Technologies Limited are listed &
traded on Pakistan Stock Exchange Limited.

Annual listing fee for the financial year 2016-17 has been paid
to Pakistan Stock Exchange.

The stock code for dealing in equity shares of the company at
Pakistan Stock Exchange Limited is "NETSOL"

Fax: +92-42-36312550
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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 dupli-
cate/replaced share certificates, change of address and other

related matters.

For assistance, shareholders may contact the following desig-

nated person of the Registrar:

Mr. Abdul Ghaffar Ghaffari
Manager Shares

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

maximum time limit set out against each for their execution.

1 Transfer of Shares

2 Transmission of Shares

3 Issuance of duplicate share certificates

4 Issuance of duplicate dividend Warrants

5 Issuance of re-validated dividend warrants
6 Change of Address

15 days after receipt
15 days after receipt
30 days after receipt
5 days after receipt
5 days after receipt

2 days after receipt

15 days after receipt
15 days after receipt
30 days after receipt
5 days after receipt
5 days after receipt

15 minutes




NETSOL
TECHNOLOGIES
12 LIMITED

Share
Price/\Volume

Monthly high, low prices and monthly turnover of NetSol shares traded on the Pakistan Stock Exchange Limited (Formerly:
Karachi Stock Exchange Limited) during the financial year 2017 are as under:

Share price on the PSX (Rs.)

Monthly Turnover

Highest Lowest
Jul-16 59.39 50.90 2,903,500
Aug-16 583 54.00 2,759,500
Sep-16 615 5132 6,583,000
Oct-16 64.3 5311 5,845,000
Nov-16 61.17 56.00 3,153,500
Dec-16 58.77 54.06 2,233,500
Jan-17 8151 54.05 16,839,500
Feb-17 83888 7385 14,691,000
Mar-17 81 ©69.40 3,828,500
Apr-17 77.35 59.11 4,702,500
May-17 75.48 64.15 7,561,500

Jun-17 69.69 58.26 2,705,000
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Statement of
\alue Addition

RUPEE IN THOUSAND

VALUE ADDITION
Revenue 3,925,697 3,215,811
Other Income 290,934 135,301

4,216,631 3,351,112
Less Operation & General Expenses 1,232,624 1,046,763
Value Added 2,984,007 100% 2,304,349 100%
VALUE DISTRIBUTION
To Employee
Salaries & other employee benefits 2,183,499 73% 1,765,399 77%
To Governement
Income tax & other taxes 41,787 1% 37,743 2%
To Provider of Capital
Bonus shares & dividend 44,622 2% - 0%
To Financial Institutions
As mark-upon borrowings 29,669 1% 22,934 1%
To Charitable Institution 27,296 1% 21,846 1%
To Provider for Maintenance & Expansion of Assets
Depreciation / Amortization 336,838 404,225
Retained Income 320,296 52,202

657,134 22% 456,427 20%
2,984,007 2,304,349

To Employee

1%
To Government o
2%
2%
To Provider of Capital OD
0%
1%
To Financial Institutions o
1%
) s 1%
To Charitable Institution 19
(]

22%
To Provider for Maintenance & Expansion of Assests -200/
{

73%
77%

0%

10% 20% 30% 40%

H 2017 W 2016

50% 60%

70% 80%

90%
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Six Years'
FIXED CAPITAL EXPENDITURE
Tangib\e 1,898,191 2,203,006 2,412,894 2,704,408 1,894,191 1,361,923
Intaﬂg\bles 1,801,409 2,195,996 2,511,297 2,868,568 2,873,958 2,501,052
3,699,600 4,399,002 4,924,191 5572976 4,768,149 3,862,975
DEFFERED EMPLOYEE - - - - 54 750

CONTRIBUTION EXPENSE
NON CURRENT ASSETS - - - - - -

LONG TERM INVESTMENT 218,873 34,055 15,188 15,188 15,188 15,188
LONG TERM ADVANCES 446 - - - -
WORKING CAPITAL 1,796,245 942,853 363,378 135,342 1,534,796 1,277,790
NET ASSETS EMPLOYED 5715164 5375910 5,302,757 5723506 6,318,133 5,156,007
EQUITY & LIABILITIES - - - - - -
SHAREHOLDER'S EQUITY 5692513 57336416 5280964 5466,733 6125402 4,954,932
NON CURRENT LIABILITIES 22,657 39,494 21,793 256,773 192,731 201,075
TOTAL FUNDS INVESTED 5715164 5375910 5,302,757 5723506 6,318,133 5,156,007
REVENUE 3925697 3215811 2,700,191 1,831,525 2632,779 2,189,855
COST OF REVENUE 2685337 2,282,076 2,167,105 1814351 1,087,478 833,842
GROSS PROFIT 1,240,360 933,735 533,086 17,174 1,545,301 1,356,013
OPERATING EXPENSES 920,064 881,533 720,111 635,692 385,693 434,589
NET (LOSS) / PROFIT FOR THE YEAR 320,296 52,202 (187,025)  (618518) 1,159,608 921,424
EARNING PER SHARE 3.58 0.59 (2.10) (7.02) 13.48 10.73
RESERVES & SHARE CAPITAL

Reserves 4,796,141 4,443,382 4,350,487 4,577,021 5339672 4175817
Share Capital 896,359 891,544 890,464 889,699 785,717 779,102
PAYOUT

Cash Dividend 14.5% 5.0% 10% -

Bonus Shares 10% -
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Working Capital

Gross Profit

Net Profit Margin

Return on Equity

Return on Assets

Earnings/(Loss ) Per
Share

Book Value Per Share

Outstanding No. of
Shares

Debtor Turnover

Current Ratio

Rupees in
thousand

%

0/0

%

D/O

Rupees

Rupees

Number

Times

Times

1,796,245

31.60%

8.16%

5.63%

4.34%

3.58

63.51

89,635,923

587

208

942,853

29%

2%

1%

1%

059

59.86

89,154,423

2.68

1.77

361,778

20%

~7%

~4%

-3%

(2.10)

59.31

89,046,423

6.02

1.33

-inancial
Ratlos

135,342

1%

-34%

-11%

-9%

(7.02)

61.44

88,869,923

5.77

1.2

1,534,796

59%

4L4%

19%

16%

13.48

77.96

78,571,703

2.73

3.05

1,277,790

62%

4L2%

19%

16%

10.73

63.60

77,910,203

267

2.66
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Assets

Rs. 7,382

million

53%

] Non- current assets

B Current assets

Revenue

Rs. 3,926

million

48%

W License
W Services

| Maintenance

L7%

Fquity & Liabilities

0%

Rs. 7,382

million

Share Capital and Reserves

Current liabilities

Expenses

1% 1%

Cost of Revenue

Selling and promotion expenses
Administrative expenses
Finance cost

Taxation
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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 busi-
ness 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.

Chief Executive Officer

Salim Ullah Ghauri began his entrepreneurial life 38 years ago but his real success came when he started NetSol in 1996, the
leading finance and leasing Software Company of Pakistan. He is the founder and CEO of NetSol Technologies (1996). Salim
Ghauriis arenowned IT Entrepreneur recognized globally today. His Interest in IT developed at Saudi Arabia and Australia in
his previous years, urged an entrepreneurial thrust for his motivation. During his foreign experiences he direly felt a need of
his skills for contribution in Pakistani IT sector. This motivation was a sense of patriotism intrinsically found in Salim Ghauri,
who envisioned a dream of Pakistan having its own leading IT platform. His patriotic energy led to the founding of NetSol
Technologies which became the first company in the country to achieve CMMI Level 5 status. At present, the Honorary Con-
sul of Australia for Punjab and in addition, he has chaired the Federal Government's ICT Task Force. Currently and previously,
Salim Ghauri has been called various times by the Prime Ministers and Presidents of Pakistan for his valuable contributions
in the IT sector of Pakistan. He has served as a Former Chairman of Pakistan Software Houses Association for IT and ITES
(P@SHA). Another major contribution includes American Business Forum (ABF). He has also served as the President of TiE
Lahore. He is also a board member for British Business Centre.

Independent Director

Vlaseem 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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Independent Director

Shahid Javed Burki has served as a Director since 2003. Prior to joining the Board, Mr. Burki had a distinguished career with
the World Bank where he held a number of senior positions. In 1996-1997, Mr. Burki took a leave of absence from the
World Bank to act as Finance Minister of Pakistan. Upon early retirement from the World Bank, Mr. Burki acted as CEO of the
Washington-based investment firm EMP Financial Advisors from 1992-2002. Presently, he is the Chairman of the Institute
of Public Policy. He also spends some time each year as Seniar Visiting Research Fellow at the Institute of South Asian Stud-
ies, National Singapore University. Mr. Burki also has a distinguished academic background. He was educated at Government
College, Lahare where he received his M.Sc. in Physics, Oxford University as a Rhodes Scholar where he received his M.A.
(Hons) in Economics, and Harvard University as a Masan Fellow where he received an M.PA.

Independant Director

Mr. Anwaar Hussain is the owner & Director Marketing of Dawn Group of Companies and Managing Director of
Dawn Foods Company. He has a Graduate Degree in Business Studies and Information System from University of
Buckingham, England. He joined the family business fifteen years ago and since then Dawn Group has flourished

into a household brand name nationwide. Mr. Hussain, has been responsible of taking Dawn from being an industrial
baker to being a gourmet baker alongside to cater to the niche. His venture of Bread & Beyond attained profitability in
record time. This integration in the industry has lead it to become one of the most promising and profitable business
of the country.

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 ‘En-
trepreneur 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. (@ U.S. Chamber of Commerce Body), and is also on the
board of M4 International, Inc,, a California-based executive consulting firm.

Executive Director

Omar Ghauri is the COO of NetSol Technologies Ltd. As COO, he is managing and leading all of company's operations and de-
livery of NetSol's Flagship product NFS . With 13 years of vast and extensive experience in the IT industry, Omar is committed
to driving an innovative, impactful and diligent team of engineers. Omar's journey with NetSol started off as a Business An-
alystin 2004 where he analyzed and refined the business and functional requirements of new projects. In 2007, he became
the Service Manager for NFS where his prime responsibility was to ensure customer satisfaction and bridge the gap between
customers and development teams. From 2008 onwards, he has progressed over the career ladder with utmost zeal and
determination until finally becoming in charge of NFS. His experience in both senior and junior roles, over his career history, is
a testament to the fact that he has a vast set of skills ranging from leadership to strategic thinking. Omar earned a Bachelor's
degree in Computer Information Systems (CIS) from James Madison University, USA.
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On behalf of the Board of Directors, I am pleased to present the
21st Annual Report of NetSol Technologies Limited (NETSOL or
the Company) along with audited Financial Statements for the
year ended June 30, 2017 and the Auditors’ Report.

Pakistan's economy experienced a growth of 5.28% in fiscal
2016-17. Industrial sector witnessed a growth of 5.02% whereas
large scale manufacturing posted a growth of 4.61% in fiscal year
2017. The Information Technology sector is exhibiting acceler-
ated progress with total IT turnover of USD 3.1Billion, including
both: exports and domestic revenue. The IT and Telecomn sector
are expanding and generating new jobs as businesses utilize
modern ICT technologies such as e-commerce, e-banking,
e-health, e-education, and business related to IT applications.
Due to increase in [T remittances during the past few years, Paki-
stan's IT exports are estimated to have crossed USD 2.8 Billion a
year at present as per estimation standard of Bearing Point with
annual domestic revenue of around USD 500 Million.

During the current fiscal year, NETSOL continued to grow with
noteworthy successful implementations and significant potential
leads. Its next generation wholesale financial system, WFS As-

Report

to the Members

cent, went live for a giant German auto manufacturer in Australia,
New Zealand as well as in Thailand. These deployments were
part of the on-going larger deal of NFS AscentTM implemen-
tations across twelve (12) countries. The said deal was signed
during the fiscal year 2016 and currently few more implementa-
tions of different modules are in process in various countries. \We
also signed a mobility contract with PT. Mizuho Balimor, a leading
Indonesian multi-finance company, during the current fiscal year.
The implementation was of NETSOL latest digital mobile origi-
nation (point of sale system) to enhance sales, optimize efficiency
and streamline the sale execution process.

NETSOL's offerings include its flagship legacy global solution,

NFS and NFS Ascent. NFS is a robust suite of four software
applications that is an end-to-end solution for the asset finance
industry covering the complete leasing and finance cycle starting
from quotation origination through end of contract transac-
tions, and including digital channel support with intuitive mobile
applications. The four applications under NFS have been designed
and developed for a highly flexible setting and are capable of
dealing with multi-company, multi-asset, multi-distributor and
multi-manufacturer environments. Each application is a com-



plete system in itself and can be used independently to address
specific sub-domains of the leasing/financing cycle. When used
together, they fully automate the entire leasing/financing cycle
for companies of any size, including those with multi-billion dollar
portfolios.

The Company introduced NFS Ascent, its next generation
platform in fiscal year 2014, offering a technalagically advanced
solution for the auto and equipment finance and leasing industry.
NFS Ascent's architecture and user interfaces were designed
based an Company's collective experience with Global Fortune
500 companies over the past years combined with UX design
concepts. The platform’s framework allows auto captive and
asset finance companies to rapidly transform legacy driven
technology into a state-of-the-art IT and business process
environment. At the care of the NFS Ascent platform, is a lease
accounting and contract pracessing engine, which allows for an
array of interest calculation methods, as well as robust account-
ing of multi-billion dollar lease portfolios in compliance with
various regulatory standards. NFS Ascent, with its distributed and
clustered deployment across parallel application and high volume
data servers, enables finance campanies to process voluminous
datain a hyper speed environment. NFS Ascent has been devel-
oped using the latest tools and technologies and its n-tier SOA
architecture allows the system to greatly improve a myriad of
areas including, but nat limited to, scalability, performance, fault
tolerance and security.

Both NFS and NFS Ascent have the following as their constituent
applications:

PQOS is a front office processing system for companies in the
financial sector. It provides a quotation system which also in-
corporates a simulation for all kinds of financial products using a
powerful built-in loan calculator.

CAP pravides companies in the financial sector with an environ-
ment to handle the incoming credit applications from dealers,
agents, brokers and the direct sales force. CAP automatically
gathers information from different interfaces like credit rating
agencies, evaluation guides, and contract management systems
and gives the applications a score against a user defined point
scoring system. This automated workflow permits the credit
team members to make their decisions more quickly and accu-
rately. CAP is a database independent online system developed
in Microsoft's Net framework. It can be run fram any computer
system with normal specifications which is a key benefit for
clients.

CMS provides comprehensive business functionality that enables
its users to effectively and smoothly manage and maintain a
contract with the most camprehensive details throughout its life
cycle. It provides interfaces with external systems such as banks
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and accounting systems. CMS effectively maintains detalils of all
business partners that do business with the company including,
but not limited to, customers, dealers, debtars, guarantors, insur-
ance companies and banks etc.

WFS automates and manages the floor plan/bailment activities
of dealerships through a finance company. Design of the system
is based on the concept of one asset/one loan to facilitate asset
tracking and costing, The system cavers credit limit, payment

of loan, billing and settlement, stock auditing, online dealer and
auditar access, and ultimately the pay-off functions.

DAAS is a web-based solution that can be used in conjunc-

tion with WFS or any third party whaolesale finance system. It
addresses the needs of dealer, distributor and auditor access in a
wholesale financing arrangement.

NETSOL launched NFS mobility couple of years ago. It enables a
sales force for the finance and leasing company across different
channels like point of sale, field investigation and auditing as
well as allowing end customers to access their contract details
through a self-service mobile application.

The powerful mAccaunt is a self-service mobile solution. It
empowers the dealer with a commanding backend system and
allows the customer to setup a secured account and view infor-
mation 24/7 to keep track of contract status, reducing inbound
calls for customer queries and improving turnaround time for
repayments.

The application mPOS is a web and mobile enabled platform
featuring a customizable home screen dashboard along with
multiple quotation, application submission, wark queues and de-
tailed reporting to empower dealer networks in making the right
decisions at the right time, in turn optimizing productivity.

Mobile Platform mDealer provides more visibility and control
over inventaries — with minimal effort. Dealers can view their use
of floor plan facility, stock status and financial conditions, while
entering settlement requests or relocating assets.

The mAuditor schedules visits, records audit exceptions and
tracks assets for higher levels of transparency, in real time.
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By using Mobile Field Investigator (mFl), the applicant has access
to powerful features that permit detailed verification on the go.
The application features a reporting dashboard that displays
progress stats, action items and latest notifications, enabling the
client to achieve daily goals while tracking performance.

One of the prominent areas in the information technology indus-
try is the outsourcing business. NETSOL had established a joint
venture with Innovation Group plc, UK in 2004, known as NetSol
Innovation (Pvt) Ltd. Main activity performed by the joint venture
is to provide services to The Innovation Group enabling them
scale solution delivery operations in key growth markets. NetSal
Innovation (Pvt) Limited provides services pertaining ta business
analyses, configuration, testing, software quality assurance, tech-
nical communication, research and development etc,, regarding
its insurance platform, client support as well as project manage-
ment for development of software for The Innovation Group.

Revenue (in 3925697 3215811 4519197 4074187
000)

Gross Profit(in 1240360 933735 1454342 1365083
000)

Net Profit (in 32029 52202 196311 129778
000)

Earnings per 358 059 220 146
share — basic

Earnings per 356 058 218 144
share — diluted

Adjusted 1237 916 1113 1026
EBITDA per

share — diluted

Net revenues for the year ended June 30, 2017 were Rs. 3,926
million compared to Rs. 3,216 millionin fiscal 2016. License
revenue increased from Rs. 430 million in fiscal 2016 to Rs.
1,236 million in the current fiscal year. Main contributor to license
revenue is the new Ascent contract in which multiple implemen-
tations are in process and the license revenue is being booked
based on the percentage of completion methad. Services reve-
nues slightly reduced from Rs. 2,041 million in the previous fiscal
year to Rs. 1,874 million in the current year. Maintenance revenue
alsoincreased from Rs. 749 million in the fiscal 2016 to Rs. 816
million in the current fiscal year. The 9% increase in maintenance

revenue is mainly attributable to the implementations which
were completed during the previous year but for which mainte-
nance income has started from the current year.

Gross profit for the year was Rs. 1,240 million, up from Rs. 934
million in the same period last year. The company posted net
profit of Rs. 320 million in the current year compared to a net
profit of Rs. 52 million in the previous vear. Basic and diluted
earnings per share was Rs. 3.58 and Rs. 3.56 in comparison with
last year's basic and diluted earnings per share of Rs. 0.59 and
Rs.0.58.

Adjusted EBITDA profit was Rs. 12.37 per share in the current
fiscal year compared to Rs. 9.16 in the last fiscal year. EBITDA is a
non-1FRS measure which is commonly used by the investors and
analysts to analyze the financial health of any company. EBITDA
is earnings befare interest, tax, depreciation and amortization.
Due to better realization of accounts receivables, the Company is
also showing improved trends in its cash flows.

Company also consolidates financial results of its subsidiary
"NetSol Innovation (Pvt) Limited" The subsidiary is involved in the
BPO business providing outsourcing support to its customers in
UK and USA. Net consolidated revenues for the year ended June
30, 2017 were Rs. 4,519 million compared to Rs. 4,074 million in
fiscal 2016. Consolidated gross profit for the year was Rs. 1,454
million, up from Rs. 1,365 million in the same period last year.
The company posted net consolidated profit of Rs. 196 million in
the current year compared to a net profit of Rs. 130 million in the
previous year. Consolidated basic and diluted earnings per share
was Rs. 2.20 and Rs. 2.18 in camparison with last year's basic
and diluted earnings per share of Rs. 1.46 & Rs. 1.44 respectively

The Board of Directors in their meeting held on September 22,
2017 has recommended 14.5% cash dividend for the fiscal year
ended June 30, 2017.

Company's main focus remains on its next generation flagship
platform, NFS Ascent. The system continues to do well in the
Asia Pacific region with notable potential and qualified leads in
Australia, China and Indonesia. A major German car manufactur-
ing company is interested in implementing NFS Ascent platform
for their operations across various countries, particularly in the
APAC region. This could potentially come to closure soon. In
addition, we have received a quite a decent response both in the
Americas and Europe for our next generation system. According-
ly, we have planned sales and marketing activities over there to
capitalize on the momentum.

We also have certain leads in the sales pipeline for the legacy
system, NetSol Financial Suite that are being actively pursued by
the Company. A number of companies in the Asia Pacific region
particularly Ching, are interested in a low cost base leasing and



financial solution and our legacy system best suits their require-
ments. In order to enhance its penetration in different leasing
markets, NETSOL will continue to sponsor and attend industry
events that could possibly result into qualified leads and increase
our reach. NETSOL has already signed up to be part of the major
leasing summit taking place in Jakarta during the year 2018,
Apart from this event, there are plans to attend a major leasing
conference in Europe in the current year to explore new business
avenues and netwaork. In addition, we will attend and sponsar few
events and conferences in China which is the biggest market so
far, for our leasing solutions.

NETSOL was awarded the “First-Rate and Best Selling Finance
and Leasing Solution Provider” Award at the 2017 Annual China
Leasing Summit (CLS) for the fifth consecutive year. This recog-
nition, for being the most outstanding software solution provider
to finance and leasing companies in Ching, further strengthened
NETSOL's position as one of the industry leaders in China.

The Company was also awarded “Top IT Exporter of 2016"
Award by Pakistan Software Export Board in a ceremony held in
December 2016.

NETSOL was the winner of "Best in Export Growth” category
award at the P@SHA ICT Awards, 2016.

Corporate social responsibility (CSR) is an organization's initiatives
to assess and take responsibility for the company’s effects on
environmental and sadial wellbeing. The term commonly applies
to efforts that go beyond what may be required by regulators

or environmental protection groups. CSR can also be referred

to as corporate citizenship and can involve incurring short-term
costs that do not provide an immediate financial benefit to the
company, but instead promote positive social and environmental
change.

NETSOL acts responsibly on behalf of the future generations for
the fulfillment of economic, environmental, and social pro-
gress. The Company warks with various foundations and trusts
towards improving healthcare infrastructure, supporting primary
education, rehabilitating abandoned waomen and children, and
preserving Pakistani art and culture.

As aresponsible corporate citizen, NETSOL undertook various
projects for community welfare during the vear, some of which
are described here under:

1.1 NetSol Education Support Program (NESP)

The NESP program is principally designed to support the edu-
cation 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 covered under
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this program are supported to educate their children and provide
them with a better future.

Currently, this initiative is helping 307 children with their educa-
tion. The students go to both English and Urdu medium institu-
tions. Itis helping students throughout Pakistan; from Karachi
to KPK, including the FATA areg, Gilgit Baltistan, Chitral, and Azad
Kashmir. The program covers 125 employees and 159 schoals,

In-addition the Company has contributed towards various dona-
tion initiatives and assistance in the following ways:

1. Financial support for First Step Foundation (Transgender)
community,

2. Zakat/Donation drive for Shaukat Khanum Memorial Cancer
Hospital & Research Centre,

3. Blood donation drive for Fatmeed/Sundus Foundation,

4. Financial assistance for a 4 years old cancer patient at
Shaukat Khanum Memorial Cancer Hospital & Research
Centre

5. The Citizens Foundation (TCF) for social development.

1.2 Earthquake and Flood Relief activities

During times of natural disasters and calamities, the Company
has been at the forefront of relief activities. We not only help the
victims financially, but also have sent teams to the disaster struck
areas. This not only helps the affected people and areas, but also
ensures that the contributions are being properly utilized and
reaching the areas where they are needed the most.

1.3 Employment of Special Needs People

The Company believes in equal opportunity while hiring resourc-
es. We facilitate and accommodate the special people who have
relevant knowledge and skills. We currently have around 10 spe-
cial needs employees working at NETSOL in diverse roles. These
include both male and female employees. Additionally, we have a
quota fixed for peaple living in the rural and less privileged areas
who do not get much opportunities compared to the people in
urban areas.

1.4 Energy Conservation

As aresponsible corporate citizen and aligned with global
imperatives, the Company continued to strengthen its energy
conservation efforts and promoted 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. We took the following measures for
energy conservation during official hours:

»  Switch off all unnecessary devices

»  Operate ACsat 26°C

= Switch off all AC's & lights during lunch break (01:00 PM —
02:00 PM)

= Switch off ACs & lights while stepping out of rooms or halls

= Make sure to shut down computer systems at the end of
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the day

= Green Office Program, involving promation of green [T use
practices, such as judicious use of equipment and virtualiza-
tion of services

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

»  Data center and server rooms, being large consumers of
energy inan IT landscape, have been standardized using
an eco-friendly room design that incorporates power and
cooling best practices

»  Video and Audio Conferencing (VC and AC) usage is promot-
ed steadily

»  Minimizing the use of paper to promote a greener environ-
ment

1.5 Environmental Protection Measure

We view the economy, environmental protection and social respon-
sibility as three key factors carrying equal weight in a liberal world
market. We support the dissemination of knowledge needed for
endurable development through the transfer of knowledge in the
fields of management and technology, wherever we operate as a
company.

As a corporate citizen and conscious of our social and environmental
responsibllities, we function in a manner that protects and preserves
the environment for our future generations, ensures the health

& safety of our stakeholders and exerts a positive influence in the
community.

Our employees, partners, custormers, and suppliers are committed
to participate in the efforts to protect the world's ecosystem for
future generations. Together, we are working to reduce environmen-
talimpacts by engaging all stakeholders and providing products and
solutions that help in this regard. These efforts help us to meet the
expectations of stakeholders and makes good business sense, often
reducing operating costs and business risks.

Our commitment to reduce environmentalimpact extends across
our value chain; we aim to recurrently develop our management
systems to deliver consistent and measurable progress. Being
conscious to this social dtizenship, we have taken a tree plantation
initiative at NETSOL IT village premises to improve the surrounding
environment.

1.6 Consumer Protection Measures

We produce good quality end-to-end software solutions with
qualified and professional staff and maintain high quality software
standards like CMMI Level 5, 1SO/IEC 20000, ISO 9001 and ISO
27007 standards. Quality Engineering Management is always very
keen inimplementing and executing rules and regulations for quality
maintenance.

2.1 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 the 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 manage-
ment and many other leadership-essential qualities over time.

2.2 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 a daily basis.

2.3 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 employ-
ees Our Fire and Safety staff conduct regular drills to ensure that
employees are well versed in methods of safety.

2.4 Umrah Draws

Every year employees are awarded Umrah through random bal-
loting. In 2017, four Company employees along with one family
member each went to perform Umrah through computerized
draw on the company's expenses.

2.5 Free Lunch and Gymnasium

The Company also maintains a cafeteria at its premises where
complementary lunch is provided to all the staff members. In
addition, we also provide a healthier (organic) alternate lunch
option to the employees. The same food is served to both, 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, football, etc. A gymnasium
with state of the art fitness equipment is also maintained for the
employees.

2.6 Health talks, trainings and similar initiatives

NETSOL conducts regular health talks to create awareness
among employees regarding different health issues that can
emerge in the working class. Employees are educated about
symptoms and causes of some of the gravest diseases of this
age that can sprout fram working long hours in offices. There
has been a continuous effort made to offer trainings, such as the
breathing sessions, to help employees relax and lead a stress
free day. Ex-PCB trainer Yasir Mehmood conducts recurrent
trainings for women focused on the importance of health and
fitness in women. These are comprehensive sessions designed
to emphasize the intake of foods and practices necessary for
working women's health. One of the sessions focused primarily
on the causes, treatment and prevention of Tuberculosis.



2.7 Pick & Drop and Day Care Facility

To encaurage female population to take part in the development
of the country, the Company also provides pick and drop facility
to its female staff members. The facility runs from their doorstep
ata very subsidized rate. Additionally, day care facility is provided
to both male and female employees at subsidized rates. A group
of skilled instructors trained in child education regularly visits the
center for the learning and development of children. NETSOL has
assumed shared responsibility for the children of its employees.

2.8 Bikes for Male Employees

A bike purchase program has been initiated for male employees.
Through this program, employees are facilitated to purchase
bikes through easy installments, with major percentage of pay-
ment contributed by the Company.

2.9 Celebrating Success together

A company-wide meeting is regularly organized to celebrate
success or special achieverments of the Company. Additionally,
different events are held to celebrate triumph, and for the recrea-
tion of the employees.

NETSOL holds frequent activities to ensure that the employ-
ees are working within the Company's Code of Conduct (Cade).
The Code is thoroughly observed throughout the organization.
Employees are also required to sign off on the Code. There is
zero tolerance towards corruption in the Company. Employees
are encouraged to contact the audit committee directly whether
anonymously or otherwise in case they come to know about
any monetary irregularities or suspicious activities taking place in
the Company. For this purpose, drop boxes have been placed at
prominent places within the Company’s office.

We take it as our responsibility to provide a safe and healthy
warkplace to our employees and other stakeholders. The pro-
vision of a safe working environment is paramount at NETSOL.
The effective management of health and safety hazards protects
employees from harm and ensures that the business complies
with regulatory and legal standards. In line with NETSOL's mis-
sion to add vitality ta life, we place safety, health and environ-
ment at the heart of our business agenda. We continuously

try to improve our management system standards not only at
the workplace but also through “off the-job safety” program to
inculcate safety consciousness round the clock amongst our
employees. NETSOL continued its focus on health and safety
parameters with no accidents reported at any site. This is a true
reflection of our determination to ensure that our people operate
in a safe environment.

We also operate disaster prevention and recovery plan and
periodically conduct various safety drills for complete evacuation,
firefighting, cardiopulmonary resuscitation and first aid methods
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and various awareness campaigns including dengue precautions.

Company puts utmost focus on its employees learning and
growth, for which it has been continuously creating awareness
and motivating them. It conducted various awareness sessions
for its employees during this year. Few of them are:

1. Pink Ribbaon, Breast Cancer Awareness Campaign

2. World Women's Day

3. World Heart Day, along with healthy breakfast for all em-
ployees.

4. Nutrition Workshop

Motivation is an everyday and an on-going practice. Company
persistently motivates its employees by various initiatives. Some
of them in this year were:

1. Main na manon haar' sessions with former Olympian cyclist
Muhammad Ashiqg

2. 'Moms back to work; an activity for working mathers to
step-back in their career.

Nspire kicked off its operations in December 2015 as the first
business incubator to be started by an industry player. Today it is
currently incubating its 3rd cohort of startups, warking on various
ideas. The passing out (Demo Day) of the 2nd cohort of startups
was held in May with external judges and investors on the judg-
ing panel. Fulfilling its commitment to community engagement,
Nspire gave the platform ta students from a partner university to
showcase their ideas and products as well. Some of the success
staries of the secand cohort include one startup raising a funding
of Rs.1 Million, one being picked up for partnership by an investor
and another startup making it to the final stages of ‘Startup
Istanbul’

On community engagement, Nspire reached several milestones
including partnerships with local co-working space Daftarkha-
wan, partnering with Microsoft innovation center for Spark
accounts and Azure training, two rounds of open workshops on
incubation with each round lasting one week. In another unique
event, Nspire engaged the entrepreneurial eco-system by holding
a cricket tournament which had participation from all incubators
within Punjab. Nspire continues on its journey of growth and a
commitment ta Pakistani entrepreneurial enablement while also
ensuring involvement of different stakeholders in the space.

NETSOL has implemented a state of the art in-house Learning
Management System which was upgraded in June 2017 to en-
sure we use the latest platform. Three training rooms, a recording
studio and the necessary training infrastructure for a high quality
training experience have been set up. Every new-hire has to go
through a specially designed program which covers business
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ethics, domain knowledge, development methodology as well as
software programming,.

ICAN facilitators delivered more than 1000 hours of training

in about 250 different sessions and covered mare than 40
distinct topics. The topics ranged from very specific areas such
as software programming in different technologies to general
areas such as business communication, presentation skills and
personal effectiveness. Mare than 500 participants attended at
least one or more of the 250 in-class sessions. Additionally, ICAN
also facilitated external trainings, certifications and examinations
of mare than 150 peaple across different departments.

ICAN has also procured access to the global knowledge pool via
an online arrangement with one of the world's leading learning
platforms. Last year, NETSOL attained the status of an ACCA
approved employer. The relationship with ACCA has enriched the
knowledge and netwark of our business analysts, accounts and
finance experts. NETSOL also encourages its employees to take
global trainings and certifications (PMP, MCP, ACP, CCEI, CCNA,
etc.) to enhance their knowledge base by providing with neces-
sary sponsorship.

We have always showed our responsibility by paying all govern-
ment taxes in time and without any delay. For the year ended
June 30, 2017 we made our humble contribution to the National
Exchequer by way of general sale tax, income tax and other
government levies.

Income Tax 53,180
Sales Tax 5,449
With Holding Tax 173,735

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 pravisions of the Code of Corporate Governance as
introduced by the Securities & Exchange Commission of
Pakistan and adopted by Pakistan Stock Exchange Limited.
Statement of compliance with the Code of Corporate Gov-
ernance is also annexed with the Annual Report.

»  Thefinancial 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 main-
tained.

»  Appropriate accounting policies have been consistently ap-
plied 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.

= Thesystem 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 Regula-
tions.

»  Keyoperating and financial data of the last six years, in sum-
marized form, is annexed herewith.

»  There are no statutory payments on account of taxes,
duties, levies and charges outstanding as on June 30, 2017
except those as disclosed in the financial statements.

= Value of the provident fund investments as on June 30,
2017 was Rs. 498.78 million (June 30, 2016: Rs. 393.26
million).

»  Nomaterial changes and commitments affecting the finan-
cial 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.

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

Chairman/
Independent Director

Vaseem Anvar

Member/Non-
Executive Director

Najeeb Ullah Ghauri

Member/
Independent Director

Anwaar Hussain

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

The Board of Directors in compliance with the Code of Corporate
Governance has established a Human Resource and Remuneration
Committee to provide recommendations to the board regarding se-
lection, evaluation and compensation of key management positions.
The committee comprises of the fallowing three (03) members:

Najeeb Ullah Ghauri Chairmarn/ Non-Executive

Director

Vaseem Anvar Member/ Independent

Director




Salim Ullah Ghauri Member/ Executive Director

There was no change in the constitution of the Board during the
fiscal year 2017. During the year ended June 30, 2017, four (04)
board meetings were held and attended as follows:

Shahab-ud-Din Ghauri 04
Salim Ullah Ghauri 04
Vaseem Anvar 04
Najeeb Ullah Ghauri 03
Shahid Javed Burki 02
Omar Ghauri 04
Anwaar Hussain 01

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

During the year ended June 30, 2017, four (04) meetings of the Audit
Committee were held and attended as given hereunder:

Vaseem Anvar 04
Anwaar Hussain 01
Najeeb Ullah Ghauri 04

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

The Company is fully compliant with regard to “Director Training
Program’ All the board members have either completed their
“Certificate of Directors Education” or are exempt as per criteria
specified in clause 5.19.7 of the Pakistan Stock Exchange Regula-
tions.

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 optians were granted under employee
stock option scheme duly approved by the Securities and Ex-
change Commission of Pakistan. Since the grant of options till the
end of fiscal year 2017, the granted options had become 100%
exercisable.

According to the requirements of Section 12 of Employees Stock
Option Rules 2007, following disclosure is made regarding op-
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tions granted, vested or exercised during the financial year ended
June 30, 2017:

1. The Company had granted 4,350,000 options to its employ-
ees.

2. Exercise price of options was determined by taking one
month's average share price of Company's share at Pakistan
Stack Exchange (the then Karachi Stock Exchange) on the
date of grant of the options discounted by 20%.

3. 100% of the options granted had vested by the end of finan-
cial year ended June 30, 2017.

4. Till June 30,2017, 3,743,500 options were exercised by the
employees and Rs. 61.47 Million was received by the Com-
pany on this account.

5. 481,500 fresh shares were issued during the fiscal year end-
ed June 30, 2017 due to exercise of options by the employ-
ees. Total shares issued against the employees' stock option
scheme till June 30, 2017 were 3,743,500.

6. 392,000 options have lapsed.

7. Following options were granted to the senior managerial
cadre employees of the Company:

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

8. Except the figures disclosed above, no employee was granted
five percent or more of options during one year or one per-
cent or mare of the issued capital of the Campany.

9. Certain amendments to Employees Stack Option Scheme
2009 were approved by Securities and Exchange Commis-
sion of Pakistan vide letter dated June 10, 2016. The same
amendments were also approved by the sharehalders of the
Company through a special resolution passed on October 27,
2015. Major amendments are narrated below:

a. Vesting period for the options to be granted by the Com-
pany from the year 2016 onwards would be three years
instead of seven years.

b.  Options to be granted by the Company in the year 2016
onwards may be exercised in the following manner:

- 50%of the options granted to an employee may be
exercised any time during the exercise period but one
year after the date of grant.

- Upto80% (inclusive of 50% above) of the options grant-
ed to an employee may be exercised any time during
the exercise periad but after completion of two years
from the date of grant

- Upto 100% (inclusive of 80% above) of the options
granted to an employee may be exercised any time
during the exercise period but after completion of three
years from the date of grant

NetSal Technologies Inc, 24025 Park Sorrento, Suite 4710,
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(Calabasas CA 91302, USA holds majority of shareholding of the
Company.

The present external auditars’ Messrs HY.K & CO,, Chartered
Accountants retire and being eligible, offer themselves for reap-
pointment.

The external auditors have confirmed that they 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 In-
ternational 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.

The Audit Committee and the Board recommend their reappoint-
ment for the year ending June 30, 2018.

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

Pattern of shareholding as at June 30, 2017 as required by Sec-
tion 227 of the Companies Act, 2017 including the information
under the Code of Corparate Governance is annexed herewith.

The Board of Directors places on record its appreciation for the
continued support by its respected shareholders, valued custom-
ers, gavernment agencies and financial institutions. The Board
would also like to express its appreciation for the services, loyalty
and efforts being continuously rendered by all the employees of
the Company and hope that they will continue with the same
efforts in future.

On behalf of the Board

= r

[
— {L

Salim Ullah Ghauri Omar Ghauri
Cheif Executive Officer Director
Lahore

September 22,2017
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Our Core Values

Every one of you can be a leader.
We value the best people, second ta none.

As we are a global Company, we respect every culture, race,
gender, religion, and embrace the challenges that come with
such diversity. We always demonstrate humility and respect
with our colleagues.

We work together, building strong partnerships and relation-
ships with our colleagues. We believe in proactively seeking
out different perspectives and breaking down silos. This is our
biggest asset to Teamwark.

As an organization, the employees’ well-being is our first
priority and our pride.

Code of Conduct

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 princi-
ples. 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:

»  Alldirectors 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

Our clients' success is our success. We take care of our clients
and partners as our top priority.

We work with our global subsidiaries and employees as one
team, one goal, and ane vision.

Our value of honesty and integrity is the foundation of our
reputation and of the way we do business. These are given
and assumed core values in our employees. In addition to the
personal integrity that each of us brings to our work, we need
to demonstrate arganizational integrity — ensuring that all of
our combined efforts align with our values and commitments.

Definitions

“Honesty” — telling the truth and acting without stealing,
fraud or breach of laws.

“Integrity” — adherence to the Code of Business Ethics.

with company's business

»  NetSol requires competition in the marketplace and com-
pliance with anti-trust and competition rules

» Allemployees and personnel must maintain the confi-
dentiality 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

»  Company assets and property to be used only for the
benefit of the Company



ANN%AL
REPORT
2017147

HYK..

CHARTEREDR COUNTANRTS

INDEFENDENT ASSURANCE REPORT T THE MEMBERS DN THE STATEMENT OF COMPLLAMCE WITH EMPLOYEES SHARE
O TION SCHEME

Stope ol ol work

W buve perfoarmed an indepecdent assurance engagement of RNetiol Techrologes Limited (the Companyd bo eapress an
opinion on the snnexed Statement of Compliance (the Statemend) with the requirements of Employess Share Option Scheme
[the Scheme] , as approsed by the shareholders of the Company . and the Public Companies [Emplonsesd Stock Option Schima)
Fugles, 3001 [the Rules) as of Jume 30, 3017, Owr engagement was carried ol as required wnder Rule 14 ol the Bules issusd by
the Secunties and mmmnf?ahﬂlnmﬁmmwlml dabed May 11, 1001,

Reipemisility of Company's Management

The resporailtslity for the preparstion of the Statement [the subject matter informaticn] and for complisncs with the
requirements. of the Scheme and the Rubes is that of the Maragement of the Company. This respordibility ncludes designing..
implementing and maintaining internal control to ensure compliance with the requirements of the Scheme, as approved by the
shareholders of the Company, ard the Rusles (Scheme and Rubes together Baing the "Criteria’),

Responiibility of Independent Aviarsnce Provider

Our respansibilty iy to expredd our conclusion an the Statement based on our indeperdent sasurance engagement, performesd
in accordance with the International Standards an Assurance Engapements 3000 ‘Assurance Engagements other than fudits or
Revieas of Historical Financial information” {(IS8E 3000]. This standard requires that we comgly with ethical requinements and
plan and perform the engagement to oblain reasorable assurance whether the annesed Statemsnt meflects the status of
Company’s complance with the Scheme and the Bules (che Criteria),

The procedures sebeched deperd on our pedgment, incheding an assesement of the risks of material ron-comgliances with the
FpgUINEMiEnEs of 't Scheme and the Bules, In making 1Bose fivk agpeiements; we hine congidered intennal controls relevant 1o
the Company's complancs with the Scheme amd the Rules in order 1o design procedures that sne sppeoprate n the
dirtemitenéed, bor gabering iufhclent apgropriste eddence 1o debesrmirs 1hat the Company wai not materially non-compliant
wilth the Siheame and the Rules, Our engigemen] wal nol for the purpose of expressing an opirdon on the effectiveness of the
Company™s imlernal comtrol. Our procedunes spoled Bo the selected data prmarily comprised:

- Werifying that only permanent employess have participated in the Scheme in complance with the Bules.

= Verifying that warlaion, if ansy, in the tenms of Scheme hus been approved by passing a special resolution in the
peneral meeting.
Werifying that the share oplions granted, vested, lapsed, surendered of exercised under the Schemss hive Been
recorded in the books of accounts in accordance with the nequinements of the Rules,

= Ensaring that adeguate disclosures have Been made in respect of 1he Scheme in the Ansusl Beport & reguined under
thié Rulés.

Cemluiion

In gaar ppinion, the arnexed Statement, inall material respects, presents faidy the status of the Company’s compliance with the
Scherme ard the Rules a3 of hene 30, 2007,

jfjéggigéi"'dj

Chartered Accountants
Lahore: September 22, 2017

Engagement Parties: Younus Kamran

Offece 8 3, 15 Floor, Takd Conber A2 Uppeer Nl Laphorg B Faran Socety Ahmad
B Mariuar , |alamaing L BETE VL T

Phigey; (47 3578 G330 Blarrsder Road T4800 Karach
Phonecisi 465 17856 e B
Faoc Bl 51 486 1247 Fooc 50! 42 35 Fadias Prone: 67 2 3403 A580

whared. vyl com. pk | iInfo@@hyk. com.pk
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REVIEW REPORT TO THE MEMBERS ON STATEMENT OF COMPLIANCE WITH
BEST PRACTICES OF CODE OF CORPORATE GOVERNAMNCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance [the Code) prepared by the Board of Directors the Board) of NetSol Technologies
Limnited [the Company) for the year ended June 30, 2017 to comply with the reguirements of Rule 519 of the
Rule book of the Pakistan Stock Exchange where the Company is listed,

The responsibility for compliance with the Code is that of the Board of Directoss of the Company, Qur
responsibility is to review, to the estent where such compliance cam be objectively verified, whether the
Statement of Compliance reflects the status of the Company’s compliance with the provisions of the Code
and report If it does not and to highlight amy non-compliance with the requirements of the Code. & review is
limited primarily to inquiries of the Company®s personnel and review of various documents prepared by the
Company to comphy with the Code,

Az a part of our awdit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient 1o plan the audit and develop an effective audit approach.
We are not required to consider whether the Board's statement on internal control covers all risks and
controls o to form an opinion on the effectiveness of such internal controls, the Company's corporate
governande procedures and risks,

The Code requires the Company to place before the Audit Commites, and upon recommendation of the
Audit Committes, place before the Board for their review and approval, its related party tramsactions
distingutshing between transactions carried out on terms equivalent to those that prewail in arm’s length
transactions and transactions which are not executed at arm’s length price and recording proper justification
for using such alternate pricing mechanism, We are only required and have ensured compliance of this
requirement o the extent of the approval of the related party transactions by the Board wpon
recommandation of the Audit Committee, We have not carried out any procedures to determing whether
the related party transactiong wene undertaken at arm's length price or not.

Based on our review, nothing has come to ouwr attention which causes uws to believe that the Statement of
Compliance does not appropriately reflect the Company's compliance, in all material respects, with the best
practices contained in the Code 82 applicable to the Company for the year ended June 30, 3017,

Wbk o

Chartered Accountants
Lahore: September 22, 2017

Engagement Partner: Yownus Kamran

L % E . wrdiar " E A

ki Y Uppeer Mall Lahors B Faran Socety Aty
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Facc i 51 488 1247 B B0 43 35 TG A2
whew k. com. pk | nfod@hyk. comupl
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Statement of Compliance with the
Code of Corporate Governance

For the Year Ended June 30, 2017

The statement is being presented to comply with the Code of Corparate Governance contained in Regulation No. 5.19.24 of list-
ing regulations of Pakistan Stock Exchange Limited for the purpose of establishing a framewark 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 CCG

in the following manner:

1.

Independent Directors

The company encourages representation of independ-
ent non-executive directors and directors representing
minority interests on its board of directors. At present the
board includes:

Mr. Vaseem Anvar
Mr. Shahid Javed Burki
Mr. Anwaar Hussain

Executive Directors

Mr. Salim Ullah Ghauri
Mr. Omar Shahab Ghauri

Non-Executive Directors

Mr. Najeeb Ullah Ghauri
Mr. Shahab-ud-Din Ghauri

The independent directors meet the criteria of inde-
pendence 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 com-
panies, including this company.

All the resident directors of the company are regis-
tered as taxpayers and none of them has defaulted in
payment of any loan ta a banking company, a DFl or an
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 2016-2017.

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 ar amended has been maintained.

10.

11.

12.

13.

14,

15.

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.

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

The Company is fully compliant with regard to "Director
Training Program” All the board members have either
completed their “Certificate of Directors Education” or
are exempt as per criteria specified in clause 5.19.7 of
the Pakistan Stock Exchange Regulations.

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 vear.

The directors' report for the year has been prepared in
compliance with the requirements of the CCG and fully
describes the salient matters required to be disclosed.

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

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

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

The board has formed an Audit Committee. It com-
prises of three members, of whom two are independ-
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16.

17.

18.

19.

20.

21.

22.

23.

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

The meetings of the audit committee were held at
least once every quarter prior to approval of interim
and final results of the company and as required by the
CCG. The terms of reference of the committee have
been formed and advised to the committee for compli-
ance.

The board has formed an HR and Remuneration Com-
mittee. It comprises of three members, including the
chief executive. One member is non-executive Director
and other member is independent director. Chairman
of the committee is a non-executive director.

The board has set up an effective internal audit func-
tion. Members of the internal audit department are
suitably qualified and experienced for the purpose and
are conversant with the palicies and procedures of the
company.

The statutory auditors of the company have confirmed
that they have been given a satisfactory rating under
the quality control review program of the Institute of
Chartered Accountants of Pakistan (ICAP), that they

or any of the partners of the firm, their spouses and
minor children do not hold shares of the company and
that the firm and all its partners are in compliance with
International Federation of Accountants (IFAC) guide-
lines on code of ethics as adopted by the ICAP.

The statutory auditors or the persons associated with
them have not been appointed to provide other servic-
es except in accordance with the listing regulations and
the auditors have confirmed that they have observed
IFAC guidelines in this regard.

The ‘closed period, prior to the announcement of in-
terim/final results, and business decisions, which may
materially affect the market price of company's secu-
rities, was determined and intimated to the directors,
employees and stock exchange.

Material/ price sensitive information has been dissem-
inated among all market participants at once through
stock exchange.

The company has complied with the requirements

relating to maintenance of register of persons hav-
ing access to inside information by designated senior
management officer in a timely manner and main-
tained proper record including basis for inclusion or
exclusion of names of persans from the said list.

24, 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
Cheif Executive Officer

Lahore
September 22, 2017
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Pattern of

Shareholding

As at June 30, 2017
503 1 100 13,116
461 101 500 150,893
327 501 1000 272,449
677 1001 5000 1,606,381
yvn 5001 10000 1,125,550
32 100071 15000 409,923
24 150071 20000 L45,024
22 20001 25000 526,240
10 25001 30000 288,133
7 30001 35000 237,950
5 35001 40000 188,500
3 40001 45000 130,000
12 45001 50000 589,942
3 50001 55000 163,354
4 55001 60000 231,601
5 65001 70000 335,220
5 70001 75000 367,399
n 75001 80000 314,400
4 80001 85000 329,800
1 85001 90000 88,000
1 90001 95000 92,000
8 95001 100000 794,000
2 105001 110000 220,000
3 120001 125000 368,956
1 130001 135000 135,000
1 135001 140000 137,500
2 145001 150000 300,000
1 160001 165000 165,000
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3 175001 180000 533,000
] 180001 185000 184,500
1 185001 190000 150,000
] 195001 200000 200,000
] 215007 220000 220,000
il 240001 245000 241,000
i 330001 335000 332,500
1 395001 400000 400,000
] 405001 470000 409,000
] 435001 440000 435,500
2 495001 500000 1,000,000
1 590001 595000 593,500
] 605001 610000 608,040
] 635001 640000 636,909
il 655001 660000 660,000
] 710007 715000 713,500
i 970001 975000 974,195
1 1225001 1230000 1,228,210
] 1380001 1385000 1,384,200
i 1625001 1630000 1,626,500
i 1835001 1840000 1,839,000
] 2955001 2960000 2,957,250
il 3535001 3540000 3,538,500
] 16445001 16450000 16,450,000
1 42250001 42255000 42,254,248

2,300 89,635,923
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47
Information required as per
Code of Corporate Governance
As at June 30, 2017
1 Directors, CEO & their Spouse and minor childern:
Mr. Salim Ullah Ghauri 1 974,195 1.09
Mr. Shahab-ud-Din Ghauri 1 509 0.00
Mr. Najeeb Ullah Ghauri 1 184,609 0.21
Mr. Shahid Javed Burki 1 56,764 0.06
Mr. Vaseem Anvar 1 550 0.00
Mr. Omar Shahab Ghauri 1 99,559 0.11
Mr. Anwaar Hussain 1 526 0.00
Mrs. Tahira Salim Ghauri 1 110,000 0.12 1,426,712
2 Associated Companies, undertakings and related parties
NetSol Technologies Inc. 1 59,341,157 66.20 59,341,157
3 Executives 1 10,000 0.01 10,000
4 Banks, DFI & NBFC, Insurance Co.,Takaful, Modaraba and Pension Funds
Banks and Financial Institutions 4 1,503,372 1.68
Insurance Companies 1 5,000 0.01
Modarabas 1 5,000 0.01
Investment Companies 1 10,000 0.01
Pension Funds 2 29,500 003 1,552,872
Public Sector Cos. & Corporation 36 7,807,850 8.71 7,807,850
Mutual Funds
POLUNIN FUNDS [1500-0] 1 608,040 0.68
CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND 1 1,839,000 2.05
CDC - TRUSTEE PAKISTAN CAPITAL MARKET FUND 1 50,000 0.06
CDC - TRUSTEE ALHAMRA ISLAMIC STOCK FUND 1 435,500 049
CDC - TRUSTEE ALHAMRA ISLAMIC ASSET ALLOCATION FUND 1 177,500 0.20
CDC - TRUSTEE MCB PAKISTAN ASSET ALLOCATION FUND 1 400,000 045
CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND 1 15,000 002
CDC - TRUSTEE NAFA ISLAMIC STOCK FUND 1 593,500 0.66
CDC - TRUSTEE NAFA ISLAMIC ACTIVE ALLOCATION EQUITY FUND 1 713,500 0.80 4,832,040
7 General Public
a. Local 2,235 14,664,143 1636 14,664,143
b. Foreign 1 1,109 0.00 1,109
Total 2,300 100 89,635,923
Shareholders holding five percent or more voting interest in the Company
NetSol Technologies Inc. 59,341,157 66.20

Trading in shares during the year 2017

No trade in the shares of the Company was carried out by the CEO, Directors,CFO, Company Secretary their spouses and minor children during the

year except the following;

Directors & Spouses

Mr. Salim Ullah Ghaurii, CEO/Executive Director purchased 25,000 shares through exercise of options.
Mr. Najeeb Ullah Ghauri, Non-Executive Director sold 300,500 shares.

Mrs. Tahira Salim Ghaurii, W/O Mr. Salim Ullah Ghauri purchased 110,000 shares .
Executives

Mr. Boo-Ali, CFO/Company Secretary sold 90,000 and purchased 10,000 shares through exercise of options.
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CHARTERED COUNTAHTS
AUDITORS' REPORT TO THE MEMEBERS

We have audived the annexed balance sheet of NetSol Technologies Limited [Ihl‘ﬂﬂmpl'l'.l'l 8% at Jume 30, 2017 and
the related profit and loss account, statement of comprehensive income, cash flow statement and staternent of
changes in equity together with the notes forming part thereol, for the year then ended and we siate that we have
obizined all the information and esplanations which, to the best of o knowledge snd beliel, were necessary Tor the
purpases of our audit.

It is the responsibility of the Company’s management to establish and maintain & system of internal contral, and
prepare and present the above sald statements in conformity with the appreved aecounting standards and the
requirements of the Companbes Ordinance, 1984, Our responsibility is to expreds an opinion on these stalements
baged on our auwdit.

Wi conducted aur sudit in accordance with the auditing standards as applicable in Pakistan. These standardi require
that we plan and perfarem the audit to obiain reasonable assurance about whether the abowe said statéments ane fnee
of any material migstatement. An audit cludes examining, on a test basks, evidence supporting the amouwnts and
disclofures in the abowe said statements. An audit also indudes assessing the accounting palicies and significant
estimates made by management, a5 well a5, evalieating the overall presentation of the above sald statements. We
beliewe that owr audit provides a reasonable basis for our opinlon and, after due verification, we report that:

{al in cur opinien, proper books of atcounts have been kept by the Company as required by the Companies
Ordinance, 1984;

3] in our opinipn:
(il the balance sheet and profit and loss account together with the notes thereon, have been drawn up

in conformity with the Companées Ordinance, 1984, and are in agreement with the books of
accounts and are further in accordance with accounting policies consistently applied;

iii] the expenditure inpunred during the year was for the purpose of the Company”s business; and

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

(£} im our opinion and to the best of aur information and according to the explanations ghven to us, the balance
sheet, profit and koss accownt, statement of comprehensive incemie, cash flow statement and statement of
chamnges in equity together with the notes forming part thereal conform with approved accounting standards
as applicablé in Pakistan, and give the information required by the Companbes Ordinance, 1984, In the
manner so required and respectively give a true and Fair view al thie state of the Comparny's affalrs as at June
30, 2017 and of the profit, total comprehensheg income, s cash Aows and changes n eguity for the year then
ended; and

id) in our opinion, Zakat deductible a1 source under the Zakat and Ushr Ovdinance, 1980 VI of 1980, was
deducted by the Company and deposited in the Central Zakst Fund established wnder Section 7 of that
Ordinands.

Wk o

Chartered Accountants
Lahore: September 22, 2017

Engagement Partner: Younus Kamran
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As at June 30,2017

NOTE 2017 2016
Rupees in ‘000’
ASSETS
NON-CURRENT ASSETS
Property, plant & equipment 5 1,898,191 2,203,006
Intangible assets 1,801,409 2,195,996
3,699,600 4,399,002
Long term investments 218873 32,455
Long term loans to employees 8 446 -
3918919 4,431,457
CURRENT ASSETS
Trade debts 9 669,272 | 1,198,056
Excess of revenue over billing 10 1,788,568 618,020
Loans and advances 11 31,410 24,732
Trade deposits & short term prepayments 12 13,519 25,272
Other receivables 13 19,392 148,427
Due from related parties 14 16,055 20,068
Taxation - net 15 49,523 31,688
Cash & bank balances 16 874,942 108,473
3,462,681 2,174,736
TOTAL ASSETS 7,381,600 6,606,193
The annexed notes from 1 to 46 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR




ANNUAL

nls3
NOTE 2017 2016
Rupees in ‘000’
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 17 1,500,000 1,500,000
Issued, subscribed and paid-up capital 17 896,359 891,544
Share deposit money 13 1,490
Reserves 18 4,796,141 4,443,382
5692513 5336416
NON-CURRENT LIABILITIES
Liabilities against assets subject to finance lease 19 19,397 37,064
Deferred income 20 - -
Long term advances 21 3,254 2,430
22,651 39,494
CURRENT LIABILITIES
Trade and other payables 22 384,855 402,833
Unearned revenue 23 142,471 271,579
Short term borrowings 24 1,113,713 514,561
Current portion of long term liabilities 25 25,397 41,310
1,666,436 1,230,283
CONTINGENCIES & COMMITMENTS 26 - -
TOTAL EQUITY AND LIABILITIES 7,381,600 6,606,193
The annexed notes from 1 to 46 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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For the year ended June 30, 2017

NOTE 2017 2016
Rupees in ‘000’
Revenue - net 27 3925697 3215811
Cost of revenue 28 (2,685,337) (2,282,076)
Gross profit 1,240,360 933,735
Selling and promotion expenses 29 (442,704) | (260,075)
Administrative expenses 30 (694,833) (664,566)
Other operating expenses 31 (2,005) (31,516)
Other income 32 290,934 135,301
Operating Profit 391,752 112,879
Finance cost 33 (29,669) (22,934)
Profit before taxation 362,083 89,945
Taxation
Current year 34 (40,781) (37,743)
Prior year (1,006) -
(41,787) (37,743)
Profit after taxation for the year 320,296 52,202
Earnings per share
Basic - In Rupees 35 3.58 0.59
Diluted - In Rupees 36 3.56 0.58
The annexed notes from 1 to 46 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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For the year ended June 30, 2017
2017 2016
Rupees in ‘000’
Profit after taxation for the year 320,296 52,202
Other comprehensive income - -
Total comprehensive Income for the year 320,296 52,202

The annexed notes from 1 to 46 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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2017 2016
NOTE . ,
Rupees in ‘000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation for the year 362,083 89,945
Adjustments for non cash charges and other items:
Depreciation - own assets 309,517 379,105
Amortization of leased assets 27,321 25120
Amortization of intangible assets 394,587 315,301
(Gain) / Loss on disposal of fixed assets 2,005 (336)
Bad debt 36,194 2,335
Amortization of deferred revenue (10)
Exchange loss / (gain) on debtors (48,706) 31,516
Interest expense 27,966 21,772
Interest income (10,428) (9,497)
Dividend Income (214,939) (105,468)
Deferred employee compensation expense 73994 -
Donation 169 80
597,680 659,918

Cash generated from operations before working capital changes 959,763 749,863
Working Capital Changes
Trade debts (758,356) (997,345)
Loans and advances (7.124) (15424)
Trade deposits & short term prepayments 11,753 410
Other receivables 23,569 (20,024)
Due from related parties 4,013 87,440
Trade and other payables (28,661) (12,741)
Cash (used in) operations (754,806) (957,684)
Interest paid (20,368) (21,863)
Income taxes paid (59,057) (33,262)
Dividend paid (39,437) (275)
Net cash (used in) / generated from operations 86,095 (263221)
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipment purchased (61,061) (125,829)
Sales proceeds of fixed asset 31,021 65,581
Capital work in progress (6,961) (49,256)
Long term investment (186,418) (17,267)
Interest received 10,428 9,497
Net cash (used in) investing activities (212,991) (117,274)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 4815 1,080
Share deposit money (1,477) 1,477
Share premium 3,223 693
Paid against obligation under finance lease (60,529) (65,558)
Received against obligation under finance lease 25,710 -
Short term borrowing 599,152 101,917
Dividend received 320,407 -
Long term advances 2,064 1,764
Net cash generated from financing activities 893,365 41,373
Net Increase/ (decrease) in cash and cash equivalents 766,469 (339,122)
Cash and cash equivalents at the beginning of the year 108473 447,595
Cash and cash equivalents at the end of the year 16 874,942 108,473

The annexed notes from 1 to 46 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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Issued, Share Employee Capital Revenue Total
subscribed deposit share Reserve  Reserve
and paid- money option

up capital compen-  Share Unapprop-
sation premium riateld
reserve profit

Rupees In 000

Balance as at June 30, 2015 890,464 13 1,767 297924 4,090,796 5,280,964

Total comprehensive income for the Period

Net profit for the year ended June 30, 2016 - - - - 52,202 52,202

Other comprehensive income - - - - - -

Shares issued against options exercised

(108,000 shares at Rs. 10 each) 1080 (1,773) (160) 853 - -
Amount received against option exercised - 3250 - - - 3,250
1080 1,477 (160) 853 52,202 55,452
Balance as at June 30, 2016 891,544 1,490 1,607 298,777 442998 5,336,416
Balance as at June 30, 2016 891,544 1,490 1,607 298,777 4142998 5,336,416
Net profit for the year ended June 30, 2017 - - - - 320,296 320,296
Other comprehensive income - - - - - -
Shares issued against options exercised
(481,500 shares at Rs. 10 each) 4815  (7,906) (711) 3,802 - -
Options lapsed due to employee resignation - - (579) - - (579)
Amount received against option exercised - 6428 - - - 6,428
Dividend paid - - - - (644,622)  (44,622)
Contribution of parent on account of employee share options - - 74,573 - - 74,573
4815 (1,478) 73,283 3,802 275674 356,096
Balance as at June 30, 2017 896,359 1= 74,890 302,579 4,418672 5,692,512

The annexed notes from 1 to 46 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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1. LEGAL STATUS AND NATURE OF BUSINESS

NetSol Technologies Limited ('the Company”) was incorporated in Pakistan on August 22, 1996 under the Companies
Ordinance, 1984 as a private company, limited by shares and was later on converted into public limited company on No-
vember 05, 2004. The Company was listed on Karachi Stock Exchange on August 26, 2005 and subsequently also got listed
on Lahore and Islamabad Stock Exchanges. Due to de-mutualization of stock exchanges, all these stock exchanges have
merged in 2015 to form Pakistan Stock Exchange. As a result of this merger, the company is now listed at Pakistan Stock
Exchange. The business of the Company is development and sale of computer software and provision of related services
in Pakistan as well as abroad. The registered office of the Company is situated at NetSol IT Village,(Software Technology
Park) Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan.

The company is majority owned a 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

During the year, the Companies Act 2017 (the Act) has been promulgated, however, Securities and Exchange Commission
of Pakistan vide its circular no. 17 of 2017 dated July 20, 2017 communicated that the Commission has decided that the
companies whose financial year closes on or before June 30, 2017 shall prepare their financial statements in accordance
with the provisions of the repealed Companies Ordinance, 1984. Accordingly, these financial statements have been pre-
pared 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 Paki-
stan (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 information
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, 2016.

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 10 Consolidated Financial Statements (Amendments)

IFRS 12 Disclosure of Interests in Other Entities (Amendments)

IAS27  Separate Financial Statements — Investment Entities (Amendments)

IFRS5  Non-current Assets Held for Sale and Discontinued Operations - Changes in methods of Disposal (Amendments)
IFRS7  Financial Instruments: Disclosures - Servicing contracts

IFRS7  Financial Instruments: Disclosures - Applicability of the offsetting disclosures to condensed

IAS19  Employee Benefits - Discount rate: regional market issue

IAS 34 Interim Financial Reporting



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

IFRS 2

IFRS 10

IAS 28

IAS 7

IAS 12

IFRS 4

IAS 40
IFRIC 22
IFRIC 23

Share-based Payments — Classification and Measurement of Share-based
Payments Transactions (Amendments)

Consolidated Financial Statements

Investment in Associates and Joint Ventures - Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture (Amendments)

Statement of Cash flows

Income Taxes — Recognition of Deferred Tax Assets for Unrealized losses
(Amendments)

Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 Insur-
ance Contracts (Amendments)

Investment Property: Transfers of Investment Property (Amendments)
Foreign Currency Transactions and Advance Consideration

Uncertainty over Income Tax Treatments
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Effective for periods be-
ginning on or after

Jan-01 2018
Not vet finalized
Not yet finalized

Jan-01 2017

Jan-01 2017

Jan-01 2018

Jan-012018
Jan-012018
Jan-01 2019

The Company expects that the adoption of the above revisions, amendments and interpretations of the Stan-
dards 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, requires
the management to make judgments, estimates and assumptions that affect the application of policies and the reported
amounts of assets and liabilities, income and expenses.

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

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

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

i. Provision for doubtful debts

ii. Provision for taxation

iii.Useful life of depreciable assets

iv.Useful life of intangible assets

v. Contingencies



NETSOL
TECHNOLOGIES
60 LIMITED

For the year ended June 30, 2017

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1

4.2

Property Plant and equipment
(i) Owned assets

Property plant and equipment except for free hold land are stated at cost less accumulated depreciation and any im-
pairment 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 stated in note 5.1.

Depreciation on additions to property plant 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 im-
provements are capitalized.

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

Gain or loss on scrapping or disposal of assets, if any, is charged to profit and loss account.

(i) Assets subject to finance lease

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

Assets acquired under finance lease are amortized over the useful life of the assets using reducing balance method at the rates
given in note 5.5.

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

(iii) Capital work in progress

Capital work in progress is stated at cost less any identified impairment losses. It represents expenditure incurred on property
plant and equipment during construction and installation. Cost also includes applicable borrowing costs under 1AS23. These
expenditures are transferred to relevant assets’ category as and when assets are available for use.

Intangible assets
Research and software products development

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

There are two components of intangible assets:

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



4.3

4.4

4.5
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(a) In-house developed intangible assets

The Company capitalizes certain computer software development costs in accordance with IAS 38 Intangible Assets. Costs
incurred internally to create a computer software product or to develop an enhancement to an existing product are charged
to expense when incurred as research and development expense until technological feasibility for the respective product is
established. Thereafter, all software development costs are capitalized and reported at the lower of unamortized cost or net
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 indefi-
nite 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 intan-
gible 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 amortisation is charged for the month in which the asset is disposed off. Rates of amortization are stated
in note 6.

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 fi-
nancial 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 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 de-
preciation charge is adjusted in the future periods to allocate the assets' revised carrying amount over its estimated useful life.

Foreign currency translation

Transactions denominated in foreign currencies are translated in Pak Rupees at the foreign exchange rate prevailing at
the date of transaction. Monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the 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 all its permanent employees. Contributions are made

equally by the company and the employee at 8% of the basic salary in the provident fund on monthly basis. Company's
contribution is recognised as a cost in the profit and loss account. The fund is administrated by the Trustees.
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4.6

4.7

4.8

4.9

(ii) Short-term benefits

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

(iii) Employee’s share option scheme

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

When an unvested option lapses by virtue of an employee not conforming to the vesting conditions after recognition of
an employee compensation expense in profit or loss, employee compensation expense in profit or loss will be reversed
equal to the amortized portion with a corresponding effect to deferred employee compensation reserve in the balance
sheet. When a vested 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 recognised in profit and loss account ex-
cept to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity. Charge for
tax expense also includes adjustments where necessary, relating to prior years which arise from assessments finalised
during the current year.

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 ap-
plicable 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.
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4,10 Revenue recognition

411

4,12

413

(i) License sale

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

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

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

Off-setting of financial asset and liability

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

Financial instruments
(i) Financial assets

All financial assets have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Recogni-
tion and Measurement). Financial assets and liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument. Financial assets are initially recognized at cost, which is the fair value of
the consideration given at initial recognition. Subsequent to initial recognition, financial assets are carried at fair value
except 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 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 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.
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(a) Held to maturity investments

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

(c) Available for sale investments

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

Available for sale investments are initially recognised at cost and carried at fair value at the balance sheet date. Fair
value of a quoted investment is determined in relation to its market value (current bid prices) at the balance sheet
date. If the market for a financial asset is not active (and for unlisted securities), the 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 (i) 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 recognised directly in the profit and loss account.

(ii) Financial liabilities

All financial liabilities have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Recog-
nition and Measurement). Financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument. All financial liabilities are initially recognized at cost, which is the fair value of the con-
sideration 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 obliga-
tion is extinguished, discharged, cancelled or expired. Any gain or loss on subsequent re-measurement or derecogniz-
ing is included in the profit and loss account for the period in which it arises.

Investments

Investment in subsidiary and other investments are stated at cost less any impairment losses.
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4,15 Dividend and appropriation to reserves

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

4,16 Leasing
(i) Operating Leases

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

4.17 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 circumstances
where, subject to approval of the Board of Directors, it is in the interest of the Company to do so.

418 Fairvalue

The fair value of financial instruments that are actively traded in organised financial markets is determined but
reference to quoted market bid prices at the close of business on the balance sheet date. Where there is no
active market, fair value is determined using valuation techniques. Such 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.

4,19 Earnings Per Share

The Company presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing the profit
after tax attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period. Diluted EPS is calculated by dividing the profit attributable to ordinary
equity holders of the parent (after adjustment) by the weighted average number of ordinary shares outstanding
during the year plus the weighted average number of ordinary shares that would be issued on conversion of all
the dilutive potential ordinary shares into ordinary shares.

2017 2016
Rupees in ‘000

PROPERTY PLANT & EQUIPMENT

Net book value of owned assets 5.1 1,804,473 2,055,258
Net book value of leased assets 5.5 86,757 147,748
Capital work in progress 5.7 6,961 -

1,898,191 2,203,006
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5.1 Following is the statement of owned assets

2017
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 | jyn30, | atlun3o,
2016 | (Deletions) | 2017 ° 2016 the year Period 2017 2017
RupeesIn ‘000’
Tangible Assets
Land - freehold 254,229 - 254,229 - - - - - 254,229
Building on 952,561 - 952,561 5 157,811 - 39,737 197,548 755,013
freehold land
Furniture & 65,366 3,707 67,664 10 15,276 5,241 19,652 48,012
fixture (1,409) (865)
Vehicles 79,776 50,336 84,510 20 45,184 12,690 7,520 54,108 30,402
(45,602) (11,286)
Office equipment 50,581 4,717 55,153 10 15,289 - 3,739 18942 36,211
(145) (86)
Computers 1411153 53,661 1452419 20 ~33 877,461 21,109 148220 1,035475 416,944
(12,395) (11,315)
Air conditioners 36,541 21,501 58,042 10 7,669 5,393 3,642 16,704 41,338
Electric fittings 49,371 - 49,371 10 5,989 - 4,338 10,327 39,044
Generator 40,579 - 40,579 10 13,832 - 2,675 16,507 24,072
Leasehold 19,381 - 19381 - 3393 - 15988 19381 -
improvements
Intagible Assets
Computer software 885,199 - 885,199 33 647,575 - 78416 725991 159,208
3844,737 133922 3,915,108 1,789479 39,191 309,517 2,114,635 1804473
(59,551) (23,552)

The detail for the assets disposed off during the year is given in note 5.4
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2016
COST DEPRECIATION
. . Net book
' As at Additions As at Rate As at AdJustment Charge Asat | \alue asat
Particulars Jul 01, / Jun 30, o Jul 01, during for the | Jun 30, Jun 30
2015 (Deletions) 2016 ° 2015 the year year 2016 2016
RupeesIn ‘000’
Tangible Assets
Land - freehold 254,229 - 254,229 - - - - - 254,229
Building on 906663 45898 952561 5 117,669 - 40142 157811 794,750
freehold land
Furniture & fixture 55,278 10,148 65,366 10 10,187 - 5,108 15,276 50,090
(60) (19)
Vehicles 69,278 85,844 79,776 20 37,596 10,578 7,420 45184 34,592
(75,346) (10,410)
Office equipment 41,751 8,838 50,581 10 11,796 - 3,497 15,289 35,292
(8) (4)
Computers 1,366,793 45,705 1411153 20~33 683,076 3578 191,888 877461 533,692
(1,345) (1,081)
Air conditioners 33372 3,332 36,541 10 4,676 - 3,075 7,669 28872
(163) (82)
Electric fittings 49,371 - 49,371 10 1,169 - 4,820 5,989 43,382
Generator 33,207 7372 40,579 10 11,089 - 2,743 13832 26,747
Leasehold - 19381 19381 3393 3393 15988
improvements
Intangible Assets
Computer software 885,143 56 885,199 33 530,556 - 117019 647575 237,624
3695085 226574 3844737 1,407,814 14156 379,105 1789479 2,055,258
(76,922) (11,596)
2017 2016

Rupees in ‘000

5.2 Depreciation is allocated in the following manner
Cost of revenue 28 235,402 284,329
Administrative expenses 30 74,115 94,776

309,517 379,105
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5.3 Leasehold Improvements have been fully depreciated in current year by charging acceleratred depreciation of Rs. 12.790 Million.
5.4 The detail of operating assets disposed off during the year are as follows
Accumulated | Net Book Sales
Cost -
Particulars Depreciation | Value | Proceeds | pjode of Disposal Particulars of Purchaser
RupeesIn‘000’
Vehicle 925 633 292 100 Company Policy Ghazal Mirza (Employee)
Vehicle 35,038 6,813 28,225 30,000 Negotiation Riffat Zamani
Other items having
Fetb°°kvm”e°f 23588 16105 7483 3895  Negotiation Various
ess than
Rs. 50,000 each
2017 59155(] 23,551 36,000 33,995
2016 76,922 11,596 65,326 65,580
5.5 Following is statement of leased assets
2017
CosT DEPRECIATION o Net book
As at | Additions As at Rate As at | Adjustment | Charge Jun value as at
Particulars Jul 01, / Jun 30, % Julo1, | during the for the 30 Jun 30,
2016 | (Deletions) | 2017 ° 2016 year Period 201'7 2017
RupeesIn ‘000’
Vehicles 127,566 25,710 106,003 20 24,688 22156 34,154 71,849
(47,273) (12,690)
Computers 41,066 - 8908 20-33 24,383 2,955 6,229 2,679
(32,158) (21,109)
Air conditioners 19,140 - - 10 4,541 852 - -
(19,140) (5,393)
Generator 17,045 = 17,045 10 3,457 - 1,359 4,816 12,229
204,817 25,710 131,956 57,069 - 27,322 45,199 86,757
(98,571) (39,192)
2016
COST DEPRECIATION o Net book
Asat | Additions As at Rate As at | Adjustment | Charge Jun value as at
Particulars Jul 01, / Jun 30, g Jul01, | duringthe for the 30 Jun 30,
2015 | (Deletions) 2016 ° 2015 year Period 201'6 2016
RupeesIn ‘000’
Vehicles 65,851 84,196 127,566 20 20,518 - 14,746 24,688 102,878
(22.481) (10,576)
Computers 46,039 - 41066 20-33 20,719 - 7242 24,383 16,683
(4973) (3578)
Air conditioners 19,140 - 19,140 10 2919 - 1622 4541 14,599
Generator 17,045 - 17,045 10 1,947 - 1510 3457 13,588
148,075 84,196 204,817 46,103 - 25120 57,069 147,748
(27,454) (14,154)
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2016

Rupees in ‘000’

5.6 Amortization is allocated in the following manner

Cost of revenue 28 20,490 18840
Administrative expenses 30 6,831 6,280
27,321 25,120
5.7 Capital work-in-progress
Advance against assets 6,961 -
6,961
5.7.1 The movement in capital work-in-progress during the year is as under:
Opening Balance - 23,651
Additions during the year 42,535 52,107
Transfers:
Building - 45,898
Leasehold improvements - 19,381
Furniture and Fixtures = 3,274
Computers - 214
Office equipments - 689
Generator - 3,680
Air conditioners = 1,297
Vehicles 35,574 1,325
(35,574) (75,758)
Closing Balance 6,961 -

5.7.2 Extension of existing building is completed and transferred to respective heads of property plant and equipment.

5.7.3

ization rate of 0% pa (2016 : 4%) in the capital work in progress pertaining to construction of building.

6. INTANGIBLE ASSETS

During the year borrowing cost amounting to Rs. Nil (2016 : Rs. 0.383 million) has been capitalized using capital-

2017
CosT AMORTISATION Net book
As at Additions As at Rate As at Charge for As at value as at
Particulars Julo1, / Jun 30, o o1, | S| jun 30, Jun 30,
2016 (Deletions) 2017 3 2016 2017 2017
RupeesIn’000’
In-house Developed Software
NFS - Ascent 2935,038 - 2935038 10 840,125 293,504 1,133629 1,801,409
NetSol Financial Suite 213,225 - 213225 10~20 213,225 - 213,225 -
SMART 137,149 - 137,149 10 96,005 4144 137,149 -
HMIS 35,146 - 35,146 10 9,079 26,067 35,146 -
Business Intelligence 45,671 - 45,671 10 11,799 33,872 45,671 -
Scoring Model & Risk
Management
3,366,229 - 3,366,229 1,170,233 394,587 1,564,820 1,801,409
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2016
COST AMORTISATION Net book
As at Additions As at Rate As at Charge for As at value as at
Particulars Julon, / Jun 30, B Julo1, thegiﬂod Jun 30, Jun 30,
2015 (Deletions) 2016 ° 2015 2016 2016
RupeesIn 000’
In-house Developed Software
NFS Ascent 2,935,038 N 2,935,038 10 546,621 293504 840,125 2,094913
NetSol Financial Suite 213,225 - 213225 10~20 213,225 - 213225 -
SMART 137,149 - 137,149 10 82,290 13,715 96,005 41144
HMIS 35,146 - 35,146 10 5,565 3514 9,079 26,067
Business Intelligence 45,671 - 45,671 10 7.231 4,568 11,799 33872
Scoring Model & Risk
Management
3,366,229 - 3,366,229 854,932 315,301 1170233 2,195,996
2017 2016

Rupees in ‘000’

6.1 Amortization is allocated in the following manner
Cost of revenue 28 394,587 315,301

6.2 Inhouse developed softwares namely SMART, HMIS & Business Intelligence have been fully amortized in current
year by charging acceleratred amortization of Rs. 90.184 Million

6.3 NetSol Financial Suite has been fully amortized but the company is still generating revenues from its sale.
7. LONG TERM INVESTMENTS - at cost

Related parties

WRLD3D Limited (Unquoted company) (Formerly EEGEQ Inc.) 7.1 203,685 17,267
NetSol Innovation (Pvt) Limited (Unquoted subsidiary company) 7.2 15,188 15,188
218,873 32,455

7.1.1 During the fiscal year 2016, the Company entered into an agreement with WRLD3D Limited (formerly eeGeo, Inc.) a UK
based gaming and 3D mapping Company (a Delware Corporation) to purchasse 12.2% investment for $2,777,778 which
will be earned over future periods partly by providing IT and enterprise software solutions and partly in cash. Per agree-
ment, the Company will provide a minimum of $200,000 of services in each three-month period and the entire balance is
required to be provided within three years of the date of the agreement. As of June 30,2017, the Company has provided
cash and services valued at $1,945,909 (PKR 203,685,000) which is recorded as investment.

Mr. Faizaan Ghauri is the Chief Executive Officer of WRLD3D Limited (formerly eeGeo, Inc.)

7.1.2 In connection with the investment, the Company received a warrant to purchase preferred stock which are exerciseable
into share of the 'Next Round Preferred” , only if and when the Next Round Preferred is issued by WRLD3D Limited
(formerly eeGeo, Inc.), in a ‘Qualified Financing”. The warrants expire on March 2, 2020.

7.2.1 The subsidiary is incorporated in Pakistan. The Company holds 1,518,785 (2016 : 1,518,785) fully paid ordinary shares
of Rs. 10/- each i.e. 50.52% of Equity held (2016 :50.52%) . Based on audited accounts for the year ended June 30, 2017,
break-up value per share is Rs. 109.78 (2016 : Rs. 191.19).

Mr. Salim Ullah Ghauri is the Chief Executive Officer of the subsidiary company.
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8. LONG TERM LOANS TO EMPLOYEES-Unsecured
Considered good 2017 2016
Loan to employees Rupees in ‘000’
- to executives 8212 6,984
- to non-executives 1,021 -
Less: current maturity (8,787) (6,984)
446 -

8.1 Loans are given to employees for their personal needs and deducted from salaries. Maximum balance outstanding
against loans to employees at the end of any month during the year was Rs. 9.233 million (2016: Rs. 11.5 million).

8.2 Reconciliation of the carrying amount of loans to executives

Balance at the beginning of the year 6,984 3,096
Disbursements during the year 5130 15,938
Received during the year (3,902) (12,050)
8212 6,984
9. TRADE DEBTS

Considered good - unsecured 9.2 669,272 1,198,056
Considered doubtful - unsecured 9.3 35,225 48,748
704,497 1,246,804

Less: Provision against doubtful recovery (35,225) (48,748)
669,272 1,198,056

9.1 Amount receivable from related parties included in trade debts are as under:

NetSol Technologies (Thailand) Limited 97,439 183,968
NetSol Technologies (Beijing) Company Limited 121,937 163,364
NetSol Australia Pty. Limited 9,475 28,759
228,851 376,091

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 48,748 51,850
Provision made during the year 36,194 -
Write offs during the year (49,717) (3,102)
Balance as at June 30 35,225 48,748
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9.5 Aging of trade debts at June 30 is as follows:

2017 2016
Rupees in ‘000’ Rupees in ‘000"

Gross Impaired Gross Impaired
Not past due 10,995 - 57121 -
Past due 1-180 days 352,833 - 886,750 -
Past due 181 days -1 year 152,018 - 300,461 -
More than one year 188,650 - 2,472 -
Total 704,496 - 1,246,804 -
9.6 Aging of trade debts due from related parties at June 30 is as follows:

Gross Impaired Gross Impaired
Not past due = = - -
Past due 1-180 days 9,475 - 105,326 -
Past due 181 days -1 year 99,799 - 270,765 -
More than one year 119,577 - - -
Total 228,851 - 376,091 -

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.

2017 2016
Rupees in ‘000’

11. LOANS AND ADVANCES - Unsecured - Considered good
Current maturity of loans to employees 8 8,787 6,984
Advances
- to executives 11.1 43 150
- against expenses 22,580 17,598
31,410 24,732
111 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. 1.040 million (2016 : Rs. 1.251 million)
12. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS
Security deposits 5,449 9,297
Prepayments 8,070 15,975
13,519 25,272
13. OTHER RECEIVABLES

Guarantee margin 673 493
Dividend receivable - 105,468
Sales tax Refundable - 687
Other receivable - considered good 13.1 18,719 41,779

19,392 148,427

131 Other receivable include travel expenses amounting to Rs. 18.5 million (2016: Rs. 7.6 million) to be invoiced to the
customers.
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2016

Rupees in ‘000’

14. DUE FROM RELATED PARTIES
Considered good - unsecured
Associated undertaking

NetSol Connect (Pvt) Ltd. 13,219 6,232
NetSol Technologies Beijing Ltd. 2,836 13,836
16,055 20,068

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

142 Maximum aggregate amount outstanding due from related party at the end of any month during the year was

Rs. 176.70 million (2016 : Rs. 215.08 million).

15. TAXATION - NET

Tax receivable as at 1 July 31,688 36,168
Tax payments 11,489 15,158
Tax adjustments 12,178 -
Provision for taxation (5,831) (19,638)
49,524 31,688
16. CASH AND BANK BALANCES
With banks
Saving accounts 16.1 724,313 79,193
Current accounts 88,326 47
Foreign currency current account 60,202 24,668
872,841 103,908
In hand 2,101 4,565
874,942 108,473
16.1 The balances in savings accounts bear mark up at 3% to 4.5% per annum. (2016 : 4% to 4.5% per annum)
17. SHARE CAPITAL
17.1 Authorised share capital
2017 2016 2017 2016
Number of shares Rupees in ‘000’
150,000,000 150,000,000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
17.2 lIssued, subscribed & paid-up capital
2017 2016 2017 2016
Number of shares Rupees in ‘000’
42,485,191 42,003,691 Ordinary Shares of Rs. 10 each fully paid in cash 424,852 420,037
47,150,732 47,150,732 Ordinary Shares of Rs. 10 each issued as fully paid bonus shares 471,507 471,507
89,635,923 89,154,423 896,359 891,544
17.3 Reconciliation of number of shares issued, subscribed & paid-up
Number of shares outstanding as at July 1 89,154,423 89,046,423
Ordinary Shares of Rs. 10 issued against options exercised 481,500 108,000
Number of shares outstanding as at June 30 89,635923 89,154,423
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17.4 Owners of ordinary shares are entitled to distributions approved by the Company, and the shareholding entitles
the owners to vote at the general meetings, with one vote per share. All shares have the same right to Company's
remaining net assets.

17.5 There are outstanding options to subscribe for ordinary shares of the Company granted under the employee
share option plan as disclosed in Note 18.1.1

17.6 NetSol Technologies Inc. 24025, Park Sorrento, Suite 410, Calabasas CA 91302, is the parent company holding
66.20% (2016 : 66.56%) of issued capital of the Company.

17.7 The Company is not subject to any externally imposed capital requirements for the financial years 2016 and 2017.

18. RESERVES 2017 2016
Capital reserve Rupees in ‘000
Premium on issue of ordinary shares 302,579 298,777
Revenue reserve
Un - appropriated profit 4,418,672 4,142,998

Employee share option compensation reserve 18.1 74,890 1,607

4,796,141 4,443,382

18.1 EMPLOYEE SHARE OPTION COMPENSATION RESERVE

Balance as at the beginning of the year 1,607 1,767
Options issued during the year - -
Options lapsed due to employee resignation (579) -
Amount transferred to Capital reserve on exercise of options (711) (160)
Contribution of parent on account of employee share options 74,573 -
Balance at the end of the year 74,890 1,607

18.1.1 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
employees on August 01,2009 at a grant price of Rs. 16.42 per option. No Amount is paid or payable by employ-
ee 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 became exercisable
after completion of eighty four months from the grant date. The options will lapse after 10 years of grant date,
if not exercised.

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%
2017 2016
Number of Options
Options outstanding at the beginning of the year 1,088,000 1,196,000
Options issued during the year = -
Options lapsed during the year (392,000) -
Options exercised during the year (481,500) (108,000)

Options outstanding at the end of the year 214,500 1,088,000
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2017 2016
Rupees in ‘000

19. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE
Present value of minimum lease payments 41,241 76,060
Less: Current portion of obligations shown under current liabilities (21,844) (38,996)
19,397 37,064

Present value of minimum lease payments have been discounted at an implicit interest rate ranging between 7.6 % to
11% (2016 : 8 % to 11%) 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:

2017
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 24,270 2,427 21,844
Later than one year but not later than five years 20,543 1,146 19,398
L4814 3,572 41,261
2016
Minimum Future Present Val-
Lease Finance ue of Lease
Payment Charges Liability
Not later than one year 43,638 4,642 38,996
Later than one year but not later than five years 39,642 2,578 37,064
83,280 7,220 76,060
2017 2016
Rupees in ‘000
20. DEFERRED INCOME
Opening balance - 10
Addition during the period - -
- 10
Amortized during the year - (10)

Un amortized gain on sale and lease back transaction - -

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

21. LONG TERM ADVANCES
Long term advances 6,808 4,744
Less: Current portion (3,553) (2,314)
3,255 2,430

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 to them.
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2017 2016
Rupees in ‘000
22. TRADE AND OTHER PAYABLES
Creditors 39,281 50,084
Accrued liabilities 195,984 189,604
Interest accrued - secured 12,200 4,602
Due to related parties 221 101,355 111,474
Withholding tax 14,098 11,268
Sales Tax Payable 1,226
Provident fund payable 13,718 32,488
Unclaimed dividend 5426 2,339
Other payables 1,567 974
384,855 402,833
22.1 DUE TO RELATED PARTIES
Parent
NetSol Technologies Inc. 22.1.1 101,355 111,474
101,355 111,474
22.1.1 This relates to normal course of business of the Company and is interest free.

22.1.2

Maximum aggregate amount outstanding due to related party at the end of any month during the year was Rs. 425.105
million (2016 : Rs. 445,905 million).

23. 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. 0.510 million (2016 : 2.032 million) against NetSol Technologies Australia Pty. Limited.
24,  SHORT TERM BORROWINGS
Export refinance - secured 241 1,000,000 400,000
Loan from related party - unsecured 24.2 113,713 114,561
1,113,713 514,561
241 EXPORT REFINANCE - SECURED
Askari Bank Limited - ERF 24.1.1 500,000 400,000
SAMBA Bank Limited - ERF 24.1.2 200,000 -
SAMBA Bank Limited - LAPC 24.1.2 300,000 -
1,000,000 400,000

24.1.1.1

24.1.1.2

24.1.1.3

24.1.1.4

24.1.1.5

The facility for export refinance (ERF) is available from Askari Bank Limited amounting upto Rs 500 million (2016 : Rs 400
million), availed Rs. 500 million (2016 : 400 million) It carries mark-up of State Bank Refinance Rate+1% per annum (2016 :
State Bank Refinance Rate+1% per annum). The interest rate charged was 3% (2016 : 4.5 to 6%) for the fiscal year 2017. The
due balance is payable bi-annually.

Afacility for issuance of guarantees (LG) is available from Askari Bank Limited upto Rs. 100 million (2016 : Rs. 100 million),
availed Rs. 7.977 million. (2016 : Rs. 7.062 million)

A sublimit of LG is available from Askari Bank Limited for corporate credit cards upto Rs. 6 million (2016 : Rs. 4 million)

The company has a running finance facility from Askari Bank Limited as a sublimit to LG facility upto Rs. 75 million (2016
: 75 million) for working capital requirement. As at June 30, 2017 there is no balance outstanding against this facility. It
carries markup at the rate of 3 month Kibor + 2%. (2016 : 3 month Kibor + 2%)

The facilities from Askari Bank Limited are secured by way of charge over the Company’s all present and future current
assets amounting to Rs. 767 million including first charge of Rs. 536 million, 1st Pari Passu charge of Rs. 98 million and
ranking charge of Rs. 133 million (2016: Rs. 634 million) and charge of Rs. 767 million over fixed assets of the company,
including 1st Pari Passu charge of Rs. 680 million and Ranking charge of Rs. 86.67 million. (2016: Rs. 680 million).

The facilities from Askari bank are secured by way of 1st equitable mortgage over 9 Kanal, 2 Kanal and 16 Marla propre-
ties, all located at Ghazi road, Lahore Cantt.
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24.1.2.1 The facility for export refinance (ERF) is available from SAMBA Bank Limited amounting upto Rs 500 million (2016 : Nil),
availed Rs. 200 million (2016 : Nil) It carries mark-up at State Bank Refinance Rate + 1% per annum (2016 : Nil). Interest rate
charged was 3% (2016 : Nil) for the fiscal year 2017. The due balance is payable bi-annually.

24.1.2.2 The facility for export refinance (LAPC) is available from SAMBA Bank Limited amounting upto Rs 500 million (2016 : Nil),
availed Rs. 300 million (2016 : Nil). This is a sublimit of ERF. It carries markup at the rate of 3 month Kibor + 2%. (2016 : Nil).
The due balance is payable bi-annually.

24.1.2.3 The facilities from SAMBA bank limited are secured by way of ranking charge over Company's all present and future cur-
rent assets amountin to Rs. 667 million (2016: Nil) and ranking charge of Rs. 667 million over fixed assets of the company
(2016: Nil). These charges will be upgraded to 1st Pari Passu charge in the coming quarter.
The facilities from SAMBA bank are secured by way of 2nd ranking equitable mortgage over 9 Kanal, 2 Kanal and 16 Marla
propreties, all located at Ghazi road, Lahore Cantt.

242 This represent short term interest free loan of USD 1,086,254 (2016: US$ 1,086,254) from the holding company.

2017 2016
25. CURRENT PORTION OF LONG TERM LIABILITIES Rupees in ‘000
Current portion of lease liability 19 21,844 38,996
Current portion of long term advances 20 3,553 2314
25,397 41,310
26. CONTINGENCIES & COMMITMENTS
26.1 Contingencies
26.1.1 Mr. Ahsan Zubair, ex-employee of the Company has filed a case for recovery of damages for malicious prosecution before
the civil court, Lahore and has sought the damages to the tune of PKR 500 million. The case was filed after the complaint
filed by NETSOL pertaining to use of NetSol's IP without authority by a company formed by Mr. Ahsan Zubair and his part-
ner who was also an ex-employee of the Company. Keeping in view the facts and circumstances of the case, including the
nature of evidence of the plaintiff and the laws applicable, it can safely be inferred that, on merits, no case for damages
is made out. This is also endorsed by the fact that case is barred by the laws relating to limitation as it has been filed by
some two years beyond prescribed time. Moreover none of the ingredients forming basis for allowing a case of malicious
prosecution are attracted. Therefore, on the facts of the case, there appears to be no chances of the case being allowed
and there is no likelihood of this case having any adverse financial impact on the Company.
26.1.2 While disposing off a show cause notice issued by FBR under section 161 of the Income Tax Ordinance, 2001 for the tax
year 2015, the assessing authority, in its judgement dated 26-07-2016 contended and considered the commission paid to
a non-resident as fee for technical services and imposed a tax of Rs. 1,516,535 u/s 152 of the Income Tax Ordinance, 2001.
The company filed an appeal u/s 127 of the said Ordinance before the Commissioner Inland Revenue (Appeals), Lahore on
the grounds that amount paid to non resident is in respect of commission and cannot be considered fee for technical ser-
vices, hence exempt from tax. The decision is currently pending with the competent authority. The company is confident
that final outcome will be in its favour and accordingly no provision has been made in these financial statements in this
respect.
26.2 Commitments
26.2.1 The Company has issued worth Rs. 7.977 million (2016: 7.062 million) bank guarantees and bid bonds to LESCO and vari-
ous 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, 2017.
2017 2017 2016
Domestic Foreign Rupees in ‘000’
27. REVENUE
Export Revenue
License - 1,235,983 1,235,983 430,422
Services - 1,871,003 1,871,003 2,013,862
Maintenance - 806,990 806,990 738,790
3913976 3913976 3,183,074
Local Revenue
Services 3,053 - 3,053 27470
Maintenance 10,543 - 10,543 10,505
13,596 - 13,596 37975
Sales tax (1,875) - (1,875) (5238)
11,721 3,913,976 3,925,697 3,215811
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2017 2017 2016
Domestic Foreign Rupees in ‘000
28. COST OF REVENUE
Salaries & benefits 28.1 18,147 1,634,436 1,652,583 1,351,397
Consultancy charges 33612 33,612 3,141
Hardware and other material cost 1,899 - 1,899 9,461
Software licences 543 - 543 6,867
Staff training 4,470 4,470 5,468
Rent, rates & taxes 248 11,889 12,137 10,805
Travelling & conveyance 167 118,723 118,890 84,066
Communication 625 29,990 30,615 31,475
Utilities 498 23,898 24,396 31,249
Printing & stationery 45 2,139 2,184 4,353
Entertainment 877 42,036 42913 50,760
Insurance 11 1,726 1,737 1,465
Vehicle running & maintenance 7 26,463 26,470 17,291
Repair & maintenance 1,578 75,648 77,226 51,477
Fee & subscription 106 5077 5183 4,331
Depreciation 5.2 4,809 230,593 235,402 284,329
Amortization of leased assets 5.5 419 20,071 20,490 18,840
Amortization of intangible assets 6.1 101,083 293,504 394,587 315,301
131,060 2,554,277 2,685,337 2,282,076
28.1 Salaries and benefits include Rs. 62.459 million (2016 : Rs. 59.117 million ) in respect of retirement benefits.
2017 2017 2016
Domestic Foreign Rupees in ‘000
29. SELLING AND PROMOTION EXPENSES

Salaries & benefits 29.1 586 195,822 196,408 122,661
Staff training - 17 17 -
Rent, rates & taxes 45 14,977 15,022 12,850
Travelling and conveyance 132 44,046 44178 29,313
Communication 6 2,079 2,085 1,805
Utilities 3 1,058 1,061 1,105
Printing & stationery 3 895 898 536
Entertainment 8 2,795 2,803 2,221
Insurance 5 1,520 1,525 534
Vehicle running expenses 14 4,605 4619 3,069
Repairs and maintenance 6 1,950 1,956 7,210
Commission on sales 433 144,631 145,064 69,071
Advertisement 7 2,385 2,392 5523
Tender money - - - 158
Sale promotional expenses 74 24,602 24,676 4,019
1,322 441,382 442,704 260,075

29.1 Salaries and benefits include Rs. 2.806 million (2016 : Rs. 2.312 million ) in respect of retirement benefits.
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30. ADMINISTRATIVE EXPENSES
2017 2017 2016
Domestic Foreign Rupees in ‘000’

Salaries and benefits 30.1 999 333,509 334,508 291,341
Staff training - 155 155 540
Rent, rates and taxes 66 22,021 22,087 15,971
Travelling and conveyance 94 31,298 31,392 18,064
Communication & postage 29 9,794 9,823 6,815
Printing and stationery 4 1,435 1,439 1,715
Utilities 43 14,490 14,533 13,979
Entertainment 96 32,224 32,320 31,253
Insurance 9 3,163 3172 3,498
Advertisement 1 383 384 1,698
Vehicle running expenses 22 7.274 7,296 15,638
Repairs and maintenance 101 33,699 33,800 65,252
Legal and professional charges 16 5,262 5,278 7.189
Auditors remuneration 30.2 7 2,493 2,500 2,500
News papers & periodicals - 141 141 398
Office supplies 16 5213 5,229 6,429
Charity & donation 30.3 81 27.215 27,296 21,846
Fee & subscription 15 4,972 4,987 8,434
Miscellaneous expenses - 150 150 150
Research and development cost 123 41,080 41,203 48,465
Bad debts - - - - 2,335
Provision for doubtful debts 108 36,086 36,194 -
Depreciation 5.2 221 73,894 74115 94,776
Amortization of leased assets 6.1 20 6,811 6,831 6,280
2,071 692,762 694,833 664,566

30.1 Salaries and benefits include Rs. 9.266 million (2016 : Rs. 10.038 million ) in respect of retirement benefits.

2017 2016

Rupees in ‘000’

30.2 Auditors remuneration

Audit fee 1,500 1,200
Certifications of group reporting 500 700
Professional services 200 300
Out-of-pocket expenses 300 300

2,500 2,500

30.3 Charity & donation

Interest of the Directors or their spouses in the donations made during the year is as follows:

Name of Donee and address Na.me of interested directors and nature 2017 2016
of interest

Rupees in ‘000’

Shahid Javed Burki Institute of Public Policy at Shahid Javed Burki - Chairman Member

NETSOL Board of Directors 10462 6625

(126-B Ahmad Block, New Garden Town, Lahore) Salim Ghauri - Member Board of Directors
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2017 2017 2016
Domestic Foreign Rupees in ‘000
31. OTHER OPERATING EXPENSES
Loss on disposal of assets 2,005 - 2,005 -
Loss on foreign currency translation - - - 31,516
2,005 - 2,005 31,516
32. OTHER INCOME
Income from financial assets
Profit on bank deposits 32.1 10,418 - 10,418 9,453
Mark up on loan 321 10 - 10 L4
Dividend Income 32.2 214,939 - 214939 105,468
225,367 - 225367 114,965
Income from non-financial assets
Gain on foreign currency translation - 48,710 48,710 -
Gain on disposal of assets - - - 336
Amortization of deferred revenue - - - 10
Rental income 16,857 - 16,857 19,990
16,857 48,710 65,567 20,336
242,224 48,710 290,934 135,301
32.1 Income is earned under conventional mark-up arrangement.
32.2 Dividend has been received from subsidiary company M/S NetSol Innovation Private Limited.
33. FINANCE COST
Lease finance charges - 5,080 5,080 5524
Interest on loans - 22,886 22,886 16,248
Mark-up on loan from related party 379 - 379 45
Lease documentation charges - 17 17 51
Bank charges - 1,307 1,307 1,066
379 29,290 29,669 22,934
34. TAXATION
Income of the Company from export of computer software and its related services developed in Pakistan is exempt from tax up
to 2019 provided that eighty per cent of the export proceeds is brought into Pakistan in foreign exchange remitted from outside
Pakistan through normal banking channels as per clause 133 of part 1 of the Second Schedule to the Income Tax Ordinance, 2001.
However tax as per applicable rates is charged to the income of the Company generated from other than core business activities.
Reconciliation of income tax expense for the year
Accounting Profit 362,083 89,945
Enacted tax rate 31% 32%
Tax on accounting profit at enacted rate 112,246 28,782
Tax effect on income exempt from tax (38,518) 12,726
Tax effect of income taxed at different rates (41,029) (21,870)
Prior year tax effect 1,006 -
International taxation effect 8,082 18,105
41,787 37,743
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.
35. EARNINGS PER SHARE
Basic
Profit after taxation for the period 320,296 52,202
Average number of ordinary shares in issue during the period 35.1 89,362 89,088
Basic - In Rupees 3.58 0.59
Diluted -
Profit after taxation for the period 320,296 52,202
Average number of ordinary shares in issue during the period 35.2 89,946 89,865
Diluted - In Rupee 3.56 0.58
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2017 2016
Rupees in ‘000’

35.1 Weighted average number of ordinary shares (basic)
Issued ordinary shares as at July 1 89,154 89,046

Effect of bonus shares issued = -

Weighted average of shares issued during the year 208 42

Weighted average number of ordinary shares (basic) as at June 30 89,362 89,088
35.2 Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares 35.1 89,362 89,088

Effect of exercise of share options 584 777

Weighted average number of ordinary shares (diluted) as at June 30 89,946 89,865

36.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

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

Cheief Executive Director Executive
2017 2016 2017 2016 2017 2016
Rupees in ‘000’
Managerial remuneration 6,400 6,400 4,000 4,000 1,054,909 920,657
Retirement benefits 416 640 260 400 49,617 55,795
Rent and house maintenance 2,560 2,560 1,600 1,600 421,963 368,263
Utilities 640 640 400 400 105,491 92,066
Medical expenses 2,303 320 621 200 46,926 46,033
Commision - - - - 13,769 -
Total 12,319 10,560 6,881 6600 1,692,675 1482814
No. of Persons 1 1 1 1 1,103 1,121

37.

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

During the current year, CEO, CFO and certain executives of the company excersised stock options under employee stock
option scheme according to which 481,500 shares (2016: 108,000) were allotted to them respectively.

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.

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 re-
quirements of the business.

The Company monitors capital on the basis of the gearing ratio. The ratio is calculated as under:
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2017 2016
Rupees in ‘000
Total debt 371 1,158,507 592,935
Less : Cash and cash equivalents (874942)  (108,473)
Net debt 283,565 484,462
Total equity 37.2 5,692,513 5336,416
Gearing ratio (In percentage) 5.0% 9.1%

37.1. The total debt includes the long term financing, liabilities against assets subject to finance lease, short term bor-
rowing and current portion of long term financing.

37.2. The total equity includes all the capital and reserves of the Company.

38 TRANSACTION WITH RELATED PARTIES
Related parties comprise of holding company, subsidiary, associated undertakings, directors of the Company, key
employees and staff retirement fund. The Company in the normal course of business carries out transactions
with various related parties. Amounts due from and to related parties are shown under receivables and payables.
Parent, subsidiary and associated undertakings also have some common directorship.
Details of transactions with related parties, other than those which have been specifically disclosed elsewhere in
these financial statements are as follows.
2017 2016
Rupees in ‘000’
Relationship with the Company Nature of transactions
(i)  Subsidiary Rental income 15958 18490
Provision of services 5,106 5,945
Dividend received 214,939 105,468
Mark-up income 10 44
Mark-up expense 379 45
(i)  Associated undertaking Rental income 900 1,500
Provision of services 395,789 481,909
Purchase of services 19,232 17,783
(iii)  Key Management Personnel Commission paid to Key Management Personnel 30,869 2,129
(iv) Post Employment benefit Contribution to defined
contribution plan 74,532 71,467
(v)  There are no transactions with any key management personnel other than under the terms of employment.
39. 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 re-
sponsibility for the establishment and oversight of the Company's risk management framework. The Company'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 appropriate balance be-
tween risk and control is achieved. Risk management objectives and policies are reviewed regularly to reflect changes in
market conditions and the Company's activities.
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(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 exposure towards the custom-
ers 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:

2017 2016
Rupees in ‘000

Financial Assets
Loans and receivables

Trade debts 39.1 669,272 1,198,056
Loans and advances 9,233 7134
Security deposits 5,449 7,697
Other receivables 19,392 148,427
Due from related parties 16,055 20,068
Bank balances 39.2 724,313 108473

1443714 1,489,855

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

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

Rating Rating

Shortterm Long Term Agency Agency

Askari Bank Limited A1+ AA+ PACRA PACRA
MCB Bank Limited A1+ AAA PACRA PACRA
Summit Bank Limited A-1 A- JCR-VIS JCR-VIS
Samba Bank AA A-1 JCR-VIS 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 effec-
tive 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:

2017
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 41,241 44814 24,270 20,543 -
Long term advances 6,808 6,808 3,553 3,255 =
Trade and other payables 384,855 384,855 384,855 - -
Short-term borrowings 1,113,713 1,169,663 1,169,663 - -

1,546,617 1,606,140 1,582,341 23,798 =
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2016
Carrying  Contractual  Oneyear Two to More than
amount cash flows or less fiveyears  five years

Rupees in ‘000’

Non-derivative

financial liabilities

Finance lease liability 76,060 83,280 43,638 39,642 -
Long term advances 4,744 4,744 2314 2,430 -
Trade and other payables 402,833 402,833 402,833 - -
Short-term borrowings 514,561 537,716 537,716 - -

998,198  1,028573 986,501 42,072 -

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

(c) Interest Rate Risk

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

2017 2016
Rupees in ‘000
Financial assets
Bank balances 872,841 79,193
Financial Liabilities
Finance lease liability 41,241 76,060
Short-term borrowings 1,113,713 514,561

1,154,954 590,621

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 3,424 2,648
100 bps decrease will result in increase in profit by 3424 2,648

(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 en-
tered 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

TThe following analysis demonstrates the impact of a 5% strengthening/weakening of the Pak Rupee against other
currencies which include UKE, US$ AUS$, RMBY¥, THBB & UAED 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 con-
stant. The analysis is performed on the same basis for 2016.
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2017 2016
Rupees in ‘000’

Impact on Profit and loss account (net of tax)

As at 30 June
Strengthening 903,426 408,200
Weakening (903,426)  (408,200)

(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.

39.3 Financial Instruments By Catogory

Financial Assets at amortised cost

Trade debts 669,272 1,198,056
Loans and advances 9,233 7134
Security deposits 5,449 7697
Other receivables 19,392 148,427
Due from related parties 16,055 20,068
Cash and Bank balances 724,313 108,473
Other Financial Assets at Cost

Long Term Investments 218,873 32,455

1,662,587 1,522,310

Financial liabilities at amortised cost

Finance lease liability 41,241 76,060
Long term advances 6,808 4,744
Trade and other payables 384,855 402,833
Short-term borrowings 1,113,713 514,561

1,546,617 998,198

40 PROVIDENT FUND RELATED DISCLOSURE

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

2017 2016
(Unaudited) (Audited)
Rupees in ‘000’
Size of the fund - Total Assets 565,326 476,260
Cost of investment made 473,285 373,438
Percentage of investment as size of fund 88.2% 82.6%

Fair value of investments 498,776 393,259
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40.1 The breakup of fair value of investments is

2017 2016

Investments Percentage of Investments _Percentage of

Rupees in ‘000’ investment as RuDEes in ‘000 investment as

P size of fund P size of fund
Bank Balances 369,646 65.4% 301,528 63.3%
Mutual Funds 7,885 1.4% 20975 4.4%
Others 121,245 21.4% 70,756 14.9%
498,776 88.2% 393,259 82.6%

40.2  Theinvestments 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.

41. NUMBER OF EMPLOYEES
The total average number of employees during the year and as at June 30, 2017 and 2016 respectively as follows:
2017 2016
No of Employees
Average number of employees during the year 1,192 1,164
Number of employees as at year end 1,103 1,213
42, 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.
43, CORRESPONDING FIGURES 2017 2016
Rupees in ‘000
Corresponding figures have been re-classified for better presentation, in respect of
following:
Note From Note To
Long term deposits 12 Trade deposits & short term- 1,600 1600
prepayments
44, DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue on September 22, 2017 by the Board of Directors.
45. NON ADJUSTING EVENT AFTER BALANCE SHEET DATE
The Board of Directors in their meeting held on September 22,2017 have recommended a final cash dividend of 14.5%
(2016: 5%) i.e., Rs. 1.45 per share (2016: Rs. 0.5 per share). The above recommendations of cash dividend are subject
to the approval of the members at the Annual General Meeting to be held on October 24, 2017. These financial state-
ments do not include the effect of the above recommendations and they will be accounted for in the period in which
they are approved by the members.
46. FIGURES

Figures have been rounded off to the nearest thousand rupee.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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CHARTERED ALCOUNTANTS

AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS
TO THE MEMBERS

We have audited the annexed consolidated financial statements comprising consolidated balance sheet of
Netsal Technologhes Umited [the Holding Comparny] and its subsidiary company namaly NetSol Innovation
[Private) Umited (together referred to a5 Group] as at June 30, 2017 and the related consolidated profit and
losx account, consolidated statement of comprehensive income, consolidated cash flow statement and
consolidated statement of changes in equity together with the notes forming part thereof, for the year then
ended, We have also expressed separate opinions on the financial statements of MetSel Technologies
Limited and s subsidiary company, These financial statements are the responsibility of the MetSel
Technologles Limited's management. Our responsibility |s to express an opinion on thewe financial
statements bated on our audit.

Owr audit was conducted in accordance with the International Standards on Awditing and acoordinghy
included such tests of accounting records and such ather auditing procedures as we considersd necessary in
the circumstances,

In our opinion, the consolidated financial statements present fairly the financial podition of NetSol

Technologies Limited and its subsidiary company as at June 30, 2017 and the results of their operations for
the year then ended.

/A

Chartered Accountants
Lahore: September 22, 2017

Engagement Partner: Younus Eamran



NETSOL
TECHNOLOGIES
90 LIMITED

As at June 30,2017

NOTE 2017 2016
Rupees in ‘000’
ASSETS
NON-CURRENT ASSETS
Property, plant & equipment 1,956,098 2,261,721
Intangible assets 1,801,409 2,195,996
3,757,507 4,457,717
Long term investment 203,685 17,267
Long term loan to employees 8 446 -
3,961,638 4,474,984
CURRENT ASSETS
Trade debts 9 822,323 | 1,692,592
Excess of revenue over billing 10 1,788,568 618,020
Loans and advances 11 31,623 25,625
Trade deposits & short term prepayments 12 15,126 25,632
Other receivables 13 19,889 44,301
Due from related parties 14 19,746 20,068
Taxation - net 15 51,020 32,837
Cash & bank balances 16 1,070,904 326,902
3,819,199 2,785977
TOTAL ASSETS 7,780,837 7,260,961
The annexed notes from 1 to 47 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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NOTE 2017 2016
Rupees in ‘000’
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 17 1,500,000 1,500,000
Issued, subscribed and paid up capital 17 896,359 891,544
Share deposit money 13 1,490
Reserves 18 4947940 4,718,507
5844312 5611541
Non - controlling Interest 163,038 284,470
6,007,350 5,896,011
NON-CURRENT LIABILITIES
Liabilities against assets subject to finance lease 19 24,537 40,744
Deferred income 20 - -
Long term advances 21 5,309 8,937
29,846 49,681
CURRENT LIABILITIES
Trade and other payables 22 443,468 482,488
Unearned revenue 23 142,471 271,579
Short term borrowings 24 1,113,713 514,561
Current portion of long term liabilities 25 43,989 46,641
1,743,641 1,315,269
CONTINGENCIES & COMMITMENTS 26 - -
TOTAL EQUITY AND LIABILITIES 7,780,837 7,260,961
The annexed notes from 1 to 47 form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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NOTE 2017 2016
Rupees in ‘000’
Revenue - Net 27 4519197 4,074,187
Cost of revenue 28 (3,064,855) (2,709,099)
Gross Profit 1,454,342 1,365,088
Selling and promotion expenses 29 (442,704) (260,075)
Administrative expenses 30 (702,001) | (671,411)
Other operating expenses 31 (1,630) (76,130)
Other income 32 51,752 13,669
Operating profit 359,759 371,141
Finance cost 33 (31,286) (23,991)
Profit before taxation 328473 347,150
Taxation
Current year 34 (41,807) (38,180)
Prior year (1.272) -
(43,079) (38,180)
Profit after taxation for the year 285,394 308,970
Attributable to:
Equity holders of NetSol Technologies Limited 196,311 129,778
Non - controlling interest 89,083 179,192
285,394 308970
Earnings per share
Basic - In Rupees 35 2.20 1.46
Diluted - In Rupees 35 2.18 1.44

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

CHIEF EXECUTIVE OFFICER

CHIEF FINANCIAL OFFICER

DIRECTOR
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2017 2016
Rupees in ‘000’

Profit after taxation for the year 285,394 308,970

Other comprehensive income - -

Total comprehensive income for the year 285,394 308,970
Attributable to:

Equity holders of NetSol Technologies Limited 196,311 129,778
Non - controlling interest 89,083 179,192

285,394 308,970

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

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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2017

2016

Rupees in ‘000’

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation for the period 328,473 347,150
Adjustments for non cash charges and other items:
Depreciation - own assets 319,790 391,517
Amortization of leased assets 31,247 27977
Amortization of intangible assets 394,587 315,301
(Gain) / Loss on disposal of fixed assets 1,630 (318)
Amortization of deferred revenue - (10)
Exchange (gain) / loss on debtors (34,874) 76,112
Interest expense 29,857 22,762
Interest income (11,599) (10,104)
Deferred employee compensation expense 74,653
Gain on short term investment (3.621) (1,719)
Bad debts - 2,335
Donation 36,363 80
838,034 823,933

Cash generated from operations before working capital changes 1,166,506 1,171,083
Decrease / (increase) in current assets and liabilities
Trade debts (430,707) (1,201,865)
Loans and advances (6,444) (15,391)
Trade deposits & short term prepayments 10,506 506
Other receivables 24,412 (21,172)
Due from related parties 322 91,244
Trade and other payables (49,705) 29,776
Cash (used in) /generated from operations (451,616)  (1,116,902)
Interest paid (22,259) (22,853)
Income taxes paid (61,262) (34,399)
Dividend paid (249,952) (103,571)
Net cash (used in) / generated from operations 381,418 (106,642)
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipments purchased (77,592) (133,304)
Sales proceeds of fixed asset 33,273 11,777
Capital work in progress (5,125) (51,092)
Long Term Investment (186,418) (17,267)
Gain on investments 3,621 1,719
Interest received 11,599 10,104
Net cash (used in) investing activities (220,642) (178,063)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 4815 1,080
Share deposit money (1,477) 1477
Share premium 3,223 693
Paid against obligation under finance lease (72,028) (68,340)
Received against obligation under finance lease 40,138 53,850
Short term borrowing 599,152 101,916
Long term advances 9,403 6,920
Net cash generated from financing activities 583,226 97,596
Net increase / (decrease) in cash and cash equivalents 744,002 (187,109)
Cash and cash equivalents at the beginning of the year 326,902 514,011
Cash and cash equivalents at the end of the year 1,070,904 326,902

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

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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Non Total
Attributable to owners of the NetSol Technologies Limited  Controlling .
Equity
Interest
Issued, Employee  Capital Revenue
sub- Share share reserve reserve
scribed de- option Total
and posit  compen-  Share Unap-
paid-up money sation premi-  prop-riat-
capital reserve um ed profit
RupeesIn 000
Balance as at June 30, 2015 890,464 13 1,767 297,924 4,288,345 5478513 208574 5687087
Total comprehensive income for the year
Net profit for the year ended June 30, 2016 - - - - 129,778 129,778 179,192 308,970
Other comprehensive income - - - - - - - -
Shares deposit money against options exercised - 3,250 3,250 3,250
Shares issued against options exercised (108000 shares at
Rs. 10 each) 1080 (1,773) (160) 853 - - - -
Distributions to owners
_ By subsidiary to non-controlling interest cash dividend (103,296)  (103,296)
1,080 1,477 (160) 853 129,778 133,028 75896 208924
Balance as at June 30, 2016 891,544 1,490 1,607 298,777 4418123 5611541 284,470 5896011
Balance as at June 30, 2016 891544 1,490 1,607 298,777 4418123 5611541 284,470 5896,011
Total comprehensive income for the year
Net (loss) / profit for the year ended June 30,2017 - - - - 196,311 196,311 89,083 285,394
Shares issued against options exercised (481,500 shares at
Rs. 10 each) 4815 (7,906) (711) 3,803 - - - =
Final cash dividend Rs. 0.5 per share (5% per share) - - - - (64,622)  (44,622) - (44,622)
Options lapsed due to employee resignation - - (579) - (579) - (579)
- By subsidiary to non-controlling interest
cash dividend (210515)  (210515)
Contribution of parent on account of employee share options - - 75,232 - - 75,232 75232
Amount received against option excersied - 6429 - - - 6,429 - 6429
4815 (1,477) 73942 3,803 151,689 232,771 (121,432) 111,339
Balance as at June 30,2017 896,359 13 75,549 302580 4569812 5844312 163,038 6007350

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

CHIEF EXECUTIVE OFFICER

CHIEF FINANCIAL OFFICER

DIRECTOR
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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”) was incorporated in Pakistan on August 22, 1996 under the Companies
Ordinance, 1984 as a private company, limited by shares and was later on converted into public limited company on No-
vember 05, 2004. The Company was listed on Karachi Stock Exchange on August 26, 2005 and subsequently also got listed
on Lahore and Islamabad Stock Exchanges. Due to de-mutualization of stock exchanges, all these stock exchanges have
merged in 2015 to form Pakistan Stock Exchange. As a result of this merger, the company is now listed at Pakistan Stock
Exchange. The business of the Company is development and sale of computer software and provision of related services in
Pakistan as well as abroad. The registered office of the Company is situated NetSol IT Village,(Software Technology Park)
Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan.

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

2.  BASIS OF PREPARATION
2.1 Statement of compliance

During the year, the Companies Act 2017 (the Act) has been promulgated, however, Securities and Exchange Commis-
sion of Pakistan vide its circular no. 17 of 2017 dated July 20, 2017 communicated that the Commission has decided
that the companies whose financial year closes on or before June 30, 2017 shall prepare their financial statements
in accordance with the provisions of the repealed Companies Ordinance, 1984. Accordingly, these consolidated fi-
nancial 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 no-
tified 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.

2.2 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.

2.3 Functional and presentation currency

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

2.4 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, 2016.

2.5 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 10
IFRS 12
IAS 27
IFRS 5
IFRS 7
IFRS 7
IAS 19
IAS 34
2.6

IFRS 2

IFRS 10

IAS 28

IAS 7

IAS 12

IFRS 4

IAS 40
IFRIC 22
IFRIC 23
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Consolidated Financial Statements (Amendments)

Disclosure of Interests in Other Entities (Amendments)

Separate Financial Statements — Investment Entities (Amendments)

Non-current Assets Held for Sale and Discontinued Operations - Changes in methods of Disposal (Amendments)
Financial Instruments: Disclosures - Servicing contracts

Financial Instruments: Disclosures - Applicability of the offsetting disclosures to condensed

Employee Benefits - Discount rate: regional market issue

Interim Financial Reporting

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

Effective for periods begin-
ning on or after

Share-based Payments — Classification and Measurement of Share-based

Payments Transactions (Amendments) Jan-01 2018

Consolidated Financial Statements Not yet finalized

Investment in Associates and Joint Ventures - Sale or Contribution of Assets

between an Investor and its Associate or Joint Venture (Amendments) Not yet finalized

Statement of Cash flows Jan-01 2017
Income Taxes — Recognition of Deferred Tax Assets for Unrealized losses Jan-01 2017
(Amendments)
Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 Insur-

Jan-01 2018
ance Contracts (Amendments)
Investment Property: Transfers of Investment Property (Amendments) Jan-01 2018
Foreign Currency Transactions and Advance Consideration Jan-012018
Uncertainty over Income Tax Treatments Jan-01 2019

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.

Basis of Consolidation

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

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

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

Subsidiary companies are consolidated from the date on which more than 50% voting rights are trans-
ferred 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.
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3.  USE OF ESTIMATES AND JUDGMENT

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

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 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

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

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

Depreciation is charged by applying reducing balance method to write off the cost over the remaining useful life of
the assets. Rates of depreciation are stated in note 5.1.

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

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

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

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

Gain or loss on scrapping or disposal of assets, if any, is charged to profit and loss account.

(i) Assets subject to finance lease

Assets acquired under finance leases are capitalized and are stated at lower of present value of minimum lease
payments under the lease agreements and the fair value of the assets. The related obligations of the leases are

accounted for as current and non-current liabilities. Leasing payments are recognised as interest and repayment of
liability.

Assets acquired under finance lease are amortized over the useful life of the assets using reducing balance method
at the rates given in note 5.6.

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.
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(iii) Capital work in progress

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

Intangible assets

Research and software products development

Research costs are expensed as incurred. Software product development costs are expensed as incurred unless tech-
nical 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 net realizable value. Capitalization ceases when the product or enhancement is available for
general release to customers.

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

(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 amortisation is charged for the month in which the asset is disposed
off. Rates of amortization are stated in note 6.

Impairment
(a) Financial Asset

At each balance sheet 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 estimat-
ed. Any impairment loss on financial assets, including the financial assets carried at amortized cost, is recognized in
profit and loss account.
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4.4

4.5

4.6

4.7

(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.

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 all its permanent staff. Contributions are made equally by the
Group and the employee at 8% of basic salary in the provident fund on monthly basis. Group's contribution is rec-
ognised 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 recognised 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 recognises ‘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 compensa-
tion reserve in the balance sheet. When the options are exercised, deferred employee compensation reserve relating
to these options is transferred to share capital and share premium account. An amount equivalent to the face value
of related shares is transferred to share capital. Any amount over and above the share capital is transferred to share
premium account.

Taxation

Provision for current tax is based on taxable income for the year determined in accordance with the prevailing law
for taxation of income. The charge for tax on income is calculated at the current rates of taxation as applicable after
taking into account tax credit and tax rebates available, if any. Income tax expense is recognised in profit and loss
account except to the extent that it relates to items recognised directly in equity, in which case it is recognised in
equity. Charge for tax expense also includes adjustments where necessary, relating to prior years which arise from
assessments finalised during the current year.

Creditors, accruals and provisions

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

Trade debts

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

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and at current or saving accounts held with banks, fixed deposits
and short-term, highly liquid investments that are readily convertible to known amounts of cash and which are sub-
ject 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-con-
tingent license agreement has been signed, delivery of the software has occurred, fee is fixed or determinable, and

collectability is probable.

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

(i) Rendering of services

Revenue from software services is recognized in accordance with the percentage of completion method. An output
measurei.e. Unit Completion Method is used to determine the percentage of completion. Unit completed are certified
by the CFO and COO.

(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 recognised in
the profit and loss account.

Rental income is recognized on time proportion basis.
Dividend income is recognised as income when the right of receipt is established.

Miscellaneous income is recognized on receipt basis.
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4.11

4,12

4.13

Borrowing costs

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

Off-setting of financial asset and liability

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

Financial instruments
(i) Financial assets

All financial assets have been stated in accordance with the requirements of IAS-39 (Financial Instruments: Recog-
nition and Measurement). Financial assets and liabilities are recognised 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
value except for any financial assets whose fair value cannot be estimated reliably. Financial assets are derecog-
nized when the Company loses control of the contractual rights that comprises the financial asset.

The Group classifies its financial assets in the following categories: held to maturity investments, loans and 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
classified as held to maturity investments and are carried at amortised cost less impairment losses. These are
classified as current and non-current assets in accordance with criteria set out by IFRSs.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments 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 amortised cost using the
effective interest rate method less any impairment. These are classified as current and non-current assets in ac-
cordance 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 off the
investment within twelve months of the balance sheet date.

Available for sale investments are initially recognised at cost and carried at fair value at the balance sheet date. Fair
value of a quoted investment is determined in relation to its market value (current bid prices) at the balance sheet
date. If the market for a financial asset is not active (and for unlisted securities), the Group establishes fair value
by using valuation techniques. Adjustment arising from re-measurement of investment to fair value is recorded in
other comprehensive income and taken to profit and loss account on disposal of investment or when the invest-
ment 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
Group initially chooses to put in this category. A financial asset is classified as held for trading if it is acquired with
the aim of being sold in the short term. Assets in this category are measured continually at fair value, and the
changes in value are recognised directly in the profit and loss account.
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(i) 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 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.

Dividend and appropriation to reserves

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

Leasing

(i) Operating Leases

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

(ii) Finance Leases

Finance leases transfers to the Group substantially all the risks and rewards incidental to ownership of the leased
assets. The minimum lease payments are divided between interest costs and repayment of the outstanding 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 recognised in each period. Variable payments are recognised 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 related
parties are determined using admissible valuation methods, except in extremely rare circumstances where, subject
to approval of the Board of Directors, it is in the interest of the group to do so.

Fair value

The fair value of financial instruments that are actively traded in organised financial markets is determined but
reference to quoted market bid prices at the close of business on the balance 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 organised into operating segments based on their products and services. Each
operating segment has a manager responsible for the operations who periodically reports to the CODM the outcome
of the operating segment’s efforts and its resource requirements. Additional disclosures on each of these segments
are shown in Notes, including the factors used to identify the reportable segments and the measurement basis of
segment information.

Investments
Investments are stated at cost less any impairment losses.
Earnings Per Share

The Company presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing the profit
after tax attributable to ordinary shareholders of the Company by the weighted average number of ordinary
shares outstanding during the period. Diluted EPS is calculated by dividing the profit attributable to ordinary
equity holders of the parent (after adjustment) by the weighted average number of ordinary shares outstand-
ing during the year plus the weighted average number of ordinary shares that would be issued on conversion
of all the dilutive potential ordinary shares into ordinary shares.
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2017

2016
Rupees in ‘000’

5.  PROPERTY PLANT & EQUIPMENT

Net book value of owned assets 5.1 1,841,526 2,100,708
Net book value of leased assets 5.5 107,611 159,177
Capital Work in Progress 5.7 6,961 1,836
1,956,098 2,261,721
5.1 Following is statement of owned assets
2017
cosT DEPRECIATION Met book
As at Additions As at As at Adjustment As at as at
Particulars Julo1, / June 30, Ra:/te Julo1, during the C:ha;gt:::r June 30, June 30,
2016 | (Deletions) | 2017 ° 2016 year v 2017 2017
RupeesIn’'000’
Tangible Assets
Land - freehold 254,229 - 254,229 - - - - - 254,229
Building on free 952,561 - 952,561 5 157,811 - 39,737 197,548 755,013
hold land -
Furniture & 72,960 3,707 75,258 10 16,790 = 5,849 21,774 53,484
fixtures (1,409) (865)
Vehicles 94,087 51,911 98,720 20 52,486 13,189 8914 62,778 35942
(47,278) (11,812)
Computers 1454,007 54990 1495825 20~33 905,734 21,109 153,331 1,068234 427,591
(13,171) (11,939)
Air conditioners 39,700 21,590 61,290 10 8,460 5,393 3,881 17,734 43,556
Office equipment 53,626 5,255 58,737 10 16,623 3,929 20,466 38,2271
(145) (86)
Electric fittings 49,371 - 49,371 10 5,989 - 4,338 10,327 39,044
Generator 41,509 - 41,509 10 14,435 - 2,708 17,143 24,366
Leasehold 40,617 - 40,617 20 11,277 - 18,658 29,936 10,681
improvements
Intangible Assets
Software 885,521 147 885,668 33 647,875 78,443 726,319 159,349
39381 137,600 4,013,785 1,837,480 39,690 319,789 2,172,259 1,841,526
(62,003) (24,702)

The detail for assets disposed off during the year is given in note 5.4.
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cosT DEPRECIATION N‘f/glbuoeo“
. As at Additions As at Rate As at Adju.stment Charge As at as at
Particulars Julo1, !/ Jun 30, 9 Julo1, during the for Jun 30, Jun 30,
2015 (Deletions) 2016 2015 year the year 2016 2016
RupeesIn'000’
Tangible Assets
Land - freehold 254,229 - 254,229 - - - - - 254,229
Building on free 906,663 45,898 952,561 5 117,669 - 40,142 157,811 794,750
hold land
Furniture & fixtures 62,613 10,407 72,960 10 11,049 - 5,761 16,790 56,170
(60) (19)
Vehicles 83,539 85,938 94,087 20 43139 10,586 9,176 52,486 41,601
(75,390) (10415)
Computers 1403218 52,264 1,454,006 20~33 705,247 3578 198,097 905,733 548,273
(1,476) (1189)
Air conditioners 36,478 3,385 39,700 10 5,204 3,338 8,460 31,240
(163) (82)
Office equipment 44,287 9,348 53,627 10 12,985 3,644 16,624 37,003
(8) (5)
Electric fittings 49,371 - 49,371 10 1,169 - 4,820 5,989 43,382
Generator 34137 7372 41,509 10 11,655 - 2,779 14,435 27,074
Leasehold 21,236 19,381 40617 20 4,546 - 6,731 11,277 29,340
improvements
Intangible Assets
Software 885,465 56 885,521 33 530,846 117,030 647875 237646
3,781,236 234,049 3,938,188 1,443,510 14164 391518 1,837,480 2,100,708
(77,097) (11,710)
2017 2016
Rupees in ‘000’
5.2 Depreciation is allocated in the following manner
Cost of revenue 28 245,675 296,741
Administrative expenses 30 74115 94,776
319,790 391,517
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5.3 Leasehold improvements have been fully depreciated in current year by charging accelerated depreciation of
Rs. 12.790 Million.

5.4 The detail of operating assets disposed off during the year are as follows

Cost Accumt_:la'_ced Net Book Sales
Particulars Depreciation | Value | Proceeds | pjode of Disposal Particulars of Purchaser
RupeesIn‘000’
Vehicle 925 633 292 100 Company Policy Ghazal Mirza (Employee)
Vehicle 35,038 6,813 28,225 30,000 Negotiation Riffat Zamani
Vehicle 1,575 499 1,076 1542 Company Policy Sohail Igbal (Employee)
Other items having
net book value of less 24,465 16,756 7,709 4,030 Negotiation Various
than Rs. 50000 each
2017 62,003 24,702 37,302 35,672
2016 77,097 11,708 65,390 65,627
5.5 Following is statement of leased assets
2017
cost DEPRECIATION Net book
bart As at | Additions As at Rate As at Adju.stment Charge for As at v?Luneea;Oat
aricutars J:égg' (Deh;ons) Jﬁﬁiiol * J:égg' durngthe | theyear | =3 2017
year 2017
RupeesIn ‘000’
Vehicles 142,671 40,138 133,960 20 28,364 - 26,082 41,257 92,703
(48,848) (13,189)
Computers 41,066 - 8,908 33 24,383 - 2,955 6,229 2,679
(32,158) (21,109)
Air conditioners 19,140 - - 10 4,541 852 - -
(19,140) (5,393)
Generator 17,045 = 17,045 10 3,457 = 1,359 4816 12,229
219922 40,138 159913 60,745 (39,690) 31,247 52,302 107,611
(100,145)
2016
CcosT DEPRECIATION Net book
- Asat | Additions As at Rate As at Adju_stment Charge for As at VaJ':'s g; at
articulars J;(I)g); (De|e£i0ns) J;8136O, M J;IO?; during the the year Jun 30, 2016'
year 2016
RupeesIn'000°’
Vehicles 80,956 84,196 142,671 20 21,337 - 17603 28364 114,307
(22,481) (10,576)
Computers 46,039 - 41,066 33 20,719 - 7242 24,383 16,683
(4,973) (3578)
Air conditioners 19,140 - 19,140 10 2919 - 1,622 4,541 14,599
Generator 17,045 - 17,045 10 1947 - 1,510 3,457 13,588
163,180 84,196 219,922 46,922 27977 60,745 159,177
(27,454) (14,154)
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2017 2016
Rupees in ‘000

5.6 Amortization is allocated in the following manner

Cost of revenue 28 24,416 21,697
Administrative expenses 30 6,831 6,280
31,247 27977
5.7 Capital work in progress

Capital work in progress 6,961 1,836
6,961 1,836

5.7.1 The movement in capital work-in-progress during the year is as under:
Opening Balance 1,836 23,651
Additions during the year 56,002 53,943

Transfers:

Building - 45,898
Leasehold Improvements - 19,381
Furniture and Fixtures = 3,274
Computers - 214
Office equipments - 689
Generator = 3,680
Air conditioners - 1,297
Vehicles 50,877 1325
(50,877) (75,758)
6,961 1,836

5.7.2 Extension of existing building is completed and transferred to respective heads of property plant and equipment.

During the year borrowing cost amounting to Rs. Nil (2016 : Rs. 0.383 million) has been capitalized using capital-

5.7.3 ization rate of 0% pa (2016 : 4%) in the capital work in progress pertaining to construction of building.

6. INTANGIBLE ASSETS

2017
cosT AMORTISATION Net book
. As at Additions As at Rate As at Charge for As at V?ll.luneeaBSOat
Particulars J;(I)?;, 0 /. June 30, % Jul 01, the year June 30, 2017 d
eletions) 2017 2016 2017
RupeesIn‘000’
In-house Developed Software
NFS Ascent 2,935,038 - 2935038 10 840,125 293,504 1,133,629 1,801,409
NetSol Financial Suite 213,225 - 213,225 10 ~ 20 213,225 - 213,225 -
SMART 137,149 - 137,149 10 96,005 41,144 137,149 -
HMIS 35,146 - 35,146 10 9,079 26,067 35,146 -
Business Intelligence 45,671 = 45,671 10 11,799 33,872 45,671 =
Scoring Model & Risk
Management

3,366,229 - 3,366,229 1,170,233 394,587 1,564,820 1,801,409
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2016
cosT AMORTISATION Net book
b As at Additions As at Rate As at Charge for As at Vajllljs ;Z at
articulars J;(I)f]); (06l /. Jun 30, 9 Jul 01, the year Jun 30, 2016‘
eletions) 2016 2015 2016
RupeesIn’'000’
In-house Developed Software
NFS Ascent 2,935,038 - 2935038 10 546,621 293,504 840,125 2,094,913
NetSol Financial Suite 213,225 - 213225 10~20 213,225 - 213,225 -
SMART 137,149 - 137,149 10 82,290 13,715 96,005 41,1464
HMIS 35,146 - 35,146 10 5,565 3514 9,079 26,067
Business Intelligence 45,671 - 45,671 10 7,231 4,568 11,799 33872
Scoring Model & Risk
Management
3,366,229 - 3,366,229 854,932 315,301 1170233 2,195,996
2017 2016

Rupees in ‘000

6.1 Amortization is allocated in the following manner
Cost of revenue 28 394,587 315,301

6.2 In house developed softwares namely SMART, HMIS & Business Intelligence have been fully amortized in current
year by charging accelerated amortization of Rs. 90.184 Million.

6.3 NetSol Financial Suite has been fully amortized but the company is still generating revenues from its sales.

2017 2016
Rupees in ‘000

LONG TERM INVESTMENTS - at cost
Related parties

WRLD3D Limited (Unquoted company) (Formerly EEGEO Inc.) 7.1 203,685 17,267

203,685 17,267

7.1.1 During the fiscal year 2016, the Company entered into an agreement with WRLD3D Limited (formerly eeGeo, Inc.) a
UK based gaming and 3D mapping Company (a Delware Corporation) to purchase 12.2% investment for $2,777,778
which will be earned over future periods partly by providing IT and enterprise software solutions and partly in cash.
Per agreement, the Company will provide a minimum of $200,000 of services in each three-month period and the
entire balance is required to be provided within three years of the date of the agreement. As of June 30, 2017, the
Company has provided cash and services valued at $1,945,909 (PKR 203,685,000) which is recorded as investment.
Mr. Faizaan Ghauri is the Chief Executive Officer of WRLD3D Limited (formerly eeGeo, Inc.)

7.1.2 In connection with the investment, the Company received a warrant to purchase preferred stock which are exerci-
seable into share of the ‘Next Round Preferred”, only if and when the Next Round Preferred is issued by WRLD3D
Limited (formerly eeGeo, Inc.), in a 'Qualified Financing”. The warrants expire on March 2, 2020.

LONG TERM LOANS TO EMPLOYEES-Unsecured

Considered good

Loan to employees

- to executives 8212 6,984
- to non-executives 1,021 -
Less: current maturity (8,787) (6,984)

446 -
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8.1 Loans are given to employees for their personal needs and deducted from salaries. Maximum balance outstanding
against loans to employees at the end of any month during the year was Rs. 9.233 million (2016: Rs. 11.5 million).

2017 2016
8.2  Reconciliation of the carrying amount of loans to executives Rupees in ‘000’
Balance at the beginning of the year 6,984 3,096
Disbursements during the year 5130 15,938
Received during the year (3.902) (12,050)
Balance at the end of the year 8212 6,984
TRADE DEBTS
Considered good - unsecured 9.2 822,323 1,692,592
Considered doubtful - unsecured 9.3 35,225 48,748
857,548 1,741,340
Less: provision for doubtful debts (35,225) (48,748)
822,323 1,692,592
9.1  Amount receivable from related parties included in trade debts are as under:
TInsurer Limited UK 121,904 256,055
The Innovation Group - UK BPS 20,739 14,834
TInsurer Inc, USA 10,408 223,647
NetSol Technologies (Thailand) Limited 97,439 183,968
NetSol Technologies (Beijing) Company Limited 121,937 163,364
NetSol Australia Pty. Limited 9,475 28,759
381,901 870,627

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

9.3 Thisis 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 48,748 51,850
Provision made during the year 36,194 -
Write offs during the year (49,717) (3,102)
Balance as at June 30 35,225 48,748
9.5 The aging of trade debts at June 30 is as follows:
2017 2016
Rupees in ‘000’ Rupees in ‘000’
Gross Impaired Gross Impaired
Not past due 49,823 - 124,699 -
Past due 1-180 days 448,425 - 1,154,007 -
Past due 181 days -1 year 158,304 - 442,146 -
More than one year 200,996 - 20,488 -
Total 857,548 = 1,741,340 -

Based on the past experience, consideration of financial position, past track records and recoveries, the Group believes that
trade debtors past due up to one year do not require any impairment and no impairment allowance is necessary in respect

of remaining portion of past due over one year.

9.6 The aging of trade debts due from related parties at June 30 is as follows:
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Gross Impaired Gross Impaired
Not past due 38,828 - 67,578 -
Past due 1-180 days 105,067 - 372,583 -
Past due 181 days -1 year 106,084 - 412,450 -
More than one year 131,923 - 18016 -
Total 381,901 = 870,627 -

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.

2017 2016
Rupees in ‘000’

11. LOANS AND ADVANCES - Unsecured

Considered good

Current maturity of loans to employees 8 8,787 6,984

Advances

- to executives 111 111 159

- against expenses 22,725 18,482
31,623 25,625

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. 1.108 million (2016 : Rs. 1.251 million)

12. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Security deposit 5,721 9,580
Prepayments 9,405 16,052
15,126 25,632

13. OTHER RECEIVABLES

Guarantee margin 673 493

Sales Tax Refundable - 687

Other receivable - considered good 131 19,216 43,121
19,889 44,301
131 Other receivable include travel expenses amounting to Rs. 18.5 million (2016: Rs. 7.6 million) to be invoiced to the

customers.
14. DUE FROM RELATED PARTIES

NetSol Connect (Private) Limited 13,219 6,232
NetSol Technologies Limited Inc 3,691 -
NetSol Technologies (Beijing) Limited 2,836 13,836

19,746 20,068

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

14.2 The maximum aggregate amount outstanding due to related party at the end of any month during the period was
Rs.178.656 million (2016 : Rs.215.08 million).

15. TAXATION - NET

Tax receivable as at 1 July 32,837 36,618
Tax payments 13,128 16,294
Tax adjustments 11,912 -
Provision for taxation (6,857) (20,075)

51,020 32,837
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16. CASH AND BANK BALANCES 2017 2016
With banks Rupees in ‘000’
Saving accounts 16.1 882,440 257,896
Current accounts 88,326 47
Foreign currency current account 97,958 64,317
1,068,724 322,260
In hand 2,180 4,642
1,070,904 326,902
16.1 The balances in savings accounts bear mark up at 3% to 4.5% per annum. (2016 : 4% to 4.5% per annum)
17. SHARE CAPITAL
17.1 Authorised share capital
2017 2016 2017 2016
Number of shares Rupees in ‘000
150,000,000 150,000,000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
17.2 Issued, subscribed & paid-up capital
42,485,191 42,003,691 Ordinary Shares of Rs. 10 each fully paid in cash 424,852 420,037
47,150,732 47150732 Qrdinary Shares of Rs. 10 each issued as fully paid bonus 471,507 471,507
shares
89,635,923 89,154,423 896,359 891,544
17.3 Reconciliation of number of shares issued, subscribed & paid-up
Number of shares outstanding as at July 1 89,154,423 89,046,423
Ordinary Shares of Rs. 10 issued against options exercised 481,500 108,000
Number of shares outstanding as at June 30 89,635923 89,154,423

17.4  Owners of ordinary shares of the holding company are entitled to distributions approved by the holding Company,
and the shareholding entitles the owners to vote at the general meetings, with one vote per share. All shares have

the same right to holding Company's remaining net assets.

17.5 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 18.1.1

17.6  NetSol Technologies Inc. 24025, Park Sorrento, Suite 410, Calabasas CA 91302, is the parent company holding 66.20% (2016

:66.56%) of issued capital of the Company.

17.7 The holding Company is not subject to any externally imposed capital requirements for the financial years 2016 and 2017.

18. RESERVES

Capital reserve

Premium on issue of ordinary shares 302,579 298,777

Revenue reserve
Un - appropriated profit 4,569,812 4,418,123
Employee share option compensation reserve 181 75,549 1,607
4,947,940 4,718,507

18.1 EMPLOYEE SHARE OPTION COMPENSATION RESERVE

Balance at the beginning of the period 1,607 1,767
Options lapsed due to employee resignation (579) -
Amount transferred to Capital reserve on exercise of options (711) (160)
Contribution of parent on account of employee share options 75,232 -
Balance at the end of the period 75,549 1,607
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18.1.1 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 became exercisable after completion of
eighty four months from the grant date. The options will lapse after 10 years of grant date, if not exercised.

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

Per option fair value at the grant date

Average 30 days per share price preceding the date of grant

Exercise price per option

Annual volatility

4,350,000
Rs. 1.48
Rs. 26.80
Rs. 16.42
64.82%

2017

2016

Number of Options

Options outstanding at the beginning of the year
Options issued during the year
Options lapsed during the year

Options exercised during the year

1,088,000 1,196,000

(392,000) -
(481,500) (108,000)

Options outstanding at the end of the year

214,500 1,088,000

19. LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Present value of minimum lease payments 52,835 84,725
Current portion of obligations shown under current liabilities (28,298) (43,981)
24,537 40,744

Present value of minimum lease payments have been discounted at an implicit interest rate ranging between 7.6 % to 11%(2016:8
% to 11.67%) 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:

2017
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 31,372 3,076 28,297
Later than one year but not later than five years 25943 1,408 24,536
57,316 4,483 52,832
2016
Minimum Future Present Value
Lease Finance of Lease
Payment Charges Liability
Not later than one year 49,208 5,227 43,981
Later than one year but not later than five years 43,493 2,750 40,743
92,701 7977 84,724
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2017 2016
Rupees in ‘000’

20. DEFERRED INCOME

Opening balance - 10
Addition during the period - -

= 10
Amortized during the period - (10)

Un amortized gain on sale and lease back transaction - -

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.

2017 2016
21. LONG TERM ADVANCES Rupees in '000’
Long term advances 21,000 11,597
Less: Current portion (15,691) (2,660)
5,309 8937

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 to them.

22, TRADE AND OTHER PAYABLES

Creditors 41,072 53,523
Accrued liabilities 214,207 217,868
Interest accrued - secured 12,200 4,602
Due to related party 221 102,123 138,422
Withholding tax 51,440 31,423
Provident fund payable 13,718 32,488
Unclaimed dividend 5,426 2,339
Other payables 2,056 1,823
Sales tax payable 1,226 -

443,468 482,488

22.1 Due to related party

Parent

NetSol Technologies Inc. 101,355 134,936
Associated

NetSol Technologies Europe Ltd 768 3,486

102,123 138422

2211 This relates to normal course of business of the Group and is interest free.

2212 The maximum aggregate amount outstanding due to related party at the end of any month during the period
was Rs. 439.520 (2016: Rs. 497.390 million)

23. 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. 0.510 million (2016 : 2.032 million) against NetSol Technologies Australia Pty. Limited.
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2017 2016

24, SHORT TERM BORROWINGS Rupees in ‘000’

Export refinance - secured 241 1,000,000 400,000
Loan from related party 24.2 113,713 114,561

1,113,713 514,561

24.1

EXPORT REFINANCE - SECURED

Askari Bank Limited - ERF 24.1.1 500,000 400,000
Samba Bank Limited - ERF 24.1.2 200,000 -
Samba Bank Limited - LAPC 24.1.2 300,000 -

1,000,000 400,000

25.

24111

24112

24113

26104

24115

24121

24122

24123

24.2

The facility for export refinance (ERF) is available from Askari Bank Limited amounting upto Rs 500 million
(2016 : Rs 400 million), availed Rs. 500 million (2016 : 400 million) It carries mark-up of State Bank Refinance
Rate+1% per annum (2016 : State Bank Refinance Rate+1% per annum). The interest rate charged was 3% (2016
: 4.5 to 6%) for the fiscal year 2017. The due balance is payable bi-annually.

A facility for issuance of guarantees (LG) is available from Askari Bank Limited upto Rs. 100 million (2016 : Rs.
100 million), availed Rs. 7.977 million. (2016 : Rs. 7.062 million)

A sublimit of LG is available from Askari Bank Limited for corporate credit cards upto Rs. 6 million (2016 : Rs.
4 million)

The company has a running finance facility from Askari Bank Limited as a sublimit to LG facility upto Rs. 75
million (2016 : 75 million) for working capital requirement. As at June 30, 2017 there is no balance outstanding
against this facility. It carries markup at the rate of 3 month Kibor + 2%. (2016 : 3 month Kibor + 2%)

The facilities from Askari Bank Limited are secured by way of charge over the Company's all present and future
current assets amounting to Rs. 767 million including first charge of Rs. 536 million, 1st Pari Passu charge of
Rs. 98 million and ranking charge of Rs. 133 million (2016: Rs. 634 million) and charge of Rs. 767 million over
fixed assets of the company, including 1st Pari Passu charge of Rs. 680 million and Ranking charge of Rs.
86.67 million. (2016: Rs. 680 million).

The facilities from Askari bank are secured by way of 1st equitable mortgage over 9 Kanal, 2 Kanal and 16
Marla properties, all located at Ghazi road, Lahore Cantt.

The facility for export refinance (ERF) is available from SAMBA Bank Limited amounting upto Rs 500 million (2016 :
Nil), availed Rs. 200 million (2016 : Nil) It carries mark-up at State Bank Refinance Rate + 1% per annum (2016 : Nil).
Interest rate charged was 3% (2016 : Nil) for the fiscal year 2017. The due balance is payable bi-annually.

The facility for export refinance (LAPC) is available from SAMBA Bank Limited amounting upto Rs 500 million
(2016 : Nil), availed Rs. 300 million (2016 : Nil). This is a sublimit of ERF. It carries markup at the rate of 3 month
Kibor + 2%. (2016 : Nil). The due balance is payable bi-annually.

The facilities from SAMBA bank limited are secured by way of ranking charge over Company's all present and future
current assets amounting to Rs. 667 million (2016: Nil) and ranking charge of Rs. 667 million over fixed assets of the
company (2016: Nil). These charges will be upgraded to 1st Pari Passu charge in the coming quarter.

The facilities from SAMBA bank are secured by way of 2nd ranking equitable mortgage over 9 Kanal, 2 Kanal and 16
Marla properties, all located at Ghazi road, Lahore Cantt.

This represent short term interest free loan of USD 1,086,254 (2016: US$ 1,086,254) from the holding company.

CURRENT PORTION OF LONG TERM LIABILITIES

Current portion of lease liability 19 28,298 43,981
Current portion of long term advances 21 15,691 2,660

43,989 46,641
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26. CONTINGENCIES & COMMITMENTS

26.1 Contingencies

2611 Mr. Ahsan Zubair, ex-employee of the Company has filed a case for recovery of damages for malicious pros-
ecution before the civil court, Lahore and has sought the damages to the tune of PKR 500 million. The case
was filed after the complaint filed by NetSol pertaining to use of NetSol's IP without authority by a company
formed by Mr. Ahsan Zubair and his partner who was also an ex-employee of the Company. Keeping in view
the facts and circumstances of the case, including the nature of evidence of the plaintiff and the laws applica-
ble, it can safely be inferred that, on merits, no case for damages is made out. This is also endorsed by the fact
that case is barred by the laws relating to limitation as it has been filed by some two years beyond prescribed
time. Moreover none of the ingredients forming basis for allowing a case of malicious prosecution are attract-
ed. Therefore, on the facts of the case, there appears to be no chances of the case being allowed and there is
no likelihood of this case having any adverse financial impact on the Company.

2612 While disposing off a show cause notice issued by FBR under section 161 of the Income Tax Ordinance, 2001
for the tax year 2015, the assessing authority, in its judgement dated 26-07-2016 contended and considered
the commission paid to a non-resident as fee for technical services and imposed a tax of Rs. 1,516,535 u/s
152 of the Income Tax Ordinance, 2001. The company filed an appeal u/s 127 of the said Ordinance before the
Commissioner Inland Revenue (Appeals), Lahore on the grounds that amount paid to non resident is in respect
of commission and cannot be considered fee for technical services, hence exempt from tax. The decision is
currently pending with the competent authority. The company is confident that final outcome will be in its
favour and accordingly no provision has been made in these financial statements in this respect.

26.2 Commitments

26.2.1 The Company has issued worth Rs. 7.977 million (2016: 7.062 million) bank guarantees and bid bonds to LESCO
and various customers against sale of software and allied services.

26.2.2 The subsidiary shallindemnify Innovation Group (EMEA) Limited up to £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.

2017 2016
27. REVENUE - NET Note Rupees in ‘000’
Export Revenue
License 1,235,983 430,422
Services 2,464,503 2,872,238
Maintenance 806,990 738,790
AT 4,041,450
Local Revenue
Services 3,053 27,470
Maintenance 10,543 10,505
13,596 37,975
Sales tax (1,875) (5.238)

4,519,197 4,074,187
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2017 2016
Note Rupees in ‘000"
28. COST OF REVENUE

Salaries & benefits 28.1 1934948 1611144
Consultancy charges 76,304 77819
Hardware and other material cost 1,899 9,461
Software licences 543 6,867
Staff training 4,695 7,002
Rent, rates & taxes 12,137 10,805
Travelling & conveyance 127,381 127,895
Communication 39,328 39,906
Utilities 28,041 35,207
Printing & stationery 2,637 4,819
Entertainment 50,171 60,353
Insurance 2,609 2,156
Vehicle running & maintenance 32926 22519
Repair & maintenance 81,284 55,024
Fee & subscription 5274 4,383
Depreciation 5.2 245,675 296,741
Amortization of leased assets 5.5 24,416 21,697
Amortization of intangible assets 6.1 394,587 315,301
3,064,855 2,709,099

28.1. Salaries and benefits include Rs. 74.706 million (2016 : Rs. 80.981 million ) in respect of retirement benefits.

29. SELLING AND PROMOTION EXPENSES
Salaries & benefits 291 196,408 122,661
Staff training 17 -
Rent, rates & taxes 15,022 12,850
Travelling and conveyance 44,178 29313
Communication 2,085 1,805
Utilities 1,061 1,105
Printing & stationery 898 536
Entertainment 2,803 2,221
Insurance 1525 534
Vehicle running expenses 4,619 3,069
Repairs and maintenance 1,956 7210
Commission on sales 145,064 69,071
Tender money - 158
Sale promotional expenses 27,068 9,542
442,704 260,075
29.1 Salaries and benefits include Rs. 2.806 million (2015 : Rs. 2.312 million ) in respect of retirement benefits.
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2017 2016
30. ADMINISTRATIVE EXPENSES Note Rupees in ‘000’
Salaries and benefits 30.1 337,699 295,056
Staff training 155 540
Rent, rates and taxes 22,087 15,971
Travelling and conveyance 31,610 18117
Communication & postage 9,823 6815
Printing and stationery 1,439 1,715
Utilities 14,533 13,979
Entertainment 32,320 31,253
Insurance 3,887 3,498
Advertisement 384 1,698
Vehicle running expenses 7314 15,669
Repairs and maintenance 33,800 65,252
Legal and professional charges 5,498 7,609
Auditors remuneration 30.2 4,600 4,625
News papers & periodicals 141 312
Office supplies 5,877 6,983
Charity & donation 30.3 27,354 22,020
Fee & subscription 4,987 8,493
Miscellaneous expenses 150 150
Research and development cost 41,203 48,465
Bad debts - 2,335
Provision for doubtful debts 36,194 -
Depreciation 5.2 74115 94,776
Amortization of leased assets 5.6 6,831 6,280
702,001 671,411
30.1 Salaries and benefits include Rs. 9.266 million (2016 : Rs. 10.038 million ) in respect of retirement benefits.
30.2 Auditors remuneration
Audit fee 2,500 2,200
Certifications of group reporting 900 1,100
Professional services 550 675
Out-of-pocket expenses 650 650
4,600 4,625
30.3 Charity & donation
Interest of the Directors or their spouses in the donations made during the year is as follows:
Name of Donee and address :\rl‘at:;:;;f interested directors and nature of
Sh;hid Javed Burki Institute of Public Shahid Javed Burki - Chairman Member Board 10462 6625
Policy at NETSOL of Directors ! '
?5\/\?;&2:22? Block, New Garden Salim Ghauri - Member Board of Directors
31. OTHER OPERATING EXPENSES
Loss on disposal of assets 1,630 18
Loss on foreign currency translation = 76,112

1,630 76,130
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2017 2016
Note Rupees in ‘000’
32. OTHER INCOME
Income from financial assets
Profit on bank deposits 11,599 10,014
Profit on short term investment 3,621 1.719
Mark up on loans 758 90
15,978 11,823
Income from non-financial assets
Gain on foreign currency translation 34,874 -
Gain on disposal of assets - 336
Amortization of deferred revenue - 10
Rental income 900 1,500
35,774 1,846
51,752 13,669
33. FINANCE COST
Lease finance charges 6,213 6,424
Interest on loans 23,644 16,338
Lease documentation charges 21 55
Bank charges 1,408 1174
31,286 23,991
34. TAXATION
Income of the group from export of computer software and its related services developed in Pakistan is exempt from tax up to 2019
provided that eighty per cent of the export proceeds is brought into Pakistan in foreign exchange remitted from outside Pakistan
through normal banking channels as per clause 133 of part 1 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.
Reconciliation of income tax expense for the year
Accounting Profit 328,473 347,150
Enacted tax rate 31% 32%
Tax on accounting profit at enacted rate 101,827 111,088
Tax effect on income exempt from tax (26,493) (68851)
Tax effect of income taxed at different rates (41,609) (22,162)
Prior year adjustment 1,272
International taxation effect 8,082 18,105
43,079 38,180
The Group has made the provision for taxation based on its understanding of the tax laws and regulations and on the basis
of advice from its tax consultant. These provisions may require change in case these laws and regulations are interpreted
differently by tax authorities and the Group's appeals are not accepted at various forums.
35. EARNINGS PER SHARE

Basic

Profit after taxation for the period 196,311 129,778
Average number of ordinary shares in issue during the period 35.1 89,362 89,088
Basic - In Rupees 2.20 1.46
Diluted

Profit after taxation for the period 196,311 129,778
Average number of ordinary shares in issue during the period 35.2 89,946 89,865
Diluted - In Rupee 2.18 1.44
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35.1 Weighted average number of ordinary shares (basic) 2017 2016
Rupees in '000’

Issued ordinary shares as at July 1 89,154 89,046
Effect of bonus shares issued - -
Weighted average of shares issued during the year 208 42
Weighted average number of ordinary shares (basic) as at June 30 89,362 89,088
35.2 Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares (basic) 35.1 89,362 89,088
Effect of exercise of share options 584 777
Weighted average number of ordinary shares (diluted) as at June 30 89,946 89,865

36.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

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

Chief Executive Directors Executives
2017 2016 2017 2016 2017 2016
Rupees in ‘000’

Managerial remuneration 6,400 6,400 4,000 4,000 1,215,488 1,139,405
Retirement benefits 416 640.00 260 400 61,597 67,586
Rent and house maintenance 2,560 2,560 1,600 1,600 486,194 455,762
Utilities 640 640 400 400 121,549 113941
Medical expenses 2,303 320 621 200 53,894 56,970
Commission - - - - 13,769 -
Total 12,319 10,560 6,881 6,600 1,952,492 1,833,664
No. of Persons 1 1 1 1 1,265 1,309

37.

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

During the current year, CEO, CFO and certain executives of the company excersised stock options under employee stock op-
tion scheme according to which 481,500 shares (2016: 108,000) were allotted to them respectively.

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.

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 requirements
of the business.

The Group monitors capital on the basis of the gearing ratio. The ratio is calculated as follows:

2017 2016
Rupees in ‘000"
Total debt 37.1 1,182,239 601,946
Less : Cash and cash equivalents (1,070,904) (326,902)
Net debt 111,335 275,044
Total equity 37.2 6,007,350 5,896,011

Gearing ratio (In percentage) 2% 5%
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37.1  The total debtincludes the long term financing, liabilities against assets subject to finance lease, short term borrow-
ing and current portion of long term financing.

37.2 The total equity includes all the capital and reserves of the Company.

38. TRANSACTION WITH RELATED PARTIES
Related parties comprise of holding company, associated undertakings, directors of the Company, key employees and staff
retirement fund. The Group in the normal course of business carries out transactions with various related parties. Amounts
due from and to related parties are shown under receivables and payables. Parent, subsidiary and associated undertakings
also have some common directorship.
Details of transactions with related parties, other than those which have been specifically disclosed elsewhere in theses
financial statements are as follows.
manc ’ " 2017 2016
Rupees in ‘000’
Relationship with the Group Nature of transactions
(i)  Associated undertaking Rental Income 900 1,500
Provision of services 989,289 1,340,284
Purchase of services 19,233 21,218
(ii) Key Management Personnels Commission paid to Key Management Personnel 30,869 2129
(iii) Post Employment benefit Contribution to defined
contribution plan 86,779 93,331
(iv)  There are no transactions with any key management personnel other than under the terms of employment.
39. 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 com-
pletely 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 exposure towards
the customers and makes provision against those balances considered doubtful of recovery. Credit risk of the Group arises
principally from the trade debts, loans and advances, trade deposits and other receivables. The carrying amount of financial
assets represents the maximum credit exposure. The maximum exposure to credit risk at the reporting date is as follows:
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2017 2016
Rupees in ‘000’

Financial Assets

Trade debts 39.1 857,548 1,741,340
Loans and advances 8898 7143
Security deposits 5,721 7,980
Other receivables 19,889 43121
Due from related parties 19,746 20,068
Bank balances 39.2 1,068,724 322,260

1,980,526 2141912

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

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

Rating Rating

Short term Short term Agency Agency

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

(b) Liquidity risk

Liquidity risk reflects an enterprise’s inability in raising funds to meet commitments. The Group’s exposure to liquidity 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:

2017

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 52,832 57,316 31,372 25,943 -
Long term advances - 21,000 15,691 5,309 -
Trade and other payables 443,468 443,468 443,468 - -
Short-term borrowings 1,113,713 1,169,663 1,169,663 - -

1,610,013 1,691,447 1,660,195 31,252 =
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2016

Carrying  Contractual Oneyear Two to More than
amount  cash flows or less five years  five years

Rupees in ‘000’

Non-derivative

financial liabilities

Finance lease liability 84,724 92,701 49,208 43,493 -

Long term advances 11,597 11,597 2,660 8937 -

Trade and other payables 482,488 482,488 482,488 -

Short-term borrowings 514,561 537,716 537,716 - -
1,093,370 1124502 1,072,072 52,430 -

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:

2017 2016
Rupees in ‘000

Financial assets

Bank balances 882,440 257,896
Financial Liabilities

Finance lease liability 52,835 84,725
Long term loan = -
Short-term borrowings 1,113,713 514,561

1,166,548 599,286

Sensitivity analysis

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

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

100 bps increase will result in decrease in profit by 3,429 2,706
100 bps decrease will result in increase in profit by 3,429 2,706
(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.



ANNUAL
REPORT
20171123

Sensitivity analysis

The following analysis demonstrates the impact of a 5% strengthening/weakening of the Pak Rupee against other
currencies which include UK, US$, AUS$, RMB¥, THB & UAED 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 2016.

2017 2016
Rupees in ‘000’

Impact on Profit and loss account (net of tax)

As at 30 June

Strengthening 1,069,356 605,689

Weakening (1,069,356)  (605,689)
(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.
39.3 Financial Instruments By Category

Financial Assets at amortised cost

Trade debts 822323 1,692,592
Loans and advances 32,069 7143
Security deposits 5,721 7,980
Other receivables 19,889 43,121
Due from related parties 19,746 20,068
Cash and Bank balances 1,070,904 326,902
Other Financial Assets at Cost

Long Term Investments 203,685 17,267

2,174,337 2,115,073

Financial liabilities at amortised cost

Finance lease liability 52,835 84,724
Long term advances 21,000 11,597
Trade and other payables 443,468 482,488
Short-term borrowings 1,113,713 514,561

1,631,016 1,093,370

40.

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:
2017 2016
(Unaudited) (Audited)
Rupees in ‘000

Size of the fund - Total Assets 565,326 476,260
Cost of investment made 473,285 373,438
Percentage of investment as size of fund 88.2% 82.6%

Fair value of investments 498,776 393,259
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40.1 The breakup of fair value of investments is
2017 2016

Percentage of Investments Percentage of

investment as . investment as
Rupees in ‘000

Investments
Rupees in ‘000

size of fund size of fund
Bank Balances 369,646 65.4% 301,528 63.3%
Mutual Funds 7.885 1.4% 20,975 4.4%
Other 121,245 21.4% 70,756 14.9%
498,776 88.2% 393,259 82.6%

40.2 Theinvestments 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.

41. NUMBER OF EMPLOYEES
The total average number of employees during the year and as at June 30, 2017 and 2016 respectively as follows:
2017 2016
No of Employees
Average number of employees during the year 1,369 1,367
Number of employees as at year end 1,259 1,408
42, SEGMENT REPORTING

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

The Group measures the performance of its operating segments through a measure of segment's gross profit or loss
referred to as segment results. Segment results are determined by deducting directly attributable segment expenses
from segment revenues. The accounting policies of the reportable segments are the same as that of the Group's ac-
counting 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 prod-
ucts and services are provided.

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

Reportable Segments

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

(i) Global Leasing and Financial Solutions (NFS)

The Group is primarily engaged in the selling of licences of its state-of-the-art NetSol Financial Suit (NFS), its custo-
misation and maintenance. This segment mainly operates in Asia Pacific region.
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The Group globally offers a full range of Information Security services and software Services and Solutions to help
companies safeguard the confidentiality, veracity, and accessibility of information regarding their valuable assets.

(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.

43, SEGMENT REVENUES AND RESULTS
Following is an analysis of the Group's revenue and results by reportable segment.
2017
NFS IS & SSS BPO Total
Rupees in ‘000’
Revenue - net
External sales
Licence 1,235,982 - - 1,235,982
Services 1,633,992 2,632 830,512 2,467,136
Maintenance 806,991 9,088 - 816,079
Inter-segment sales -
Total revenue 3,676,965 11,720 830,512 4,519,197
Cost of revenue (2,365211) (173,694)  (525,950) (3,064,855)
Segment results 1,311,754  (161,974) 304,562 1,454,342
Unallocated corporate expenses:
Selling and promotion expenses (442,704)
Administrative expenses (702,001)
Other operating expenses (1,630)
Other income 51,752
Finance cost (31,286)
Taxation (43,079)
Profit after taxation 285,394
Depreciation & amortisation 520,261 116,036 28,382 664,679
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2016

NFS IS & SSS BPO Total
Rupees in ‘000"

Revenue - net

External sales

Licence 430,422 - - 430,422
Services 1,884,779 22,234 987,457 2,894,470
Maintenance 738,790 10,505 - 749,295
Inter-segment sales -
Total revenue 3,053,991 32,739 987,457 - 4074187
Cost of revenue (2072617)  (143351)  (493131) (2,709,099)
Segment results 981,374 (110612) 494,326 - 1,365,088
Unallocated corporate expenses:
Selling and promotion expenses (260,075)
Administrative expenses (671,411)
Other operating expenses (76,130)
Other income 13,669
Finance cost (23,991)
Taxation (38,180)
Profit after taxation 308970
Depreciation & amortisation 568,964 30,196 34,569 633,737
*Key
NFS = NetSol Financial Solutions IS = Information Security and other services

BPO = Business Process Outsourcing SSS = Software Services and Solutions



44,

ANNUAL

REPORT
20171127
43,1 Revenue by geographic regions
The revenue is generated from clients in following geographical regions:
. . - Australia
Pakistan Asia Pacific & USA UK Others Total
Rupees in ‘000
Year ended 2017 11,721 2,874,549 725,083 569,690 338156 4,519,199
Year ended 2016 32,737 2,657,392 634,210 700,135 49,712 4,074,187

Asia Pacific includes: China, Thailand, Japan, Taiwan & Korea; Australia & USA includes Australia, New Zealand
& USA; Others include Middle East and South Africa

43.2 Revenue from major customers
The revenue from major customer during the year was Rs. 1,498 million (2016 : 462 million).
42.3 Non current assets
Net book value of non-current assets held in foreign countries is Rs. 3.82 million (2016 : Rs. 4.73 million).

CORRESPONDING FIGURES 2017 2016
Rupees in ‘000’

45,

46.

47.

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

Long term deposits 12. Trade deposits & short term prepayments 1,600 1,600

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on September 22, 2017 by the Board of Directors.
NON ADJUSTING EVENT AFTER BALANCE SHEET DATE

The Board of Directors in their meeting held on September 22, 2017 have recommended a final cash dividend of
14.5% (2016: 5%) i.e., Rs. 1.45 per share (2016: Rs. 0.5 per share). The above recommendations of cash dividend
are subject to the approval of the members at the Annual General Meeting to be held on October 24, 2017. These
financial statements do not include the effect of the above recommendations and they will be accounted for in
the period in which they are approved by the members.

FIGURES

Figures have been rounded off to the nearest thousand rupee unless otherwise stated.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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NOTICE OF
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the 21st Annual General Meeting of the shareholders of NetSol Technologies Limited will be
held on Tuesday October 24, 2017 at 11:.00 AM at the Registered Office of the the Company situated at NetSol IT Village (Soft-
ware Technology Park) Lahore Ring Road, Ghazi Road Interchange, Lahaore Cantt, to transact the following business:

Ordinary Business

1.

Toreceive, consider and adopt the Reports of Directors, Chairman and Auditors together with Audited Annual Separate and Con-
solidated Financial Statements for the year ended 30 June 2017.

To approve the payment of cash dividend of Rs. 1.45 per share (i.e, 14.5%) as recommended by the board of directors.

To appoint auditors and fix their remuneration.

Special Business

4. To consider and if thought fit, pass the following Special Resolution with or without modification under Section 199 of the Com-
panies Act, 2017 for investment in associated company:
RESOLVED THAT:
"The approval of the members of NetSol Technologies Limited (the "Company”) be and is hereby accorded in terms of Section
199 of the Companies Act, 2017 for investment of upto Rs. 50 million in the form of revolving credit to M/s. NetSol-Innavation
(Pvt) Limited, an assaciated company for a period of one (01) year from the date of passing of this resolution at the mark up rate
of Six months KIBOR +1% an the daily product basis on the outstanding amount of advance and as per other terms and condi-
tions of the agreement in writing and as disclosed to the members!’
RESOLVED FURTHER THAT:
"The Chief Executive Officer and the Company Secretary be are hereby jointly and/or severally authorized to complete all neces-
sary corporate and legal formalities and to do all necessary deeds, acts and things as may be deemed necessary to give effect
to the above mentioned resolution and to sign the agreements and other documents and file all necessary documents with the
Securities & Exchange Commission of Pakistan!
A statement of material facts under Section 134(3) of the Companies Act, 2017 relating to the above matters mentioned in item
No.4 is annexed.
By Order of the Board
Boo-Ali Siddiqui
Company Secretary
Lahore
October 03, 2017

NOTE:

1. Share transfer books of the Company will remain closed from Octaober 18, 2017 to October 24, 2017 (both days inclusive). Physical /
CDC transfers received in order at the Shares Registrar, M/s Vision Consulting Ltd, 3-C, LDA Flats, Lawrence Road, Lahore Tel: (92 42)
36283096, 36283097 and Fax: (+92 42) 36312550 by the close of business on October 17, 2017 will be treated in time for determin-
ing the entitlerment of cash dividend to the transferees and to attend and vote at the meeting,

2. Shareholders are requested to notify the change of addresses, if any.
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Amember entitled to attend and vote at the general meeting may appoint another member as his/her proxy to attend and vote on his/
her behalf. In arder 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.

CDC account halders will further have to follow the under mentioned guidelines as laid down by the Securities and Exchange Commis-
sion of Pakistan:

For Attending the Meeting:

a)  Incase of individuals, the account halder or sub-account holder and/or the persons whase 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,

b)  Incase 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.

For Appointing Proxies:

a)  Incase of individuals, the account holder or sub-account holder and/or persons whase 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.

b)  The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be mentioned on the form.

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

d)  The proxy shall praduce his/ her ariginal CNIC or original passport at the time of the meeting.

e)  Incase 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 corporate entity shall be submitted (unless it has been provided earlier) along with proxy
form to the Company.

CNIC & Zakat

a)  Members are requested to submit a copy of the Computerized National Identity Card (CNIC) to update our records. In case of
non-submission of CNIC (copy), all future dividend warrants may by withheld.

b)  Members are requested to submit declaration as per Zakat & Ushr Ordinance 1980 for zakat exemption and to advise change in
address, ifany.

E-DIVIDENDS

As per Section 242 of the Companies Act, 2017, in case of a public listed company, any dividend payable in cash shall only be paid
through electronic mode directly into the bank account designated by the entitled shareholders. Therefore, through this notice, all share-
holders are requested to update their bank account details in the Central Depository System through respective participants and in case
of physical shares, to provide bank account details to our Share Registrar, M/s Vision Consulting Ltd. E-Dividend form is provided in the
annual report and also available on the website of the Company, www.netsolpk.com

Please note that after Octaber 31, 2017 all cash dividends, declared by the Company, will only be remitted to designated bank accounts
and not atherwise, so please ensure an early update of your particulars to avoid any inconvenience in future.

Unclaimed Dividends & Bonus Shares

Sharehalders, who by any reason, could not claim their dividend or bonus shares or did not collect their physical shares, are advised to
contact our Share Registrar M/s Vision Consulting Ltd, to collect/enquire about their unclaimed dividend or pending shares, if any.

Please naote that in compliance with Section 244 of the Companies Act, 2017, after having completed the stipulated procedure, all div-
idends unclaimed for a period of three years from the date due and payable shall be deposited to the credit of the Federal Government
and in case of shares, shall be delivered to the Securities and Exchange Commission of Pakistan.

Deduction of Income Tax from Dividend at Revised Rates
i) The Government of Pakistan through Finance Act, 2017 has made certain amendments in Section 150 of the Income Tax

Ordinance, 200 Twhereby different rates are prescribed for deduction of withholding tax on the amaount of dividend paid by the
companies. These tax rates are as under:

S. No. Nature of Shareholders Rate of deduction
1 Filers 15.0%
2 Non-Filers 20.0%

Toenable the Company to make tax deduction on the amount of cash dividend (@ 15% instead of 20%, all the shareholders whose
names are not entered into the Active Tax payers List (ATL) provided on the website of FBR, despite the fact that they are filers,

are advised to make sure that their names are entered into ATL on or befare the date of approval of cash dividend at the Annual
General Meeting of October 24, 2017 otherwise tax on their cash dividend will be deducted (@ 20% instead at (@ 15%.
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9.

i) Forany query/problem/information, the investors may contact the Company and /or the Share Registrar at the following phone
Numbers, email address:

The Manager Shares

M/s Vision Consulting Ltd,

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

Fax: (+92 42) 36312550

E-mail: shares(@vcl.com.pk

iiil)  The corporate shareholders having CDC accounts are required to have their National Tax Number (NTN) updated with their respec-
tive participants, whereas corporate members having physical shares should send a copy of their NTN certificate to the company
or its Share Registrar i.e. M/s \lision Consulting Ltd. The shareholders while sending NTN or NTN certificates, as the case may be,
must quote company name their respective falio numbers.

In the case of shares registered in the name of two or more shareholders, each joint-holder is to be treated individually as either
afiler or non-filer and tax will be deducted by company accordingly on the basis of sharehalding of each joint-holder as may be
notified to the Company in writing. The  joint-holders are, therefore, requested to submit their shareholdings otherwise each joint
holder shall be presumed to have an equal number of shares.

Dissemination of Annual Audited Accounts and Notice of Annual General Meeting

The Company has placed the Audited Annual Separate and Consolidated Financial Statements for the year ended June 30, 2017 along
with Auditors' and Directors’ Reports thereon on company's website i.e. http:/www.netsolpk.com/investar-information/ at least twenty
one (21) days prior to the date of the Annual General Meeting,

Further, in accordance with SRO 470(1)/2016 dated May 31, 2016, through which SECP has allowed companies to circulate the annual
audited accounts to its members through CD/DVD/USB instead of transmitting the hard copies at their registered addresses, subject to
the consent of shareholders and compliance with certain other conditions, the Company has obtained shareholder's approval in its An-
nual General Meeting held on October 25, 2016. Accordingly, annual audited accounts of the Company for the year ended June 30, 2017
are being dispatched to the shareholders through CD. The shareholders may request a hard copy of annual audited accounts, which shall
be provided free of cost within seven days of receipt of such request.

Further, in terms of SRO No. 787(1)/2014 dated September 8, 2014, shareholders can also opt to obtain annual balance sheet and profit
andloss accounts, auditors' report and directors' report etc, along with the Notice of the Annual General Meeting through emall. For this
purpose, we hereby give you the opportunity to send us your written request along with your valid email ID to provide you the same via

emal.

For the convenience of shareholders, a Standard Request Form (for the provision of had copies of the annual reports) is enclosed and
also avallable at the company's website. i.e. wwwi.netsolpk.com

10. Video Conference Facility

The Company shall provide video conference facllity to its members for attending the Annual General Meeting, at places other than the
town in which the Annual General Meeting is taking place, after considering the geographical dispersal of its members: provided that if
members, collectively holding 10% or mare shareholding residing at a geographical location, provide their consent to participate in the
meeting through video conference at least 7 days prior to date of the meeting, the Company shall arrange video conference facility in
that city subject to availability of such facility in that city.

The Company will intimate members regarding venue of videoconference facility at least 5 days befare the date of General Meeting
along complete information necessary to enable them to access the facllity.

In this regard, please fill the following form and submit to the registered address of the Company 10 days before holding of the Annual
General Meeting;

o -
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STATEMENT OF MATERIAL FACTS UNDER SECTION 134(3) OF THE COMPANIES ACT, 2017 REGARDING SPECIAL BUSINESS

This statement is annexed to the Notice of Annual General Meeting of NetSol Technologies Limited to be held on October 24,
2017 at which a resolution U/S 199 of the Companies Act, 2017 is to be transacted, and the purpose of this statement is to set
out all material facts concerning such special business in accordance with Section 134(3) of the Companies Act, 2017.

Shareholders of the Company, in their meeting held on October 23, 2012, had approved renewal of the advance facility to

the subsidiary company, NetSol Innovation (Pvt) Limited, upto PKR 50 million to another five years. Advance was given to the
subsidiary company on need basis and the amounts so advanced have been fully repaid. The Board of Directors in their meeting
held on September 22, 2017 has recommended renewal of the facility of PKR 50 million at terms and conditions given hereun-
der.

The directors of the Company certify / undertake that the investment is being made after due diligence and financial health of
the borrowing company is such that it has the ability to repay the advance as per agreement.

As required by under Section 199 of the Companies Act, 2017 and "Companies (Investment in Assaciated Companies or Associ-
ated Undertakings) Regulation, 2012, the requisite information is given below.

Sr. Description Information Required
No.
(i) Name of the assaciated company or associated undertaking alongwith “NetSol-Innovation (Pvt) Limited
criteria based on which the associated relationship is to established; A subsidiary company”
(ii) Amount of loans or advances; Renewal up to Rs. 50 Million Disbursement of funds will be made as and

when required.

(iii) Purpose of loans or advances and benefits likely to accrue to the invest- | Meeting the cash flow requirements of the subsidiary.
ing company and its members from such loans or advances;

(iv) In case any loan has already been granted to the said associated compa- | The shareholders’ had approved a limit of Rs. 50 million of advance
ny or associated undertaking. The complete details thereof; which is expiring by the end of October 2017. As of June 30th, 2017 the
balance outstanding was PKR. NIL.
(v) Financial position, including main items or balance sheet and profit and As per the financial statements for the fiscal year ended June 30, 2017,
loss account of the assaciated company or associated undertaking on total Equity, Total assets and total liability amounting to Rs. 330 million,
the basis of its latest financial statements; Rs. 415 million and Rs. 85 million respectively. Gross profit, Profit before

tax and Profit after tax amounting to Rs. 198 million, Rs. 181 million and
Rs. 180 million respectively.

(vi) Average borrowing cost of the investing company or in case of absence Average borrowing cost is 4.42% per annum
of borrowing the Karachi inter Bank Offered Rate for the relevant period;

(vi) | Rate of interest, mark up, profit, fees or commission etc. to be charged; Six months KIBOR + 1% on the daily product basis of outstanding
amount.
(viii) | Source of funds from where loans or advances will be given Company's own funds.
(ix) Where loans or advances are being granted using borrowed funds; N/A
(I) Justification for granting loan or advance out of borrowed funds N/A
(Il Detail of guarantees/assets pledged for obtaining such funds, if any N/A
(Il repayment schedules of borrowing of the investing company N/A
(x) Particulars of collateral security to be obtained against loan to the bor- Not considered necessary as both companies are under common man-
rowing company or undertaking, if any; agement control
(xi) If the loans or advances carry conversion feature i.e. it is convertible N/A

into securities, this fact along with complete detail including conversion
formula, circumstances in which the conversion may take place and the
time when the conversion may be exercisable;

(xi) | Repayment schedule and terms of loans or advance to be given to the As this is a revolving credit, subsidiary will make payment as soon it has
investee company; funds but not later than one year

(xiii) | Salient feature of all agreements entered or to be entered with its No such salient features. The credit is to support cash flow and working
associated company or associated undertaking with regards to proposed | capital requirements of the subsidiary company
investment;

(xiv) | Direct or indirect interest of directors, sponsors, majority shareholders Mr. Salim Ghauriis the CEO & Mr. Omar Ghauri is one of the directors of
and their relatives, if any, in the associated company or associated the subsidiary company. Both of them are also directors of the investing
undertaking or the transaction under consideration; company. However, none of them have any direct or indirect interest in

this transaction.




NETSOL
TECHNOLOGIES
134 LIMITED

(xv)

Any other important details necessary for the members to understand
the transaction;

No such other important details

between cash and non-cash amounts

(xvi) | In case of investment in a project of an associated company or asso- N/A
ciated undertaking that has not commenced operations, in addition to
the information referred to above, the following further information is
required, namely;
(1) a description of the project and its history since conceptualization N/A
(Il) starting date and expected date of completion N/A
(Ill) time by which such project shall became commercially operational N/A
(IV) expected return on total capital employed in the project N/A
(V) Funds invested or to be invested by the promoters distinguishing N/A

STATEMENT UNDER SECTION 134(3) OF THE COMPANIES ACT, 2017, IN COMPLIANCE WITH REGULATION 4(2) OF COMPA-
NIES (INVESTMENT IN ASSOCIATED COMPANIES OR ASSOCIATED UNDERTAKINGS) REGULATIONS, 2012, FOR DECISION TO
MAKE INVESTMENT UNDER THE AUTHORITY OF A RESOLUTION PASSED PURSUANT TO PROVISIONS OF SECTION 199 OF
THE COMPANIES ACT, 2017 IS NOT IMPLEMENTED EITHER FULLY OR PARTIALLY:

The Company in its previous Annual General Meeting held on October 23, 2012 had sought approval under section 208 of the
Companies Ordinance, 1984 for making advance to NetSol-Innovation (Pvt) Limited upto PKR 50 million for a period of five
years. Approval of renewal of the limit of advance is hereby sought as per following details.

Sr.No. | Description Advances
a) Total investment approved Rs. 50,000,000
b) Amount of investment made to date Advance is given as and when required and paid back when the subsidiary has excess cash flow
) Reasons for not having made complete N/A
investment so far where resolution required
it to be implemented in specified time ; and
d) Material change in financial statements of June 2017 June 2016 June 2015 June 2014 June 2013 June 2012
associated company or associated under-
taking since date of the resolution passed
for approval of investment in such company:
| Earnings per share 59.89 120.46 89.72 7218 36.19 3293
I Net Profit 180,039,227 | 362,149849 | 269,729880 | 217,007,185 | 108,797,280 99,009,303
1 Shareholders’ Equity 330,024,126 | 574,779,629 | 421,393,780 | 306,013,900 | 235,856,715 | 205,459,435
Y Total Assets 414,424,215 | 775420330 | 472,093,790 | 337,936,122 | 268,007,704 | 232,418846
V Break-up value 109.78 19119 14017 101.79 78.45 68.34
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NETSOL TECHNOLOGIES LIMITED
STANDARD REQUEST FORM

For dispatch of Annual Audited Financial Through email or post

The Company Secretary

NetSol Technologies Limited

NetSol IT Village (Software Technology Park)
Lahore Ring Road, Ghazi Road Interchange
Lahore Cantt.

I/'We hereby give my/our written
consent to NetSol Technologies Limited to send me/us the annual audited financial statements along with the notice of Annual
General Meeting of the Company electronically and I understand that the electronic transmission shall meet the requirements of the
provisions of the Companies Act, 2017:

OPTION 1

a. Through email on below mentioned email address:

E-mail address on which I wish to receive
Annual Financial Statements along with the Notice of AGM.

OR
OPTION 2

b. Hard copy through post/courier at my below mentioned registered address:

Address on which I wish to receive hard copy of Annual
Financial Statement along with the Notice of AGM instead
of CD/DVD/USB

Shareholder’s Detail

Name of the Shareholder

IFolio No/CDC Participant ID & A/C No.
ICNIC No.

Passport No. (In case of Foreign Shareholder)
ILandline Telephone No.

Cell Phone No.

[Email address

It is stated that the above mentioned information is correct and any change therein will be intimated to the Company according to the
instructions as mentioned below.

Signature of the shareholder

Instructions

In case of any change in above mentioned information, scanned copy of duly filled-in and signed from may be sent through email to
info@netsolpk.com or in writing through post/courier either to the Company or to the Company’s Shares Registrar, M/s Vision
Consulting Limited, 3-C, LDA Flats, Lawrence Road, Lahore. Phone:042-36283069-97, Fax:042-36312550,Email:
shares@yvcl.com.pk
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To:

NETSOL TECHNOLOGIES LIMITED

E-Dividend Mandate Letter

Subject:  Bank Account details for Payment of Dividend through Electronic Mode

Dear Sir/Madam

I/We/Messrs.,

being a/the

shareholder(S) of NetSol Technologies Limited [the “Company”], hereby, authorize the Company, to directly credit cash
dividends declared by it, in my bank account as detailed below:

(i) Shareholder’s details:

IName of the Shareholder

[Folio No/CDC Participant ID & Sub-Account No./CDC IAS

ICNIC/NICOP/Passport/NTN No. (please attach copy)

IContact Number (Landline & Cell Nos.)

Shareholder’s Address

I[Email Address

(ii) Shareholder’s Bank account details:

[Title of Bank Account

[IBAN (See Note 1 below)

IBank’s Name

IBranch Name & Code No.

IBranch Address

It is stated that the above particulars given by me are correct and I shall keep the Company, informed in case of any changes in
the said particulars in future.

Yours truly

Signature of the shareholder/authorized signatories
(Please affix company stamp in case of corporate entity)

Notes:

1. Please provide complete IBAN, after checking with your concerned Bank branch to enable electronic credit directly into
your bank account.

2. This letter must be sent to shareholder’s participant/CDC Investor Account Services which maintain his/her CDC account
for incorporation of bank account details for direct credit of cash dividend declared by the Company from time to time. In
case of physical shares, the form must be sent to the Company’ Share Registrar.

3. Pursuant to the directives of the Securities and Exchange Commission of Pakistan (SECP) your Computerized National

Identity Card (CNIC) is mandatorily required to be mentioned on your dividend warrants and if your CNIC number is not
available in our records, your dividend warrant will not be issued / dispatched to you. In order to comply with this regulatory
requirement, you are requested to kindly send a photocopy of your valid CNIC to the registered office of NetSol
Technologies Limited or to the ‘Share Registrar Department, Central Depository Company of Pakistan Limited, CDC
House, 99-B, Block ‘B’, S.M.C.H.S., Main Shahra-e-Faisal, Karachi-74400, Pakistan’. Kindly ignore if you have already
provided your CNIC number to us.
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[/ 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 NetSol IT Village (Software Technology Park) Lahore Ring Road,
Ghazi Road Interchange, Lahore Cantt., on Tuesday October 24,2017 at 11:00 a.m. and at any adjournment
thereof.

Signed at this Dayof _______ 2017.

Witness 1:
Signature: Five Rupees

Revenue Stamp

Name:
Address:
CNIC or
Passport No.

Witness 2 :
Signature: Signature of Member(s)
Name: Shareholder's Folio No.
Address: and/or Participant.D.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.
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IINVESTOR’S AWARENESS

With reference to SRO 924(1) / 2015 dated September 9, 2015 issued by the Securities and Exchange Commission of
Pakistan (SECP), the following informational message has been added for investor’s awareness.

FY Jama
AP unji

ETRY g SNV E RN LIy

Be aware, Be alert,
Be safe

Learn about investing at
www.jamapunji.pk

Key features:
@@ Licensed Entities Verification A Stock trading simulator

(based on live fead from KSE)

m Scam meter”
[ Knowledge center

Jamapunji games*
2 g o ! B Risk profiler*
@ Tax . Hl?"mh_:“ By Financial calculator
B AR ONRCH m Subscription to Alerts (event
@ Insurance & Investment Checklist notifications, corporate and
e regulatory actions)
B Jamapuniji application for
mobile device
) Online Quizzes
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NETSOL TECHNOLOGIES LIMITED

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

www.netsolpk.com
Email: info@netsolpk.com
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