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Report

0On behalf of the Board of Directors of NetSol Technologies Limited, we are pleased to present the unaudited condensed financial statements of your company togeth-
er with its consolidated accounts for the half year ended December 31,2018.

GENERAL OVERVIEW

For NETSOL, the past half year has been quite eventful in multiple dimensions. With multiple system demonstrations and continued successful global
implementations, primarily of flagship, premier product NFS Ascent™, alongside securing multi-million dollar contracts with leading blue-chip organizations, NETSOL
continued to maintain a leading and powerful role in the global asset finance and leasing industry.

The company's sister company signed a five-year contract with a tier-one auto captive finance company for the implementation of both Ascent Retail and
Wholesale platforms in China. Through provisioning of both license as well as major services to the sister concern for the implementation of NFS Ascent™
at client site, the company directly benefits with generation of impressive revenue. Additionally, NFS Ascent's Contract Management System (CMS) was
implemented in South Africa for a leading German auto captive. This implementation, part of the largest contract in NETSOL's history, includes the existing
client upgrading to our premier, flagship platform NFS Ascent.

We are also honored to have received, the “Top IT Exporter Award”and “Top IT Products and Solutions Exporter Award”from Pakistan Software Export Board. These
are testament of the superiority of NetSol's products and services. NETSOL also presented at the 7% Annual Liolios Gateway Conference in San Francisco and
in 11* Annual LD Micro Main Event in Los Angeles. The founding management team of NetSol expounded the company's growth over the years and explained
its current and future potential at these events providing valuable insight into NetSol's culture and journey.

FINANCIAL PERFORMANCE
Comparisons of un-audited financial results of the second quarter ended December 31,2018 with the corresponding period of fiscal year 2018 and cumulative
results for the half year ended December 31, 2018 with those of December 31, 2017 are given below:

SEPARATE ACCOUNTS
Particulars Oct-Dec 2018 Oct-Dec 2017 Jul-Dec 2018 Jul-Dec 2017
Revenue (in million) 1,389 1,123 2,611 1,956
Gross profit (in million) 579 586 1,064 848
Net profit (in million) 532 483 667 608
EPS - diluted (in Rs.) 5.92 537 7.62 6.77
EBITDA per share - diluted (in Rs.) 7.32 7.05 10.39 10.03

Revenues during the quarter ended December 31, 2018 increased by 24% compared to the revenues posted in the same quarter of previous fiscal year. In absolute
numbers, the Company posted a net revenue of PKR 1,389 million compared to PKR 1,123 million in the same quarter of last fiscal year. The increase in revenue
is mainly due to license revenue associated with the deployment of NFS Ascent™ at two client sites in Hong Kong and Singapore, which were part of a larger
contract that includes license implementations, maintenance, services and expected customization fees for the platform across twelve countries. In addition to
it, provisioning of license to sister concern’s client for the implementation of NFS Ascent™ in China lead to increase license revenue from PKR 202 million to PKR
434 million. Change request is an ongoing services revenue stream for the company as the customers keep on changing/enhancing the systems under their use.
Decent amount of customization and change request revenue has also been recognized during the current quarter. Furthermore, maintenance revenue also grew
from PKR 181 million to PKR 238 million during the current quarter. Due to adoption of new IFRS 15, the company also recorded a travel reimbursable revenue
amounting to PKR 162 million in the current quarter. Previously no such amount was being recognized as revenue. Same amount is also booked as travel cost in
the cost of revenue section of the profit and loss account. The Company posted a net profit of PKR 532 million compared to PKR 483 million last year. Included in
net profit is PKR 308 million on account of currency exchange gain due to recent devaluation of Pakistani Rupee compared to PKR 171 million in the comparable
period. Earnings per diluted share were PKR 5.92 in comparison of PKR 5.37 in the corresponding period of last fiscal year. Company posted net EBITDA profit of PKR
7.32 per diluted share compared to an EBITDA profit of PKR 7.05 per share in the corresponding period. On half yearly basis, Company posted net revenues of PKR
2,611 million compared to PKR 1,956 million in the corresponding period. Gross profit increased to PKR 1,064 million in comparison of PKR 848 million last year. The
Company posted a net profit of PKR 667 million in comparison of PKR 608 million during the same period last year. Diluted earnings per share for the half year ended
December 31, 2018 were PKR 7.42 in comparison of PKR 6.77 in the corresponding period. Half year EBIDTA profit for the current period was PKR 10.39 compared
to PKR 10.03 in the preceding period.

CONSOLIDATED ACCOUNTS

Continued Operations Discontinued Operations Total
Particulars Oct-Dec 2018 Oct-Dec 2017 Oct-Dec 2017 Oct-Dec 2017 Oct-Dec 2018 Oct-Dec 2017
Revenue (in million) 1,389 1123 - 85 1,389 1,208
Gross Profit (in million) 579 586 = 10 579 596
Net Profit (in million) 532 478 34 24 566 502

The Company also consolidates financial results of its subsidiary ‘NetSol Innovation (Pvt) Limited”. As announced earlier, the subsidiary company has closed all its
operations effective July 31, 2018. Net consolidated revenues for the quarter ended December 31, 2018 were PKR. 1,389 million compared to PKR 1,208 million in
fiscal 2018. Consolidated gross profit for the quarter was PKR 579 million compared to PKR 596 million in the same period last year. On a consolidated basis, the
company posted net consolidated profit of PKR 566 million in the current quarter compared to PKR 502 million in fiscal 2018.

FUTURE OUTLOOK

Besides current ongoing projects and significant implementations to take place for our diverse clientele, we will continue the promotion and selling of our flagship,
premier product NFS Ascent™ and NetSol Financial Suite in the coming quarters alongside focusing on our state-of-the-art enterprise digitization applications suite
(NFS Mobility) which has gained considerable traction in various regions across the globe. NFS Digital is an ecosystem which augments and enhances finance and
leasing operations. There have also been multiple system demonstrations requested by various prospective clients from around the globe, including major compa-
nies in China, Indonesia, Thailand, Australia, the United States and the United Kingdom.

Our new initiative, the innovation lab, continues its essential and imperative role in research and development for the company, by not only modernizing existing
products, but generating new products for the future and thereby generating increased revenue streams.

In addition to other marketing initiatives, we have signed up to attend/sponsor certain upcoming leasing summits and events in the United States, United Kingdom,
Europe, China and other countries in the region. Our presence, as a global leader of asset finance and leasing sector, at these prominent and foremost industry events
has resulted in qualified leads and increase in organization’s reach. The company will continue to maintain its presence at international summits, conferences and
events across the world.

ACKNOWLEDGEMENT

The Board of Directors places on record its appreciation for the continued support by its esteemed shareholders, valued customers, government agencies and
financial institutions which enabled the company to achieve these tremendous results. The board would also like to express its appreciation for the services, loyalty
and efforts being continuously rendered by the executives and all the staff members of the company and hope that they will continue with the same spirit in future.

On behalf of the Board

oy
_ -
Salim Ullah Ghauri Omar Shahab Ghauri

Chief Executive Officer Director

Lahore: February 12,2019
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"HARTERED ACCOUNTANTS

AUDITORS’ REPORT TO THE MEMBERS ON REVIEW OF INTERIM FINANCIAL STATEMENTS

Introduction

We have reviewed the accompanying condensed interim statement of financial position of NetSol
Technologies Limited as at December 31, 2018 and the related condensed interim statement of profit or loss
and other comprehensive income, condensed interim statement of changes in equity and condensed interim
statement of cash flows, and notes to the financial statements for the half year then ended (here-in-after
referred to as the “interim financial statements”). Management is responsible for the preparation and
presentation of these interim financial statements in accordance with the accounting and reporting standards
as applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion on these
interim financial statements based on our review. The figures of the condensed interim statement of profit or
loss and other comprehensive inconfe for the quarters ended December 31, 2018 and 2017 have not been
reviewed, as we are required to review only the cumulative figures for the half year ended December 31, 2018.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of

Office # 9

Fax:92 5

Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim
financial statements consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial statements is not prepared, in all material respects, in accordance with the accounting and

reporting standards as applicable in Pakistan for interim financial reporting.

The engagement partner on the review resulting in this independent auditor’s report is Younus Kamran.

et o

Chartered Accountants
Lahore:

Date: February 12, 2019

1st Floor, Zaki Center 321 Upper Mall Lahore
amabad . - 042 3F 0
5,6 www.hyk.com.pk | info@hyk.com.pk Phone: 042 3578 9330-31

486 1247 Fax:92 42 35789182
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As at December 31,2018

NOTE Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000’
ASSETS
NON-CURRENT ASSETS
Property, plant & equipment 5 1,759,166 1,759,889
Intangible assets 6 1,361,153 1,507,905
3,120,319 3,267,794
Long term investments 7 308,567 308,567
Long term loans to employees 8 738 356
3,429,624 3,576,717
CURRENT ASSETS
Trade debts 9 1,678,439 1,340,024
Contract assets 1,259,414 1,428,321
Loans and advances 10 135,325 38,489
Trade deposits & short term prepayments 26,031 17,756
Other receivables 40,385 25,908
Due from related parties 54,428 25,878
Taxation - net 56,670 53,879
Cash & bank balances 1,498,555 2,123,337
4,749,247 5,053,592
TOTAL ASSETS 8,178,871 8,630,309
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital150,000,000 ordinary shares of Rs.10/- each 11 1,500,000 1,500,000
Issued, subscribed and paid-up capital 11 897,229 897,029
Share deposit money 13 13
Reserves 12 5,473,429 5,788,908
6,370,671 6,685,950
NON-CURRENT LIABILITIES
Liabilities against assets subject to finance lease 47,026 31,115
Deferred income 6,483 7,826
Long term advances 2,373 685
55,882 39,626
CURRENT LIABILITIES
Trade and other payables 13 433,684 503,417
Contract liabilities 276,212 371,243
Short term borrowings 1,000,000 1,000,000
Current portion of long term liabilities 36,911 27,124
Unclaimed dividend 5511 2,949
1,752,318 1,904,733
CONTINGENCIES & COMMITMENTS 14 - -
TOTAL EQUITY AND LIABILITIES 8178871 8,630,309

The annexed notes from 1 to 22 form an integral part of these condensed jnterim financial statements.

%;ﬁ - kL.

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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Oct-Dec Oct-Dec Jul-Dec Jul-Dec
NOTE 2018 2017 2018 2017
Rupees in ‘000’ Rupees in ‘000’
Revenue - net 15 1,389,441 1,123,064 2,611,316 1,955,704
Cost of revenue (810,085) (536,654) (1,547,254) (1,107,893)
Gross profit 579,356 586,410 1,064,062 847,811
Selling and promotion expenses (144,811) (96,630) (263,074) (169,591)
Administrative expenses (213,757) (164,703) (441,250) (322,375)
Other operating expenses - (854) - (991)
Other income 329,166 177,793 362,971 288,007
Operating Profit 549,954 502,016 722,709 642,861
Finance cost (8,181) (10843) (20,260) (23118)
Profit before taxation 541,773 491173 702,449 619,743
Taxation
Current Period 16 (11,881) (8,153) (37,245) (11,040)
Prior Period 16 1,762 (435) 1,762 (435)
(10,119) (8,588) (35,483) (11,475)
Profit after taxation for the period 531,654 482,585 666,966 608,268
Earnings per share
Basic - In Rupees 19 5.93 5.38 7.43 6.78
Diluted - In Rupees 19 5.92 5.37 7.42 6.77

The annexed notes from 1 to 22 form an integral part of these condensed interim financial statements.

CHIEF EXECUTIVE OFFICER

o

CHIEF FINANCIAL OFFICER

L

DIRECTOR



10 | NETSOL TECHNOLOGIES LIMITED

For The Half Year Ended December 31,2018

Oct-Dec Oct-Dec Jul-Dec Jul-Dec
2018 2017 2018 2017
Rupees in ‘000’ Rupees in ‘000’
Profit after taxation for the period 531,654 482,585 666,966 608,268
Other comprehensive income - -
Total comprehensive Profit for the period 531,654 482,585 666,966 608,268

The annexed notes from 1 to 22 form an integral part of these condensed interim financial statements.

% ﬁL/ N/ (N

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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For The Half Year Ended December 31,2018

2018 2017
Rupees in ‘000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation for the period 702,449 619,743
Adjustments for non cash charges and other items:
Depreciation - own assets 94,303 114,791
Amortization of leased assets 12,080 6,724
Amortization of intangible assets 146,752 146,752
(Gain)/Loss on disposal of fixed assets (2,620) 1174
Amortization of deferred revenue (1,343) -
Exchange (gain) on debtors (314,798) (269,802)
Interest expense 19,599 22,326
Interest income (42,492) (10,046)
Deferred employee compensation expense 27,111 26,881

(61,408) 38,800
Cash generated from operations before working capital changes 641,041 658,543
Working Capital Changes
Trade debts (735,117) (785,167)
Loans and advances (97,217) (5,320)
Trade deposits & short term prepayments (8,275) (4,372)
Other receivables (14,477) (41,683)
Due from related parties (28,550) 3174
Trade and other payables (68,566) 104,086
Cash (used in) operations (952,202) (729,282)
Interest paid (20,769) (26,209)
Income taxes paid (38,274) (13,479)
Dividend paid (221,745) (132,211)
Net cash (used in) operations (591,949) (242,637)
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipment's purchased (121,129) (27,957)
Sales proceeds of fixed asset 51,123 8844
Advances against capital expenditure (33,012) 6,861
Long term investment - (64,070)
Interest received 42,492 10,046
Net cash (used in) investing activities (60,548) (66,276)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 200 500
Share premium 129 321
Paid against obligation under finance lease (28,834) (19,434)
Received against obligation under finance lease 53474 12,520
Short term borrowing - (38,716)
Long term advances 2,746 (3,896)
Net cash generated from (used in) financing activities 27,715 (48,705)
Net (decrease) in cash and cash equivalents (624,782) (357,618)
Cash and cash equivalents at the beginning of the period 2,123,337 874,942
Cash and cash equivalents at the end of the period 1,498,555 517,324

The annexed notes from 1 to 22 form an integral part of these condensed interim financial statements.

% ;“L 4L

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR




12 | NETSOL TECHNOLOGIES LIMITED

For The Half Year Ended December 31,2018

Issued,

Share

subscribed  deposit Capital Reserve Revenue
. Reserve
and paid-  money
up capital Employee Share Unapprop-
share premium riated profit  Tota|
option
compen-
sation
reserve
Rupees In 000
Balance as at June 30,2017 896,359 13 74,890 302579 4418672 5692513
Total comprehensive income for the period
Net profit for the harf year ended
December 31,2017 - - - - 608,268 608,268
Shares issued against options exercised 500 (821) (74) 395
(50,000 shares at Rs. 10 each)
Amount received against options exercised 821 821
Dividend paid (130,045)  (130,045)
Contr|but|.0n of parent on account of employee 26831 26831
share options
500 - 26,807 395 478,223 505,925
Balance as at December 31, 2017 896,859 13 101,697 302974 4896895 6,198438
Balance as at June 30,2018 897,029 13 131,202 303108 5354598  6,685950
Total comprehensive income for the period
Restatement on initial application of IFRS 15 (785377)  (785,377)
Net Profit for the half year ended
December 31,2018 - - - - 666,966 666,966
Shares issued against options exercised 200 (328) (30) 158 -
(20,000 shares at Rs. 10 each)
Amount received against options excersied 328 328
Dividend paid - (224307)  (224,307)
Contrlhutl_on of parent on account of employee _ _ 27111 _ _ 27111
share options
200 - 27,082 158 (342,718)  (315,279)
Balance as at December 31, 2018 897,229 13 158,284 303266 5011879 6,370,671

The annexed notes from 1 to 22 form an integral part of these condensed interim financial statements.

CHIEF EXECUTIVE OFFICER

B

CHIEF FINANCIAL OFFICER

(A

DIRECTOR
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For The Half Year Ended December 31,2018

2.

3.

LEGAL STATUS AND NATURE OF BUSINESS

NetSol Technologies Limited (‘the Company”) was incorporated in Pakistan on August 22, 1996 under the
repealed Companies Ordinance, 1984, (Now Companies Act 2017) as a private company, limited by shares and
was later on converted into public limited company on November 05, 2004 and subsequently listed on stock
exchange on August 26, 2005. The company is listed at Pakistan Stock Exchange Limited. The business of the
Company is development and sale of computer software and provision of related services in Pakistan as well
as abroad.

Geographical location and addresses of business units:

Address/Location Purpose
1 NetSol IT Village,(Software Technology Park) Lahore Ring Road, Registered office
Ghazi Road Interchange, Lahore Cantt. Pakistan. and business unit
2 43/1/Q, Amna Villa 1, Block-6, PECHS Housing Society Karachi. Branch office
3 House No. 4, Safari villas 1, Bahria town, Rawalpindi. Pakistan. Branch office
4 Summitmas 2 Ground Floor JI. Jend Sudirman Kav 61-62 Senayan- Branch office

Kebayoran Baru Jakarta Selatan 12190, Indonessia
The Company is a majority owned subsidiary of NetSol Technologies Inc., USA.

BASIS OF PREPARATION
2.1 Separate financial statements

These condensed interim financial statements are separate condensed interim financial statements of the Com-
pany. Condensed consolidated interim financial statements of the company are prepared separately.

2.2 Statement of compliance

These condensed interim financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and
reporting standards as applicable in Pakistan for interim financial reporting comprise of:

-International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017;
and

-Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirements of IAS 34, the provisions of and directives issued under the Companies Act, 2017 have
been followed.”

These condensed interim financial statements are unaudited and do not include all the disclosures
and information required in the annual financial statements and should be read in conjunction with
the preceding annual published financial statements of the company for the year ended June 30, 2018.

2.3  Basis of measurement

These condensed interim financial statements have been prepared under the historical cost convention,
except for revaluation of certain financial instruments at fair value. These accounts have been prepared
under accrual basis of accounting.

2.4 Functional and presentation currency

These condensed interim financial statements are presented in Pakistani Rupee, which is the Company’s
functional currency as well its presentation currency.

ACCOUNTING POLICIES

3.1, The accounting policies adopted for the preparation of these condensed interim 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, 2018 except for change in revenue recognition
policies detailed below.
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3.2,

Revenue recognition

The Company follows IFRS 15 for the recognition of revenue for all its revenue streams.The Company
determines revenue recognition through the following steps:

» Identification of the contract, or contracts, with a customer;

» Identification of the performance obligations in the contract;

» Determination of the transaction price;

= Allocation of the transaction price to the performance obligations in the contract; and
» Recognition of revenue when, or as, we satisfy a performance obligation.

The Company records the amount of revenue and related costs by considering whether the entity is
a principal (gross presentation) or an agent (net presentation) by evaluating the nature of its promise
to the customer. Revenue is presented net of sales, value-added and other taxes collected from
customers and remitted to government authorities.

The Company has two primary revenue streams: core revenue or non-core revenue.
Core Revenue:

The Company generates its core revenue from the export of (1) software licenses, (2) services, which
include implementation, customization and other consulting services, and (3) maintenance, which
includes post contract support, of its enterprise software solutions for the lease and finance industry.
The Company offers its software using the traditional on-premises licensing model. The on-premises
model involves the sale or license of software on a perpetual basis to customers who take possession
of the software and install and maintain the software on their own hardware.

Non-Core Revenue:

The Company generates its non-core revenue by providing business process outsourcing ('BPO")
services and other services (including maintenance services to its local customers)

Performance Obligations

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer.
The transaction price is allocated to each distinct performance obligation and recognized as revenue when,
or as, the performance obligation is satisfied by transferring the promised good or service to the customer.
The Company identifies the performance obligations at contract inception so that the Company can monitor
and account for the performance obligations over the life of the contract.

The Company's contract which contain multiple performance obligations generally consists of the
initial sale of licenses and a professional services engagement. Contract generally have multiple
performance obligations as customers purchase maintenance and services in addition to the licenses.
The Company's single performance obligation arrangements are typically maintenance renewals, and
professional services engagements.

For contracts with multiple performance obligations where the contracted price differs from the standalone
selling price ('SSP") for any distinct good or service, the Company may be required to allocate the contract's
transaction price to each performance obligation using its best estimate for the SSP.

Software Licenses:

Transfer of control for software is considered to have occurred either upon physical delivery of license
through CD, USB or electronically using FTP or delivery of the license key by other electronic methods
which provides immediate availability of the product to the customer. The Company'’s typical payment
terms tend to vary by region, but its standard payment terms are within 30-120 days of invoice.
Maintenance:

Maintenace revenue is recognized ratably over the term of the maintenance period, which in most
instances is one year. Software license updates provide customers with rights to unspecified software
product updates, maintenance releases and patches released during the term of the support period on
a when-and-if available basis. The Company's customers purchase both product support and license
updates when they acquire new software licenses. In addition, a majority of customers renew their
support services contracts annually and typical payment terms provide that customers make payment
within 30-120 days of invoice.
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Professional Services:

Revenue from professional services is typically comprised of implementation, development,
customization,enhancements, data migration, training or other consulting services. Consulting services
are generally sold on a time-and-materials or fixed fee basis and can include services ranging from
software installation to data conversion and building non-complex interfaces to allow the software
to operate in integrated environments. The Company recognizes revenue for time-and-materials
arrangements as the services are performed. In fixed fee arrangements, revenue is recognized as
services are performed as measured by efforts incurred to date, compared to total estimated efforts
to complete the services project. Management applies judgment while estimating efforts to complete
the services projects. A number of internal and external factors can affect these estimates, including
utilization and efficiency variances and specification and testing requirement changes. Services are
generally invoiced upon milestones as agreed in the contract and payments are typically due 30-120
days after invoice.

BPO Services:

Revenue from BPO services is recognized when earned. Company recognizes revenue on issuance of
billing to the customer.

3.3. Standards, amendments and interpretations to approved accounting standards that are effective in
the current period

(i)  IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

Company implemented the new standard IFRS 15 Revenue from Contracts with Customers as of July
1, 2018. The new standard amends revenue recognition requirements and establishes principles for
reporting information about the nature, amount, timing and uncertainty of revenue and cash flows
arising from contracts with customers. The standard replaces IAS 18 Revenue and IAS 11

Construction contracts and related interpretations.

The core principle of IFRS 15 is that revenue should be recognised for the amount that is the expected
equivalent value of the performance obligation. The new standard employs a five-step model
framework for determining the amount and timing of revenue in order to implement this principle.

The Company applied the modified retrospective method upon adoption of IFRS 15 on July 1, 2018.
This method requires the recognition of the cumulative effect of initially applying IFRS 15 to retained
earnings and not to restate prior years. The cumulative effect recorded at July 1, 2018 was a decrease
to retained earnings of PKR 785.4 million.

For further information on the impact of adoption of IFRS 15 Revenue from Contracts with Customers
see Note 18.

(i) Certain other standards, amendments and interpretations to approved accounting standards are
also effective for accounting periods beginning on July 01, 2018, but are neither relevant nor have
any significant effect on the Company's operations (although they may affect the accounting for
future transactions and events) and are, therefore, not detailed in this condensed interim financial
information.

4, USE OF ESTIMATES AND JUDGMENT

The preparation of condensed interim 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.
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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.

In preparing these condensed interim financial statements, the judgments, estimates and assumptions
made by the management were the same as those that were applied to the preceding annual published
financial statements of the Company for the year ended June 30, 2018.

Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000"
5. PROPERTY, PLANT & EQUIPMENT
Opening Balance - net book value 1,759,889 1,898,191
Additions 5.1 164,308 207,946
1.924,197 2,106,137
Less:
Disposals - net book value 5.2 (58,670) (97,526)
Depreciation & amortization (106,361) (248,722)
1,759,166 1,759,889
5.1 Following is the detail of addition / (transfer) :
Furniture & fixture 1,491 775
Vehicles 108,009 125,485
Office equipment 2,037 5620
Computers 19,376 35,182
Air conditioners 382 3,712
Generator - 12,058
Computer software - 1,077
Advance against capital expenditure 33,012 24,036
Total 164,308 207,946
Dec-18 Jun-18
Unaudited Audited
5.2 Following is the detail of deletions Cost DA:;:;?:::: do‘\ilvr"\i :;:Inue Cost g :;L;;nc?aliit:: Writ\;ilnugown
Rupees in ‘000’
Furniture & fixture 622 322 300 3,046 1913 1133
Vehicles 74,375 16,061 58,313 126814 50,139 76,675
Office equipment - - - 2,445 1,619 826
Computers 219 163 56 33,403 25,068 4,336
Air conditioners - - - 3,384 2,322 1,062
Generator - - - 21,857 8,363 13,494
Total 75216 16,546 58,670 190,949 93,423 97,526
Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000’
6. INTANGIBLE ASSETS
Opening Balance - net book value 1,507,905 1,801,409
Additions - -
1,507,905 1,801,409
Less:
Amortization (146,752) (293,504)
1,361,153 1,507,905
7. LONGTERM INVESTMENTS - at cost
WRLD3D Limited (Unquoted company) 7.1 293,379 293379
NetSol Innovation (Pvt) Limited (Unquoted subsidiary company) 7.2 15,188 15,188
308,567 308,567
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7.1 During the fiscal year 2016, the Company entered into an agreement with WRLD3D Inc a USA based gaming
and 3D mapping Company (a Delware Corporation) to purchasse 4,092,189 preference BB shares for $2,777,778
which was to be earned over the period partly by providing IT and enterprise software solutions and partly in
cash. Per agreement, the Company had to provide a minimum of $200,000 of services in each three-month
period and the entire balance was required to be provided within three years of the date of the agreement
and the company has successfully complied with the terms and conditions of the agreement. The Company
had provided services valued at $2,777,778 (PKR 293,378,850) which is recorded as investment and 4,092,189
shares are issued to the company.

7.2 The subsidiary is incorporated in Pakistan. The principal place of business of subsidiary is situated at NetSol
IT Village, (Software Technology Park) Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. Pakistan The
Company holds 1,518,785 (2018:1,518,785) fully paid ordinary shares of Rs. 10/- each i.e. 50.52% of Equity held
(2018:50.52%). Mr. Salim Ullah Ghauri is the Chief Executive Officer of the subsidiary company.

8. LONG TERM LOANS TO EMPLOYEES-Unsecured
Considered good
Loan to employees
- to executives 8.1 55,246 1,082
- to non-executives 8.1 1,749 2,893
Less: current maturity (56,257) (3619)
738 356
8.1 Loans are given to employees for their personal needs and deducted from salaries
9. TRADE DEBTS
Considered good - unsecured 9.1 1,678,439 1,340,024
Considered doubtful - unsecured 9.2 48,318 70,528
1,726,757 1,410,552
Less: Provision against doubtful recovery (48318) (70,528)
1678439 1,340,024
9.1 Itrepresents amount receivable from customers. It is unsecured but considered good by the management.
9.2 Thisis a general provision created by the Company for any future doubtful trade debts.
9.3  Amount receivable from related parties included in trade debts are as under:
NetSol Technologies (Thailand) Limited 191,998 167,661
NetSol Technologies (Beijing) Company Limited 510,497 74,807
NetSol Australia Pty. Limited 14,912 7571
Netsol Technologies Americas 86,773 49,071
NetSol Technolgies Europe Ltd 2,442 496
WRLD3D Inc 104,710 57,605
911,332 357,211
10. LOANS AND ADVANCES - Unsecured
Considered good
Current maturity of loans to employees 8 56,257 3619
Advances = -
- to executives 151 153
- against expenses 10.1 78916 34,717
135,325 38489
10.1  Advances to employees are given to meet business expenses and are settled as and when the expenses are incurred.
11. SHARE CAPITAL
11.1  Authorised share capital
Dec-18 Jun-18 Dec-18 Jun-18
Unaudited Audited Unaudited Audited
Number of shares Rupees in ‘000’
150,000,000 150,000,000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
11.2  Issued, subscribed & paid-up capital
42,572,191 42,552,191  Ordinary Shares of Rs. 10 each fully paid in cash 425,722 425522

47.150.732 47.150.732 Orgmary Shares of Rs. 10 each issued as fully 471,507 471507
paid bonus shares

89,722,923 89,702,923 897,229 897,029

NetSol Technologies Inc. 23975, Park Sorrento, Suite 250, Calabasas CA 91302, is the parent company holding 66.20%
(2018:66.21%) of issued capital of the Company.
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Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000’
12. RESERVES
Capital reserve
Premium on issue of ordinary shares 303,266 303,108
Employee share option compensation reserve 158,284 131,202
Revenue reserve
Un - appropriated profit 5,011,879 5,354,598
5,473,429 5,788,908

13. Trade and other payables also include payable to related parties, detail of which is given below:

13.1 DUE TO RELATED PARTIES
Parent
NetSol Technologies Inc. 13.1.1 - 92,962
Associated
NetSol Technologies Europe Limited 1311 5,664 6,397
5,664 99,359
13.1.1 This relates to normal course of business of the Company and is interest free.
14, CONTINGENCIES & COMMITMENTS
141 Contingencies
1411 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 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 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.
141.2  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. 1516535 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.
14.2 Commitments
The Company has issued worth Rs. 11.489 million (2018: 9.289 million) bank guarantees to LESCO and Standard
Chartered Bank against its corporate credit cards.
The Company has capital commitments of Rs. 4.45 million under capital purchase agreements as at December
31,2018. (2018: 41.75 million)
Oct-Dec Oct-Dec Jul-Dec Jul-Dec
15. REVENUE - NET 2018 2017 2018 2017
Export Revenue Rupees in ‘000’ Rupees in ‘000’
License 433,774 202,051 904,510 316,598
Services 555,408 740,445 994,484 1,282,793
Maintenance 235,448 180,568 445,068 356,313
Reimbursable expenses 162,062 - 261,755 -
1,386,692 1,123,064 2,605817 1,955,704
Local Revenue
Maintenance 3,189 - 6,378 -
Sales tax (440) - (880) -
2,749 - 5,499 -

1,389,441 1,123,064 2,611,316 1,955,704
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TAXATION
As per clause 133 of part 1 of the Second Schedule to the Income Tax Ordinance, 2001, income of the Company from export of computer
software and its related services developed in Pakistan is exempt from tax up to June 30, 2025 provided that eighty per cent of the
export proceeds is brought into Pakistan in foreign exchange remitted from outside Pakistan through normal banking channels.
However tax as per applicable rates is charged to the income of the Company generated from other than core business activities.
FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS
Financial risk factors
The Company's activities expose it to a variety of financial risks namely market risk (including currency risk, price risk and in-
terest rate risk), credit risk, foreign exchange risk and liquidity risk. There has been no change in the risk management policies
during the period, consequently this condensed interim financial information does not include all financial risk management
information and disclosures required in the annual financial statements.
Fair value of financial assets and liabilities
The carrying value of all financial assets and liabilities reflected in this condensed interim financial information approximate
their fair value.
Impacts of adoption of IFRS 15
Note 3.2 & 3.3(i) explains the changes and new accounting policies introduced on July 1, 2018 resulting from the
adoption of the new accounting standard IFRS 15 Revenue from Contracts with Customers.
The most significant impact to the company, upon adoption of IFRS 15, relates to the identification of contracts
with customers, identification of distinct performance obligations and allocation of transaction price to the distinct
performance obligations (based on their standalone selling prices).
In case of a multiple element arrangements (e.g contract to deliver various performance obligations to a single
customer in various markets), the total transaction price of the bundled contract is allocated among the individual
distinct performance obligations based on their relative standalone selling prices.
Company’s contracts with customers’ entail three separate performance obligations as follows:
1. Software licenses
2. Implementation, customization and consulting services
3. Maintenance services
Company identified all material and significant contracts in hand and not closed or completed by June 30, 2018 and
applied IFRS 15 on those contracts to evaluate and analyse the impact IFRS 15 would have made on the revenue
recognition from those contract. These contracts outline a fixed fee for the software license and maintenance services
and provision of some other related services to the same customer. Total transaction price for these items was
allocated to each of these performance obligations based on the relative standalone selling prices. Each performance
obligation by geography is considered a distinct performance obligation. Accordingly, the transaction price was
allocated based on relative standalone selling price by performance obligation and geography.
The adjustments made to items in the statement of financial position as of July 1, 2018 and attributable to IFRS 15
are as follows:
Carrying Carrying
ti . i
amount in Adjustment amount in
accordance accordance
with IAS 18 with IFRS 15
As on June 30, As on July 01,
2018 2018
ASSETS
CURRENT ASSETS 1,428,321 (759,372) 668,949
Contract assets
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Revenue reserve
Un-appropriated profits 5,354,598 (785,377) 4,569,221
CURRENT LIABILITIES
Contract liabilities 371,243 26,005 397,248

The following tables provide comparison of carrying values of relevantitems from the financial statements as of December
31,2018 in accordance with IFRS 15 as compared to the old accounting standard, IAS 18 and related interpretations:
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Carrying Carrying
sccodance  Adustment - ZTE
with IFRS 15 with IAS 18
As on Dec 31, As on Dec 31,
2018 2018
ASSETS
CURRENT ASSETS 1,259,414 899,721 2,159,135
Other receivable-Reimbursable cost - 31,895 31,895
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Revenue reserve
Un-appropriated profits 5,011,879 950,936 5962815
CURRENT LIABILITIES
Contract liabilities 276,212 107 276,319
IFRS 15 Adjustment IAS 18
Jul-Dec 2018 Jul-Dec 2018
REVENUE
License revenue 904,510 19,427 923937
Maintenance revenue 445,068 LE4LT7L 491,542
Revenue against reimbursable cost 261,755 (261,755) -
COST OF REVENUE
Travelling & Conveyance-Reimbursable cost 261,755 (261,755) -
OTHER INCOME
Gain on foreign currency translation 314,798 99,658 414,456
The overviews presented above contain only those items of financial statements that are affected by the application of
IFRS 15.
Oct-Dec Oct-Dec Jul-Dec Jul-Dec
2018 2017 2018 2017
Rupees in ‘000 Rupees in ‘000
19. EARNINGS PER SHARE
Basic
Profit after taxation for the period 531,654 482,585 666,966 608,268
mizigt:sea;:r:i;gje number of ordinary shares in issue 89723 89,681 89722 89,658
Basic - In Rupees 5.93 5.38 7.43 6.78
Diluted
Profit after taxation for the period 531,654 482,585 666,966 608,268
Weighted average number of ordinary shares in issue 89,831 89,807 89,833 89,803

during the period
Diluted - In Rupee 5.92 5.37 7.42 6.77

20. TRANSACTION WITH RELATED PARTIES

Related parties comprise of holding company, subsidiary, associated undertakings, key management personnel of the company
and post employment benefits. The Company in its 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.
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Jul-Dec Jul-dec
2018 2017
Relationship with the Company Nature of transactions Rupees in ‘000’
(i) Subsidiary Rental income 1,268 7,709
Provision of services 1,581 2,700
Mark-up expense - 485
Mark-up income 22 -
(i) Associated undertaking Rental income 450 450
Provision of services 551,337 114,668
Purchase of services 12,886 10,299
(iii)  Parent Dividend 118,793 68,836
Repayment of loan - 113,713
(iv)  Key management personnels Salaries and benefits 73,571 31,623
Retirement benefits 1,454 976
Commission paid 116,751 21,302
(v)  Post employment benefit Contribution to defined
contribution plan 49,880 32,451
(vi)  There are no transactions with any key management personnel other than under the terms of employment.

21. DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue on February 12,2019 by the Board of Directors.

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

CHIEF EXECUTIVE OFFICER

i

CHIEF FINANCIAL OFFICER

s

L

DIRECTOR
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CONSOLIDATED FINANCIAL
N STATEMENTS

For The Half Year Ended December 31,2018
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As at December 31,2018

Dec-18 Jun-18
NOTE Unaudited Audited
Rupees in ‘000’
ASSETS
NON-CURRENT ASSETS
Property, plant & equipment 5 1,759,166 1,759,889
Intangible assets 6 1,361,153 1,507,905
3,120,319 3,267,794
Long term Investment 7 293,379 293,379
Long term loans to employees 8 738 356
3,414,436 3,561,529
CURRENT ASSETS
Trade debts 9 1,678,439 1,340,024
Contract assets 1,259,414 1,428,320
Loans and advances 10 135,325 38,489
Trade deposits & short term prepayments 26,031 17,756
Other receivables 40,385 25,908
Due from related parties 54,428 25,878
Taxation - net 56,670 53,879
Cash & bank balances 11 1,498,555 2,123,337
4,749,247 5,053,591
Assets-Discontinued operations 15 424,823 441,866
TOTAL ASSETS 8,588,506 9,056,986
EQUITY & LIABILITIES
SHARE CAPITAL & RESERVES
Authorized share capital
150,000,000 ordinary shares of Rs.10/- each 12 1,500,000 1,500,000
Issued, subscribed and paid-up capital 12 897,229 897,029
Share deposit money 13 13
Reserves 13 5673,056 5,980,176
6,570,298 6877218
Non - controlling Interest 209,882 201,697
6,780,180 7078915
NON-CURRENT LIABILITIES
Liabilities against assets subject to finance lease 47,026 31,115
Deferred income 6,483 7,826
Long term advances 2,373 686
55,882 39,627
CURRENT LIABILITIES
Trade and other payables 14 433,684 503,417
Contract liabilities 276,212 371,243
Short term borrowings 1,000,000 1,000,000
Current portion of long term liabilities 36,911 27124
Unclaimed dividend 5511 2,949
1,752,319 1,904,733
Liabilities-Discontinued operations 15 125 33,711
CONTINGENCIES & COMMITMENTS 16 - -
TOTAL EQUITY AND LIABILITIES 8,588,506 9,056,986

L
7 \ \ g
The annexed i to 25 form an integral part of these m%ﬂé}‘mnsolidated interim financial statements.

CHIEF EXECUTIVE OFFICER

CHIEF FINANCIAL OFFICER

N (A

DIRECTOR
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Oct-Dec Oct-Dec Jul-Dec Jul-Dec
NOTE 2018 2017 2018 2017
(Restated) (Restated)
Rupees in ‘000’ Rupees in ‘000’
Continuing operations
Revenue - net 17 1,389,441 1,123,064 2,611,316 1,955,704
Cost of revenue (810,085) (537,166)  (1,547,847) (1,108905)
Gross profit 579,356 585,898 1,063,469 846,799
Selling and promotion expenses (144,811) (96,630) (263,074) (169,591)
Administrative expenses (213,757) (165,557) (442,238) (324,062)
Other operating expenses - (854) - (991)
Other income 329,166 174,248 361,679 280,295
(29,402) (88,793) (343,633) (214,348)
Operating profit 549,954 497,105 719,836 632,451
Finance cost (8,181) (10,793) (20,256) (22,633)
Profit before taxation from continuing operations 541,773 486,312 699,580 609,818
Taxation
Current period 18 (11,881) (8,153) (37,245) (11,040)
Prior period 18 1,762 (435) 1,762 (435)
(10,119) (8,588) (35,483) (11,475)
(F:;oef:i; :if;enrstaxation for the period from continuing 531,654 477724 664,097 598343
Discontinued operations:
Epr’(;friatlteiléaesr tax for the period from discontinued 15 33660 23818 19413 61725
Profit for the period 565,323 501,542 683,510 660,068
Attributable to:
Equity holders of NetSol Technologies Limited 548,664 492,161 675,325 634,437
Non - controlling interest 16,659 9,381 8185 25,631
565,323 501,542 683,510 660,068
Earning per share
Basic - In Rupees 21 6.12 5.49 7.53 7.08
Diluted - In Rupees 21 6.11 5.48 7.52 7.06
Earnings per share for continuing operations
Basic - In Rupees 21 5.93 533 7.40 6.67
Diluted - In Rupees 21 5.92 5.32 7.39 6.66

The annexed notes from 1 to 25 form an integral part of these condensed consolidated interim financial statements.

CHIEF EXECUTIVE OFFICER

o

CHIEF FINANCIAL OFFICER

L

DIRECTOR
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For The Half Year Ended December 31,2018

Oct-Dec Oct-Dec Jul-Dec Jul-Dec
2018 2017 2018 2017
(Restated) (Restated)
Rupees in ‘000 Rupees in ‘000

Profit after taxation for the period 565,323 501,542 683,510 660,068
Other comprehensive income - - - -
Total comprehensive Profit for the period 565,323 501,542 683,510 660,068
Attributable to:
Equity holders of NetSol Technologies Limited 548,664 492,161 675,325 634,437
Non - controlling interest 16,659 9,381 8,185 25,631

565,323 501,542 683,510 660,068

The annexed notes from 1 to 25 form an integral part of these condensed consolidated interim financial statements.

% ;“q// L,

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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Jul-Dec
2018

Jul-Dec
2017

Rupees in ‘000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation from continuing operations 699,580 609,818
Profit before taxation from discontinued operations 19,693 62,522
Profit before taxation for the period 719,273 672,340
Adjustments for non cash charges and other items:
Depreciation - own assets 94,303 118699
Amortization of leased assets 12,080 8,809
Amortization of intangible assets 146,752 146,752
(Gain)/Loss on disposal of fixed assets (7,087) 1875
Amortization of deferred revenue (1,343) -
Exchange (gain) on debtors (348318) (292,850)
Interest expense 19,658 23,212
Interest income (44,858) (10,426)
Deferred employee compensation expense 27,111 26,881
(Gain) on short term investment - (2,265)
(101,702) 20,686
Cash generated from operations before working capital changes 617,571 693,027
Working Capital Changes
Trade debts (715,559) (877,757)
Loans and advances (97,217) (5,183)
Trade deposits & short term prepayments (8,275) (3,733)
Other receivables (14,447) (41,186)
Due from related parties (27,596) 2,566
Trade and other payables (88,090) 70,866
Cash (used in) operations (951,185) (854,427)
Interest paid (20,828) (27,095)
Income taxes paid (38,845) (14,517)
Dividend paid (221,745) (132,211)
Net cash (used in) operations (615,032) (335,223)
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipments purchased (121,129) (28870)
Sales proceeds of fixed asset 67,097 9,499
Capital work in progress (33,012) 6,861
Long Term Investment - (64,070)
Gain on investments - 2,265
Interest received 44,858 10,426
Net cash (used in) investing activities (42,208) (63,889)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital 200 500
Share premium 129 321
Paid against obligation under finance lease (33,974) (23,531)
Received against obligation under finance lease 53,474 12,520
Short term borrowing - (38,716)
Long term advances (5,051) (130)
Net cash generated from/ (Used in) financing activities 14,778 (49,036)
Net (decrease) in cash and cash equivalents (642,462) (448,148)
Cash and cash equival at the beginning of the period 2,235.272 1,070,904
Cash and cash equivalents at the end of the period 1,592,810 622,756

The an ot m 1 to 25 form an integral part of these con%ed\gwﬁddted interim financial statements.
Y

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER

NS (8

DIRECTOR



28 | NETSOL TECHNOLOGIES LIMITED

For The Half Year Ended December 31,2018

Non
Attributable to equity holders of the Parent Controlling Total Equity
Interest
Issued,
subscribed  Share Capital reserve Revenue
and paid-up deposit reserve
capital money _
Employee Share Unappropri  Total
share premium  ated profit
option com-
pe-nsation
reserve
Rupees In ‘000
Balance as at June 30,2017 896,359 13 75,549 302579 4569812 5844312 163,038 6,007,350

Total comprehensive income for the period

Net profit for the half year ended

December 31,2017 - - - - 634,437 634,437 25631 660,068
Shares deposit money against
options exercised

Shares issued against options exercised 500 (821) (74) 395 - 821
(50000 shares at Rs. 10 each)

- 821 - - - 821 - -

Distributions to owners

cash dividend (130,045)  (130,045) (130,045)

Contrton of prnt o ot s zoga zoga
500 - 26,807 395 504,392 532,094 25631 557,725

Balance as at December 31, 2017 896,859 13 102,356 302974 5074204 6,376,406 188669 6,565,075

Balance as at June 30,2018 897,029 13 131,860 303108 5545208 6,877,218 201,697 7,078916

Restatementoninitial application of IFRS 15 (785,377)  (785,377) (785,377)

Net profit for the half year ended

December 31,2018 675,325 675325 8185 683,510

Other comprehensiveincome

Shares issued against options exercised 200 (328) (30) 158

(20,000 shares at Rs. 10 each)

cash dividend - (224,307)  (224,307) (224,307)

Conbutonstpaeron st o - am - a

Amount received against option excersied 328 - - 328 - 328
200 - 27,081 158 334,360 306,921 8185 298,735

Balance as at December 31,2018 897,229 13 158,941 303266 5210848 6570298 209,882 6,780,180

The annexed notes from 1 to 25 form an integral part of these condensed consolidated interim financial statements.

7 % ﬁ\L/ A (N

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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Notes to the Condensed Consolidated Interim Financial Statements Unaudited
For The Half Year Ended December 31,2018

1. LEGAL STATUS AND NATURE OF BUSINESS
NetSol 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 repealed
Companies Ordinance, 1984 (Now Companies Act 2017) as a private company, limited by shares and was later on
converted into public limited company on November 05, 2004 and subsequently listed on stock exchange on August 26,
2005. The Company is listed on Pakistan Stock Exchange Limited The business of the Company is development and sale
of computer software and provision of related services in Pakistan as well as abroad.

Address/Location Purpose
1 NetSol IT Village,(Software Technology Park) Lahore Ring Road, Registered office
Ghazi Road Interchange, Lahore Cantt. Pakistan. and business unit
2 43/1/Q,Amna Villa 1, Block-6, PECHS Housing Society Karachi. Branch office
3 House No. 4, Safari villas 1, Bahria town, Rawalpindi. Pakistan. Branch office
4 Summitmas 2 Ground Floor JI. Jend Sudirman Kav 61-62 Senayan- Branch office

Kebayoran Baru Jakarta Selatan 12190, Indonessia

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.

NetSol Technologies Limited is a majority owned subsidiary of NetSol Technologies Inc., USA.
2. BASIS OF PREPARATION

2.1 Statement of compliance

These condensed interim financial statements have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and
reporting standards as applicable in Pakistan for interim financial reporting comprise of:

-International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017;
and

-Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ with the
requirements of IAS 34, the provisions of and directives issued under the Companies Act, 2017 have
been followed.”

These condensed interim financial statements are unaudited and do not include all the disclosures
and information required in the annual financial statements and should be read in conjunction with
the preceding annual published financial statements of the company for the year ended June 30, 2018.

2.2 Basis of measurement

These condensed consolidated interim 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. These accounts have been prepared under accrual basis of accounting.

2.3 Functional and presentation currency

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

3. ACCOUNTING POLICIES

3.1. The accounting policies adopted for the preparation of these condensed interim 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, 2018 except for change in revenue recognition
policies detailed below.



30 [ NETSOL TECHNOLOGIES LIMITED

3.2,

Revenue recognition

The Company follows IFRS 15 for the recognition of revenue for all its revenue streams.The Company
determines revenue recognition through the following steps:

= [dentification of the contract, or contracts, with a customer;

= [dentification of the performance obligations in the contract;

= Determination of the transaction price;

= Allocation of the transaction price to the performance obligations in the contract; and
= Recognition of revenue when, or as, we satisfy a performance obligation.

The Company records the amount of revenue and related costs by considering whether the entity is a
principal (gross presentation) or an agent (net presentation) by evaluating the nature of its promise to
the customer. Revenue is presented net of sales, value-added and other taxes collected from customers
and remitted to government authorities.

The Company has two primary revenue streams: core revenue or non-core revenue.

Core Revenue:

The Company generates its core revenue from the export of (1) software licenses, (2) services, which
include implementation, customization and other consulting services, and (3) maintenance, which
includes post contract support, of its enterprise software solutions for the lease and finance industry.
The Company offers its software using the traditional on-premises licensing model. The on-premises
model involves the sale or license of software on a perpetual basis to customers who take possession
of the software and install and maintain the software on their own hardware.

Non-Core Revenue:

The Company generates its non-core revenue by providing business process outsourcing ("BPO")
services and other services (including maintenance services to its local customers)

Performance Obligations

A performance obligation is a promise in a contract to transfer a distinct good or service to the
customer. The transaction price is allocated to each distinct performance obligation and recognized
as revenue when, or as, the performance obligation is satisfied by transferring the promised good or
service to the customer. The Company identifies the performance obligations at contract inception so
that the Company can monitor and account for the performance obligations over the life of the contract.

The Company's contract which contain multiple performance obligations generally consists of the
initial sale of licenses and a professional services engagement. Contract generally have multiple
performance obligations as customers purchase maintenance and services in addition to the licenses.
The Company's single performance obligation arrangements are typically maintenance renewals, and
professional services engagements.

For contracts with multiple performance obligations where the contracted price differs from the
standalone selling price ("SSP") for any distinct good or service, the Company may be required to allocate
the contract's transaction price to each performance obligation using its best estimate for the SSP.

Software Licenses:

Transfer of control for software is considered to have occurred either upon physical delivery of license
through CD, USB or electronically using FTP or delivery of the license key by other electronic methods
which provides immediate availability of the product to the customer. The Company's typical payment
terms tend to vary by region, but its standard payment terms are within 30-120 days of invoice.

Maintenance:

Maintenace revenue is recognized ratably over the term of the maintenance period, which in most
instances is one year. Software license updates provide customers with rights to unspecified software
product updates, maintenance releases and patches released during the term of the support period on
a when-and-if available basis. The Company's customers purchase both product support and license
updates when they acquire new software licenses. In addition, a majority of customers renew their
support services contracts annually and typical payment terms provide that customers make payment
within 30-120 days of invoice.
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Professional Services:

Revenue from professional services is typically comprised of implementation, development,
customization, enhancements, data migration, training or other consulting services. Consulting services
are generally sold on a time-and-materials or fixed fee basis and can include services ranging from
software installation to data conversion and building non-complex interfaces to allow the software
to operate in integrated environments. The Company recognizes revenue for time-and-materials
arrangements as the services are performed. In fixed fee arrangements, revenue is recognized as
services are performed as measured by efforts incurred to date, compared to total estimated efforts
to complete the services project. Management applies judgment while estimating efforts to complete
the services projects. A number of internal and external factors can affect these estimates, including
utilization and efficiency variances and specification and testing requirement changes. Services are
generally invoiced upon milestones as agreed in the contract and payments are typically due 30-120
days after invoice.

BPO Services:

Revenue from BPO services is recognized when earned. Company recognizes revenue on issuance of
billing to the customer.

Standards, amendments and interpretations to approved accounting standards that are effective in
the current period

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

Company implemented the new standard IFRS 15 Revenue from Contracts with Customers as of July
1, 2018. The new standard amends revenue recognition requirements and establishes principles for
reporting information about the nature, amount, timing and uncertainty of revenue and cash flows
arising from contracts with customers. The standard replaces IAS 18 Revenue and IAS 11

Construction contracts and related interpretations.

The core principle of IFRS 15 is that revenue should be recognised for the amount that is the expected
equivalent value of the performance obligation. The new standard employs a five-step model framework
for determining the amount and timing of revenue in order to implement this principle.

The Company applied the modified retrospective method upon adoption of IFRS 15 on July 1, 2018.
This method requires the recognition of the cumulative effect of initially applying IFRS 15 to retained
earnings and not to restate prior years. The cumulative effect recorded at July 1, 2018 was a decrease
to retained earnings of PKR 785.4 million.

For further information on the impact of adoption of IFRS 15 Revenue from Contracts with Customers
see Note 20.

Certain other standards, amendments and interpretations to approved accounting standards are
also effective for accounting periods beginning on July 01, 2018, but are neither relevant nor have any
significant effect on the Company's operations (although they may affect the accounting for future
transactions and events) and are, therefore, not detailed in this condensed interim financial information.

USE OF ESTIMATES AND JUDGMENT

The preparation of condensed consolidated interim 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.
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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.

In preparing these condensed consolidated interim financial statements, the judgements, estimates and
assumptions made by the management were the same as those that were applied to the preceding annual
published financial statements of the company for the year ended June 30, 2018.

Dec-18
Unaudited

Jun-18
Audited

Rupees in ‘000’

5. PROPERTY, PLANT & EQUIPMENT

Opening Balance - net book value 1,759,889 1,898,191
Additions 5.1 164,308 207,947
1,924,197 2,106,138
Less:
Disposals - net book value 5.2 (58,670) (97,526)
Depreciation & amortization (106,361) (248,723)
1,759,166 1,759,889
5.1 Following is the detail of additions :
Furniture & fixture 1,491 775
Vehicles 108,009 125,485
Computers 19,376 35,182
Air conditioners 382 3,712
Office equipment 2,037 5,620
Generator - 12,058
Computer software - 1,077
Advance against capital expenditure 33,012 24,037
Total 164,308 207,947
Dec-18 Jun-18
Cost Unaudited Written Cost Audited ] Written down
Acc. down Value Acc. Depreci- Value
Depreciation ation
Rupees in ‘000"
5.2 Following is the detail of deletions
Land - freehold - - -
Furniture & fixture 622 322 300 3,046 1913 1133
Vehicles 74,375 16,061 58313 126814 50,139 76,675
Computers 219 163 56 33,403 29,067 4,337
Air conditioners - - - 3,384 2,322 1,062
Office equipment - - - 2,445 1,619 826
Generator - - - 21,857 8,364 13,493
Total 75216 16,546 58,670 190,949 93,423 97,526
Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000’
6. INTANGIBLE ASSETS
Opening Balance - net book value 1,507,905 1,801,409
Additions = -
1,507,905 1,801,409
Less:
Amortization (146,752) (293,504)
1,361,153 1,507,905
7. LONG TERM INVESTMENTS - at cost
WRLD3D Limited (Unquoted company) 7.1 293,379 293,379
293,379 293,379
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7.1 During the fiscal year 2016, the Company entered into an agreement with WRLD3D Inc a USA based gaming
and 3D mapping Company (a Delware Corporation) to purchasse 4,092,189 preference BB shares for $2,777,778
which was to be earned over the period partly by providing IT and enterprise software solutions and partly in
cash. Per agreement, the Company had to provide a minimum of $200,000 of services in each three-month
period and the entire balance was required to be provided within three years of the date of the agreement and
the company has successfully complied with the terms and conditions of the agreement. The Company had
provided services valued at $2,777,778 (PKR 293,378,850) which is recorded as investment and 4,092,189 shares
are issued to the company.

8. LONG TERM LOANS TO EMPLOYEES-Unsecured Dec-18 Jun-18
Rupees in ‘000’
Considered good
Loan to employees
- to executives 8.1 55,246 1,082
- to non-executives 8.1 1,749 2,893
Less: current maturity (56,257) (3619)
738 356
8.1 Loans are given to employees for their personal needs and deducted from salaries
9. TRADE DEBTS
Considered good - unsecured 9.3 1,678,439 1,340,024
Considered doubtful - unsecured 9.2 48318 70528
1,726,757 1,410,552
Less: Provision for doubtfull debt (48,318) (70,528)
1,678,439 1,340,024
9.1 Itrepresents amount receivable from customers. It is unsecured but considered good by the management.
9.2 Thisis a general provision created by the Company for any future doubtful trade debts.
9.3 Amount receivable from related parties included in trade debts are as under:
NetSol Technologies (Thailand) Limited 191,998 167,661
NetSol Technologies (Beijing) Company Limited 510,497 74,807
NetSol Australia Pty. Limited 14912 7,571
Netsol Technologies North Americas 86,773 49,071
NetSol Technologies Europe Ltd 2,442 496
WRLD3D Inc 104,710 57,605
911,332 357,211
10. LOANS AND ADVANCES - Unsecured
Considered good
Current maturity of loans to employees 8 56,257 3619
Advances
- to executives 151 153
- against expenses 10.1. 78916 34,717
135,325 38,489
10.1  Advances to employees are given to meet business expenses and are settled as and when the expenses are incurred..
11. For the purpose of the statement of cash flows, cash and cash equivalents comprise the following at 31 Dec:
Dec-18 Dec-17
Rupees in ‘000’
Cash and bank balances 1498555 517324
Cash and bank balances-Discontinued operations 15 94,255 105434
1592810 622,758
12. SHARE CAPITAL
12.1  Authorised share capital
Dec-18 Jun-18 Dec-18 Jun-18
Unaudited Audited Unaudited Audited
Number of shares Rupees in ‘000’
150,000,000 150000000 Ordinary Shares of Rs. 10 each. 1,500,000 1,500,000
12.2 Issued, subscribed & paid-up capital
42572191 42,552,191  Ordinary Shares of Rs. 10 each fully paid in cash 425,722 425522
47,150,732 47,150,732 Orginary Shares of Rs. 10 each issued as fully 471,507 471,507
paid bonus shares
89,722,923 89,702,923 897,229 897,029

NetSol Technologies Inc. 23975, Park Sorrento, Suite 250, Calabasas CA 91302, is the parent company holding
66.20% (2018:66.21%) of issued capital of the Company.



34 | NETSOL TECHNOLOGIES LIMITED

Dec-18 Jun-18
Unaudited Audited
Rupees in ‘000’
13. RESERVES
Capital reserve
Premium on issue of ordinary shares 303,266 303,108
Employee share option compensation reserve 158941 131,860
Revenue reserve
Un - appropriated profit 5,210,848 5,545,208
5,673,056 5,980,176

14. Trade and other payables also include payable to related parties, detail of which is given below:

14.1  Due to related party
Parent
NetSol Technologies Inc. 14.1.1 - 92,962
Associated
NetSol Technologies Europe Ltd 14.1.1 5,664 6,397
5,664 99,359
14.1.1  This relates to normal course of business of the Group and is interest free.

15. DISCONTINUED OPERATIONS

On June 21, 2018, the company publicly announced the decision of its Board of Directors made in a board
meeting held on June 20, 2018 to discontinue the operations of its subsidiary NetSol Innovation (Pvt) Limited.
Subsidiary's outsourcing business partner in UK, Innovation Group had witnessed change in its management
in last couple of years and the new management was not much interested in the insurance business and
had decided to consolidate and reduce these operations across the globe. As a result of this decision, the
subsidiary’s outsourcing business was negatively impacted as they were the sole customers of the services
provided by the joint venture. Moreover, the joint venture parties had also expressed their willingness to
close the operations of NetSol Innovation (Pvt) Limited and as per mutual agreement last date of business
operations of NetSol Innovation (Pvt) Limited was agreed to be July 31,2018. At June 30, 2018, subsidiary NetSol
Innovation (Pvt) Limited was classified as discontinued operation.

The major classes of assets and liabilities of NetSol Innovation (Pvt) Limited classified as discontinued
operation are as follows:

Assets

Property, plant and equipment 8,163 19,670
Trade debts 320,908 306,946
Other receivables - 30
Income tax 1,497 2,332
Due from related parties - 954
Cash & bank balances 94,255 111,935
Assets classified as discontinued operations 424,823 441,866
Liabilities

Trade and other payables 125 19,650
Liabilities against assets subject to finance lease - 5,140
Advances from employees against vehicles - 7,797
Provision for taxation - 1,124
Liabilities classified as discontinued operations 125 33,711

The results from operations of NetSol Innovation (Pvt) Limited for the year are presented below:



For The Half Year Ended December 31,2018 | 35

Oct-Dec Oct-Dec Jul-Dec Jul-Dec
2018 2017 2018 2017
Rupees in ‘000 Rupees in ‘000

Revenue-Export - 84,956 8,339 204,152
Cost of revenue 43 (75,170) (28,626) (163,994)
Gross profit/(loss) 43 9,786 (20,287) 40,158
Administrative expenses - (761) (334) (2,170)
Other operating expenses - (97) - (701)
Other income 33,567 15,642 40,351 25,697
Operating profit 33610 24,570 19,730 62,984
Finance cost - (210) (37) (461)
Z;c;tl;tl?::‘zre taxation for the period from discontinued 33610 24,360 19,693 62523
Taxation

Current period (298) (198) (637) (454)

Prior period 357 (344) 357 (344)
Profit after taxation for the period from discontinued
o . P 33,669 23818 19,413 61,725
Earning per share
E;c‘é?;t?gtr]esr taxation for the year from discontinued 33,669 23818 19413 61725
Less Non controlling interest (16,659) (9,381) (8,185) (25631)
Basic earning per share from discontinued operations 0.19 0.16 0.13 0.41
Diluted earning per share from discontinued operations 0.19 0.16 0.12 0.40

CONTINGENCIES & COMMITMENTS
16.1 Contingencies

16.1.1 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 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 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.

16.1.2 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 judgment 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.

16.2  Commitments

16.2.1 The Company has issued worth Rs. 11.489 million (2018: 9.289 million) bank guarantees to LESCO and Standard
Chartered Bank against its corporate credit cards.

16.2.2 The Company has capital commitments of Rs. 4.45 million under capital purchase agreements as at December
31,2018. (2018: 41.75 million)
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Oct-Dec Oct-Dec Jul-Dec Jul-Dec
2018 2017 2018 2017
(Restated) (Restated)
Rupees in ‘000’ Rupees in ‘000’

17. REVENUE - NET
Export Revenue
License 433,774 202,051 904,510 316,598
Services 555,408 740,445 994,484 1,282,793
Maintenance 235,448 180,568 445,068 356,313
Reimbursable expenses 162,062 - 261,755 -
Local Revenue 1,386,692 1,123,064 2,605,817 1,955,704
Maintenance 3,189 - 6,378 -
Sales tax (440) - (880) -

2,749 - 5499
1,389,441 1,123,064 2,611,316 1,955,704

18. TAXATION
As per clause 133 of part 1 of the Second Schedule to the Income Tax Ordinance, 2001, income of the Group from
export of computer software and its related services developed in Pakistan is exempt from tax up to June 30, 2025
provided that eighty per cent of the export proceeds is brought into Pakistan in foreign exchange remitted from
outside Pakistan through normal banking channels. However tax as per applicable rates is charged to the income of
the Group generated from other than core business activities.

19. FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS
Financial risk factors
The Company's activities expose it to a variety of financial risks namely market risk (including currency risk, price
risk and interest rate risk), credit risk, foreign exchange risk and liquidity risk. There has been no change in the risk
management policies during the period, consequently this condensed interim financial information does not include
all financial risk management information and disclosures required in the annual financial statements.
Fair value of financial assets and liabilities
The carrying value of all financial assets and liabilities reflected in this condensed interim financial information
approximate their fair value.

20. Impacts of adoption of IFRS 15

Note 3.2 & 3.3(i) explains the changes and new accounting policies introduced on July 1, 2018 resulting from the
adoption of the new accounting standard IFRS 15 Revenue from Contracts with Customers.

The most significant impact to the company, upon adoption of IFRS 15, relates to the identification of contracts
with customers, identification of distinct performance obligations and allocation of transaction price to the distinct
performance obligations (based on their standalone selling prices).

In case of a multiple element arrangements (e.g contract to deliver various performance obligations to a single
customer in various markets), the total transaction price of the bundled contract is allocated among the individual
distinct performance obligations based on their relative standalone selling prices.

Company's contracts with customers’ entail three separate performance obligations as follows:
1. Software licenses
2. Implementation, customization and consulting services
3. Maintenance services

Company identified all material and significant contracts in hand and not closed or completed by June 30, 2018 and
applied IFRS 15 on those contracts to evaluate and analyse the impact IFRS 15 would have made on the revenue
recognition from those contract. These contracts outline a fixed fee for the software license and maintenance services
and provision of some other related services to the same customer. Total transaction price for these items was
allocated to each of these performance obligations based on the relative standalone selling prices. Each performance
obligation by geography is considered a distinct performance obligation. Accordingly, the transaction price was
allocated based on relative standalone selling price by performance obligation and geography.

The adjustments made to items in the statement of financial position as of July 1, 2018 and attributable to IFRS 15
are as follows:
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CURRENT ASSETS
Contract assets

EQUITY & LIABILITIES

SHARE CAPITAL & RESERVES
Revenue reserve
Un-appropriated profits

CURRENT LIABILITIES
Contract liabilities
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Carrying
amount in
accordance
with IAS 18

As on June 30,
2018

1,428,321

5,354,598

371,243

Adjustment

(759,372)

(785,377)

26,005

Carrying
amount in
accordance

with IFRS 15
As on July 01,
2018

668,949

4,565,221

397,248

The following tables provide comparison of carrying values of relevantitems from the financial statements as of December
31,2018 in accordance with IFRS 15 as compared to the old accounting standard, IAS 18 and related interpretations:

ASSETS

CURRENT ASSETS

Contract assets

Other receivable-Reimbursable cost
EQUITY & LIABILITIES

SHARE CAPITAL & RESERVES
Revenue reserve

Un-appropriated profits

CURRENT LIABILITIES
Contract Liabilities

REVENUE

License revenue

Maintenance revenue

Revenue against reimbursable cost
COST OF REVENUE

Travelling & Conveyance-Reimbursable cost

OTHER INCOME
Gain on foreign currency translation

Carrying
amount in
accordance

with IFRS 15

As on Dec 31,
2018

1,259,414

5,210,848

276,212

IFRS 15
Jul-Dec

2018
904,510
445,068
261,755

261,755

314,798

Adjustment

899,721
31,895

950,936

107

Adjustment

19427

46474
(261,755)
(261,755)

99,658

Carrying
amount in
accordance
with IAS 18

As on Dec 31,
2018

2,159,135
31,895

6,161,784

276,319
IAS 18

Jul-Dec
2018

923937

491,542

414,456

The overviews presented above contain only those items of financial statements that are affected by the application of

IFRS 15.
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Oct-Dec Oct-Dec Jul-Dec Jul-Dec
21. EARNING PER SHARE 2018 2017 2018 2017
Basic Rupees in ‘000’ Rupees in ‘000’
Profit attrlbutable_ to o_rd!nary shareholders of 548,664 492,161 675325 634,437
NetSol Technologies Limited
Profit from continuing operations attributable to
ordinary shareholders of NetSol Technologies Limited EBE 477,724 SR 097 598,343
Welghted. average ngmber of ordinary shares in 89723 89,681 89722 89,658
issue during the period
Basic - In Rupees 6.12 5.49 7.53 7.08
Basic - In Rupees Continued operations 5.93 5.33 7.40 6.67
Diluted
Profit attrlbutablg to qrd!nar\/ shareholders of 548,664 492,161 675325 634,437
NetSol Technologies Limited
Profit from continuing operations attributable to
ordinary shareholders of NetSol Technologies Limited SEEL 477,724 SeR.07 598,343
nghted_ average n_umber of ordinary shares in 89,831 89,807 89,833 89,803
issue during the period
Diluted - In Rupees 6.11 5.48 7.52 7.06
Diluted - In Rupees Continued operations 5.92 5.32 7.39 6.66
22. TRANSACTION WITH RELATED PARTIES

Related parties comprise of holding company, subsidiary, associated undertakings, key management personnel of the
company and post employment benefits. The Company in its 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.

Jul-Dec Jul-Dec
2018 2017
Relationship with the Company  Nature of transactions Rupees in ‘000
() Associated undertaking Rental Income 450 450
Provision of services 559,676 318,820
Purchase of services 12,886 10,299
(i) Parent Dividend 118,793 68,836
Repayment of loan - 113,713
(i)  Key management personnels  Salaries and benefits 73,571 31,623
Retirement benefits 1,454 976
Commission paid 116,751 21,302
(iv)  Post employment benefit Contribution to defined
contribution plan 49,880 37,846

(v)  There are no transactions with any key management personnel other than under the terms of employment.
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23, SEGMENT REVENUES AND RESULTS
Following is an analysis of the Group's revenue and results by reportable segment.
Dec-18
Continued operations D;Z';Tigﬁzd
NFS IS & SSS BPO Total BPO Total
Rupees in ‘000’
Revenue - net
External sales
License 904,510 - - 904,510 = 904,510
Services 911,982 - 82,501 994,484 8,339 1,002,823
Maintenance 445,068 5,499 - 450,567 450,567
Reimbursable expenses 246,720 - 15,035 261,755 261,755
Total revenue 2,508,281 5,498 97537 2611316 8339 2,619,655
Cost of revenue (1,445,236) (3,083) (99,528) (1,547,847) (28,626) (1,576,473)
Segment results 1,063,045 2,415 (1,991) 1,063,469 (20,287) 1,043,182
Unallocated corporate expenses:
Selling and promotion expenses (263,074) - (263,074)
Administrative expenses (442,238) (334)  (442,572)
Other income 361,679 40,351 402,030
Finance cost (20,256) (37) (20,293)
Taxation (35,483) (280) (35,763)
Profit after taxation 664,097 19,413 683,510
Dec-17
Continued operations D:;;Zttlizlr‘:zd
NFS IS & SSS BPO Total BPO Total
Rupees in ‘000
Revenue - net
External sales
Licence 316,598 - - 316,598 - 316,598
Services 1,178,208 - 104,585 1,282,793 204,152 1,486,945
Maintenance 356,313 - - 356,313 356,313
Total revenue 1,851,119 - 104,585 1,955,704 204,152 2,159,856
Cost of revenue (1,044,288) (5019) (59,598) (1,708905)  (163994) (1,272,899)
Segment results 806,831 (5,019) 44,987 846,799 40,158 886,957
Unallocated corporate expenses:
Selling and promotion expenses (169,591) - (169591)
Administrative expenses (324,062) (2170)  (326,232)
Other operating expenses (991) (701) (1,692)
Other income 281,264 25,697 306,961
Finance cost (23,603) (461) (24,064)
Taxation (11,475) (798) (12,273)
Profit after taxation 598,343 61,725 660,067
*Key
NFS = NetSol Financial Suite & NFS Ascent IS = Information Security and other services
BPO = Business Process Outsourcing SSS = Software Services and Solutions
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.
24, DATE OF AUTHORIZATION FOR ISSUE

25.

These financial statements were authorized for issue on February 12,2019 by the Board of Directors.

GENERAL

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

CHIEF EXECUTIVE OFFICER

-

CHIEF FINANCIAL OFFICER

L

DIRECTOR
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