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The annexed notes from 1 to 48 form an integral part of these financial statements.

Consolidated Statement of Financial Position
As at June 30, 2022 

NOTE
2022 2021

Rupees in ‘000’
ASSETS

NON-CURRENT ASSETS

Property, plant & equipment 5  1,619,985  1,605,866 

Intangible assets 6  333,889 627,393 

 1,953,874  2,233,259 

Long term investment 7  -    178,519 

Long term loans to employees 8  8,055  3,552 

 1,961,929 2,415,330 

CURRENT ASSETS
Trade debts 9  2,515,750  1,649,836 

Contract asset 10  1,767,068  1,163,155 

Loans and advances 11  32,478  16,363 

Trade deposits & short term prepayments 12  54,450  84,626 

Other receivables 13  13,812  7,126 

Due from related parties 14  449,781  445,737 

Taxation - net 15  754  16,455 

Cash & bank balances 16  3,794,130  3,795,397 

 8,628,223 7,178,695 

TOTAL ASSETS  10,590,152  9,594,025 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER
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The annexed notes from 1 to 48 form an integral part of these financial statements.

NOTE
2022 2021

Rupees in ‘000’

EQUITY & LIABILITIES

SHARE CAPITAL & RESERVES
Authorized share capital

150,000,000 ordinary shares of Rs.10/- each 18  1,500,000  1,500,000 

Issued, subscribed and paid up capital 18  878,369  898,369 

Share deposit money  13 13 

Reserves 19  6,919,754 6,217,450 

 7,798,136 7,115,832 

NON-CURRENT LIABILITIES
Long term financing 20  88,281  95,920 

Lease liabilities 21  4,252  2,106 

 92,533 98,026 

CURRENT LIABILITIES 
Trade and other payables 22  619,826  403,366 

Contract liabilities 23  358,504  198,508 

Short term borrowings 24  1,580,000  1,580,000 

Current portion of long term liabilities 25  137,188  194,053 

Unclaimed dividend  3,965 4,240 

 2,699,483  2,380,167 

CONTINGENCIES & COMMITMENTS 26  -    -   

TOTAL EQUITY AND LIABILITIES  10,590,152  9,594,025 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER

132 NETSOL Technologies Limited



The annexed notes from 1 to 48 form an integral part of these financial statements.

Consolidated Statement of Profit or Loss
For the year ended June 30, 2022

NOTE
2022 2021

Rupees in ‘000’

Revenue from contracts with customers - Net 27  6,185,287  4,947,559 
Cost of revenue 28  (4,104,984)  (3,147,147)
Gross Profit  2,080,303  1,800,412 
Selling and promotion expenses 29  (561,308)  (547,595)
Administrative expenses  30  (997,818)  (760,438)

 (1,559,126)  (1,308,033)
Operating profit  521,177  492,379 
Other income 31  1,073,277  153,664 

 1,594,454  646,043 
Other operating expenses 32  (357,161)  (296,635)
Finance cost 33  (59,245)  (58,859)
Share of loss of associate  (165,704)  (27,203)
Profit before taxation  1,012,344   263,346 
Taxation 34  (140,039)  (70,387)
Profit after taxation for the year attributable to equity holders of parent  872,305  192,959 
Earnings per share 

Basic   - In Rupees 35 9.73 2.15 
Diluted - In Rupees 35 9.72 2.15 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER
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The annexed notes from 1 to 48 form an integral part of these financial statements.

Consolidated Statement of Other Comprehensive Income
For the year ended June 30, 2022

2022 2021

           Rupees in ‘000’

Profit after taxation for the year  872,305  192,959 

Other comprehensive (loss) -  - 

Other comprehensive(loss) that may be reclassified to profit or loss in subsequent periods (net 
of tax):

Share of other comprehensive (loss) of an associate  (12,815)  (4,042)

Total comprehensive income for the year attributable to equity holders of parent  859,490  188,917 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER
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The annexed notes from 1 to 48 form an integral part of these financial statements.

Consolidated Statement of Cash Flows
For the year ended June 30, 2022

NOTE 2022 2021
           Rupees in ‘000’

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation for the year  1,012,344  263,346 
Adjustments for non cash charges and other items:
Depreciation - own assets  277,209  216,201 
Amortization of right of use assets  12,638  19,860 
Amortization of intangible assets  293,504  293,504 
Loss on disposal of fixed assets  35,126  8,540 
Amortization of deferred revenue  -    (2,454)
Foreign exchange (gain)/ loss  (790,667)  119,655 
Finance cost  67,506  75,449 
Interest income  (281,709)  (150,310)
Deferred employee compensation expense  7,553  18,773 
Amortization of deferred grant  (9,537)  (17,874)
Provision for expected credit losses  103,873  98,788 
Share of loss of associate  165,704  27,203 

 (118,800)  707,335 
Cash generated from operations before working capital changes  893,544  970,681 
Working Capital Changes
Trade debts  (179,120)  332,654 
Contract assets  (603,912)  489,478 
Contract liabilities  159,996  (113,033)
Loans and advances  (20,618)  (4,199)
Trade deposits & short term prepayments  30,176  (58,954)
Other receivables  (6,686)  1,546 
Due from related parties  (4,044)  (72,118)
Trade and other payables  218,185  201,065 
Cash (used in) /generated  from operations  (406,023)  776,439 
Finance cost  (69,231)  (67,424)
Income taxes paid  (124,338)  (70,309)
Dividend paid  (275)  (1,650)
Net cash generated from operations  293,677  1,607,737 
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipment purchased  (354,709)  (316,899)
Sales proceeds of fixed asset  16,697  19,500 
Advances against capital expenditure  (1,080)  (3,000)
Interest received  281,709  150,310 
Net cash  (used in)  investing activities  (57,384)  (150,089)
CASH FLOWS FROM FINANCING ACTIVITIES
Repurchase of shares  (184,739)  -   
Paid against lease liabilities  (19,287)  (39,065)
Received against lease liabilities  9,093  4,273 
Long term payable  (50,602)  51,976 
Deferred grant  -    8,021 
Short term borrowing  -    200,000 
Long term advances  7,975  (3,328)
Net cash (Used in) / generated from  financing activities  (237,560)  221,877 

Net (decrease) / increase in cash and cash equivalents  (1,267)  1,679,524 

Cash and cash equivalents at the beginning of the year 16  3,795,397  2,115,872 

Cash and cash equivalents at the end of the year 16  3,794,130  3,795,397 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER
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Consolidated Statement of Changes in Equity
For the year ended June 30, 2022

Attributable to equity holders of the Parent 

Issued, 
subscribed 
and paid-
up capital

Share 
deposit 
money

Capital  reserve Revenue 
reserve

Total
Equity

Employee 
share op-
tion com-
pensation 

reserve

Share 
premium

Foreign 
currency 

translation 
reserve

Unappro-
priated 
profit

R u p e e s  I n  ‘0 0 0’

The annexed notes from 1 to 48 form an integral part of these financial statements.

Balance as at June 30, 2020  898,369  13  206,555  304,167  (16,830) 5,515,868  6,908,142 

Net profit for the year - - - - -  192,959  192,959 

Other comprehensive (loss) for the year  -  -  (4,042) -  (4,042)

Total comprehensive (loss) / profit for the year  (4,042)  192,959 188,917 

Contribution of parent on account of employee share options  18,773 - -  18,773 

- -  18,773 -  (4,042)  192,959  207,690 

Balance as at June 30, 2021  898,369  13  225,328  304,167  (20,872) 5,708,827  7,115,832 

Balance as at June 30, 2021  898,369  13  225,328  304,167  (20,872) 5,708,827  7,115,832 
Net profit for the year  -  - -  872,305  872,305 
Other comprehensive (loss) for the year  (12,815)  (12,815)
Total comprehensive (loss)/profit for the year  (12,815)  872,305  859,490 
Amortization of employee share options 7,553  7,553 

- - 7,553 -  (12,815)  872,305  867,043 
Transactions with owners of the company recorded 
directly in equity
Treasury shares (20,000) - - - - (164,739) (184,739)
Balance as at June 30, 2022  878,369  13  232,881  304,167  (33,687) 6,416,393  7,798,136 

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER
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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”), incorporated in Pakistan on August 22, 1996 under the repealed Companies 
Ordinance, 1984, (Now Companies Act 2017)  as a private company limited by shares, was later on converted into public 
limited company and subsequently listed on Pakistan Stock Exchange on August 26, 2005. Principal activities of the Company 
is the development and sale of computer software and allied 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   Central Senayan 2 Building, 16th Floor, Asia Afrika Street, No. 8, Senayan,        Branch office
     Kebayoran Baru, South Jakarta, DKI Jakarta, 12190

NetSol Innovation (Private) Limited (”the subsidiary Company” or ”Subsidiary” ) is incorporated in Pakistan as a private 
limited company and is a wholly owned 100% (2021: 100%) subsidiary of NetSol Technologies Limited. The subsidiary is 
engaged in the business of providing software development & allied IT services. Registered office of the subsidiary is 
situated at NetSol IT Village, Lahore ring road, Ghazi road 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 financial statements have been prepared in accordance with the accounting and reporting standards as 
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

-International Financial Reporting Standards (IFRS) 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 from requirements of any IFRS, the 
provisions of and directives issued under the Companies Act, 2017 have been followed.

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

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

2.4 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, 2021.

2.5 Standards and interpretations that became effective
There are certain standards, amendments and interpretations to the accounting and reporting standards which are 
mandatory for accounting periods beginning on or after July 1, 2021. These are considered not to be relevant or to have 
any significant effect on the Group’s operations (although they may affect the accounting for future transactions and 
events) and are, therefore, not detailed in these financial statements.

Notes to the Consolidated Financial Statements
For the year ended June 30, 2022
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2.6 Standards and interpretations issued but not yet effective for the current financial year

There are standards and certain other amendments to accounting and reporting standards that are not yet 
effective and are considered either not to be relevant or to have any significant impact on the company’s financial 
statements and operations and, therefore, have not been disclosed in these financial statements.

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

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

Subsidiaries are all entities (including special purpose entities) over which the group has the control 
generally accompanying a shareholding of more than one half of the voting rights.

Subsidiary companies are consolidated from the date on which the Group obtains the control and continue to be 
consolidated until the date when such control ceases. Generally it is presumed that when more than 50% voting 
rights are transferred to the holding Company  control of the subsidiary is established.

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

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 
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. During the year below change in accounting 
estimate is made:

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

i. Provision for expected credit losses on accounts receivable / contract assets.
ii. Provision for taxation
iii. Useful life and recoverable amounts of depreciable assets
iv. Useful life of intangible assets
v. Contingencies
vi. Leases
vii. Revenue recognition
viii. Long term investment in associate
ix. Fair value of employee share options

Notes to the Consolidated Financial Statements
For the year ended June 30, 2022
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all the periods presented except otherwise stated.

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 straight line method to write off the cost over the remaining useful life of the 
assets.  Rates of depreciation are stated in note 5.1.

Depreciation of an asset begins when it is available for use, i.e. when it is in the location and condition necessary 
for it to be capable of operating in the manner intended by management. Depreciation of an asset ceases when the 
asset is derecognized. Depreciation does not cease when the asset becomes idle or is retired from active use unless 
the asset is fully depreciated.

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 statement of profit or loss as and when incurred.  Major repairs and 
improvements are capitalized.

The carrying amount of property, plant and equipment is removed from the statement of financial position 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 statement of profit or loss.

(ii) Right of use assets

The group recognizes right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset 
is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment 
losses, and adjusted for any re-measurement of lease liabilities. The cost of right-of-use assets includes the amount 
of lease liabilities recognized, initial direct costs incurred, and lease payments made at or before the commencement 
date less any lease incentives received. Unless the group is reasonably certain to obtain ownership of the leased asset 
at the end of the lease term, the recognized right-of-use assets are depreciated over the shorter of its estimated 
useful life and the lease term. Right-of-use assets are amortized over the useful life of the assets using straight 
line method at the rates given in note 5.4. Amortization on additions is charged for the month in which an asset is 
acquired under the finance lease  while no amortization is charged for the month in which the asset is disposed off. 
Right-of-use assets are also subject to impairment.

(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 IAS 23. These expenditures are transferred to relevant assets’ category as and when assets are available for 
use.

4.2 Intangible assets

Research and software products development

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

There are two components of intangible assets:

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

The company may capitalize 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 may be capitalized and reported 
at the lower of unamortized cost or recoverable amount. Capitalization will cease when the product or enhancement 
is available for general release to customers.

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

(b) Intangible assets acquired from market

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

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

Amortization is charged by applying straight line 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 
statement of financial position date. Amortization on additions to acquired intangible assets is charged for the month in 
which an asset is acquired while no amortization is charged for the month in which the asset is disposed off.  Rates of 
amortization are stated in note 6.

4.3 Impairment of non financial asset

The group continually assesses at each statement of financial position 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 
statement of profit or loss 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.

4.4 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 statement of financial position 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 
statement of profit or loss.  

4.5 Staff benefits

(i) Retirement benefits

The Group operates a defined contributory provident fund for its permanent employees. 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 recognized as a cost in the statement of profit or loss. The fund is administrated by the trustees.

(ii) Short-term benefits

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

Notes to the Consolidated Financial Statements
For the year ended June 30, 2022
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(iii) Employees’ share option scheme

The holding company operates an equity settled share based Employee’ Share Option Scheme (“Scheme”).  The fair 
value of options granted is determined at the grant date and is recognized as employee compensation expense on 
a straight line basis over the vesting period in P&L with corresponding credit to equity as employee compensation 
reserve. Fair value of options is arrived at using black scholes pricing model.

When the options are exercised, the proceeds received equivalent to the face value of related shares is credited to 
share capital and any amount above the share capital is credited to share premium account.

4.6 Taxation

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

Deferred tax is accounted for using the statement of financial position method in respect of all temporary differences 
arising from differences between the carrying amount of assets and liabilities in the financial statements and 
the corresponding tax bases used in the computation of the taxable profit. Deferred tax liabilities are generally 
recognized for all taxable temporary differences and deferred tax assets are recognized to the extent that it is 
probable that taxable profits will be available against which the deductible temporary differences, unused tax losses 
and tax credits can be utilized. Deferred tax is calculated at the rates that are expected to apply to the year when 
the differences reverse based on tax rates that have been enacted or substantively enacted by the reporting date. 
Deferred tax is charged or credited in the statement of profit or loss, except in the case of items credited or charged 
to other comprehensive income in which case it is included in other comprehensive income.

Expenses and assets are recognized net of the amount of sales tax, except:
- When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in 
which case, the sales tax is recognized as part of the cost of acquisition of the asset or as part of the expense item, 
as applicable. 
- When receivables and payables are stated with the amount of sales tax included the net amount of sales tax 
recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the statement 
of financial position.

4.7 Creditors, accruals, provisions & contingencies

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

Liabilities for creditors and other amounts payable in foreign currency are revalued by applying the exchange rate 
applicable on statement of financial position 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 statement of financial position 
date and adjusted to reflect the current best estimate. Where outflow of resources embodying economic benefits is 
not probable, a contingent liability is disclosed, unless the possibility of outflow is remote. 

4.8 Cash and cash equivalents

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

4.9 Revenue recognition

The Group follows IFRS 15 for the recognition of revenue for all its revenue streams. The Group determines revenue 
recognition using the following step wise approach:

• 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, a performance obligation is satisfied
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The Group 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. The group has 
generally concluded that it is the principal in its revenue arrangements because it typically controls the goods or 
services before transferring them to the customer. Revenue is presented net of sales, value-added and other taxes 
collected from customers and remitted to government authorities.

The Group 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) subscription and support, which includes subscription and post 
contract support, of its enterprise software solutions for the lease and finance industry.  The Company offers its software 
using both traditional on-premises licensing model and Software as a Service (SaaS) 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 Group generates its non-core revenue by providing business process outsourcing (”BPO”) services and other services 
(including support 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 Group identifies the performance 
obligations at contract inception so that the Group can monitor and account for the performance obligations over the life 
of the contract.

The Group’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 support and services in addition to the licenses. The Group’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 Group may be required to allocate the contract’s transaction price to each 
performance obligation using its best estimate for the SSP.

Information about Group’s performance obligations are summarized below:

a) Software Licenses:

Performance obligation is satisfied and revenue from software licenses is recognized at the point in time when 
transfer of control for software is 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 Group’s typical payment terms tend to vary by region, but its standard payment terms 
are within 30-120 days of invoice.

b) Subscription and Support:

Subscription revenue is recognized ratably over the initial subscription period committed to by the customer 
commencing when the product is made available to the customer. The initial subscription period is typically 12 
to 60 months. The Company generally invoices its customers in advance in quarterly or annual installments and 
typical payment terms provide that customers make payment within 30 days of invoice. Performance obligation 
against support  revenue is recognized ratably over the term of the support 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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c) Professional services:

Performance obligation is satisfied and revenue from professional services is recognized over the time and 
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 migration and building non-complex interfaces to 
allow the software to operate in integrated environments. The Group recognizes revenue from time-and-material 
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.

d) BPO services:

Revenue from BPO services is recognized when earned. Group recognizes revenue on issuance of  billing to the 
customer. Payment terms are 90 days after invoice.

Miscellaneous

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

Rental income is recognized on time proportion basis. Payment terms are 30 days.

Dividend is recognized as income when the right of receipt is established. Payment terms are 15 days after 
declaration of dividend.

Miscellaneous income is recognized on receipt basis.

Significant Judgments

More judgments and estimates are required under IFRS 15 than were required under IAS 18 and other previous 
pronouncements. Due to the complexity of certain contracts, the actual revenue recognition treatment required 
under IFRS 15 for the Group’s arrangements may be dependent on contract-specific terms and may vary in some 
instances.

Judgment is required to determine the standalone selling price (”SSP”) for each distinct performance obligation. The 
Group rarely licenses or sells products on a stand-alone basis, so the Group is required to estimate the range of SSPs 
for each performance obligation. In instances where SSP is not directly observable because the Group does not sell 
the license, product or service separately, the Group determines the SSP using information that may include market 
conditions and other observable inputs. In making these judgments, the Group analyzes various factors, including its 
pricing methodology and consistency, size of the arrangement, length of term, customer demographics and overall 
market and economic conditions. Based on these results, the estimated SSP is set for each distinct product or service 
delivered to customers.

The most significant inputs involved in the Group’s revenue recognition policies are:  The (1) stand-alone selling 
prices of the Group’s software license, and the (2) method of recognizing revenue for installation/customization, and 
other services.

The stand-alone selling price of the licenses was measured primarily through an analysis of pricing that management 
evaluated when quoting prices to customers. Although the Group has no history of selling its software separately 
from support and other services, the Group does have historical experience with amending contracts with customers 
to provide additional modules of its software or providing those modules at an optional price.  This information 
guides the Group in assessing the stand-alone selling price of the Group’s software, since the Group can observe 
instances where a customer had a particular component of the Group’s software that was essentially priced separate 
from other goods and services that the Group delivered to that customer.

The Group recognized revenue from implementation and customization services using the percentage of completion 
basis. The output method is used for measuring percentage of completion by taking into account the estimated 
“man-days” that the work requires. The Group believes the level of effort to complete the services is best measured 
by the amount of time (measured as an employee working for one day on implementation/customization work) that 
is required to complete the implementation or customization work.  The Group continuously reviews its estimate of 
man-days required to complete implementation and customization services.
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Revenue is recognized over time for the Group’s subscription, support and fixed fee professional services that are 
separate performance obligations.  For the Group’s professional services, revenue is recognized over time, generally 
using man-days expended to measure progress. Judgement is required in estimating project status and efforts 
necessary to complete projects. A number of internal and external factors can affect these estimates, including man-
day rates, utilization, specification variances and testing requirement changes.

If a group of agreements are entered at or near the same time and so closely related that they are, in effect, part of 
a single arrangement, such agreements are deemed to be combined as one arrangement for revenue recognition 
purposes. The Group exercises significant judgment to evaluate the relevant facts and circumstances in determining 
whether agreements should be accounted for separately or as a single arrangement. The Group’s judgments about 
whether a group of contracts comprise a single arrangement can affect the allocation of consideration to the distinct 
performance obligations, which could have an effect on results of operations for the periods involved.

If a contract includes variable consideration, the Group exercises judgment in estimating the amount of consideration 
to which the entity will be entitled in exchange for transferring the promised goods or services to a customer. When 
estimating variable consideration, the Group will consider all relevant facts and circumstances. Variable consideration 
will be estimated and included in the contract price only when it is probable that a significant reversal in the amount 
of revenue recognized will not occur.

Practical Expedients and Exemptions

There are several practical expedients and exemptions allowed under IFRS 15 that impact timing of revenue 
recognition and the Group ’s disclosures. Below is a list of practical expedients the Group applied in the adoption and 
application of IFRS 15:

a) The Group does not evaluate a contract for a significant financing component if payment is expected within one year 
or less from the transfer of the promised items to the customer.

b) The Group generally expenses sales commissions and sales agent fees when incurred when the amortization period 
would have been one year or less or the commissions are based on cash received.  These costs are recorded within 
sales and marketing expense in the statement of profit or loss.

c) The Group does not disclose the value of unsatisfied performance obligations for contracts that have an original 
expected duration of one year or less.

d) The Group does not disclose the value of unsatisfied performance obligations for contracts for which the Group 
recognizes revenue at the amount to which it has the right to invoice for services performed (applies to time-and-
material engagements).

Costs to obtain a contract

The Group does not have a material amount of costs to obtain a contract capitalized at any statement of financial 
position date.  In general, we incur few direct incremental costs of obtaining new customer contracts.  We rarely incur 
incremental costs to review or otherwise enter into contractual arrangements with customers.  In addition, our sales 
personnel receive fees that we refer to as commissions, but that are based on more than simply signing up new 
customers.  Our sales personnel are required to perform additional duties beyond signing of new deals, including 
account management of customers and cash collection efforts.

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the 
Group has satisfied the performance obligation, either in full or partially, by transferring goods or services to a 
customer before the invoice is issued or payment is due, a contract asset is recognized for the earned consideration 
that is conditional.

Trade receivables

A receivable represents the Group’s right to an amount of consideration that is unconditional (i.e., only the passage 
of time is required before payment of the consideration is due). Refer to accounting policies of financial assets in 
section 4.12 (i) Financial instruments – initial recognition and measurement.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has received 
consideration from the customer in advance or an amount of consideration is due. If a customer pays consideration 
before the Group transfers goods or services to the customer, a contract liability is recognized when the amount is 
received or the payment is due (whichever is earlier). Contract liabilities are recognized as revenue when the Group 
performs under the contract.
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4.10 Borrowing costs

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

4.11 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.

4.12 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity 
instrument of another entity.

(i) Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, and subsequently measured at amortized cost, fair value through 
other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow 
characteristics and the Group’s business model for managing them.

Group initially measures a financial asset at its fair value plus transaction cost. In the case of a financial asset not at 
fair value through profit or loss at its fair value.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

• Financial assets at amortized cost (debt instruments)
• Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments)
• Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon DE 
   recognition (equity instruments)
• Financial assets at fair value through profit or loss

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is 
primarily derecognized (i.e., removed from the Group’s statement of financial position) when rights to receive cash 
flows from the asset have expired or have been transferred and the Group has transferred substantially all risks and 
rewards of ownership.

Impairment

The Group recognizes an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value 
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with 
the contract and all the cash flows that the group expects to receive, discounted at an approximation of the original 
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit 
enhancements that are integral to the contractual terms.

ECLs are recognized in two stages. For credit exposures for which there has not been a significant increase in credit 
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible within 
the next 12-months (a 12-month ECL). For those credit exposures for which there has been a significant increase in 
credit risk since initial recognition, a loss allowance is required for credit losses expected over the remaining life of 
the exposure, irrespective of the timing of the default (a lifetime ECL).
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For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore, the 
Group does not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs at each 
reporting date. The Group has established a provision matrix that is based on its historical credit loss experience, 
adjusted for forward-looking factors specific to the debtors and the economic environment.

(ii) Financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans 
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net 
of directly attributable transaction costs.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities 
designated upon initial recognition at fair value through profit or loss. Gains or losses on liabilities held for trading 
are recognized in the statement of profit or loss. Financial liabilities designated upon initial recognition at fair value 
through profit or loss are designated at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. 
The Group has not designated any financial liability as at fair value through profit or loss.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using 
the effective interest rate (EIR) method. Gains and losses are recognized in the consolidated statement of profit or 
loss when liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that 
are an integral part of the EIR. The EIR amortization is included as finance costs in the statement of profit or loss.

This category generally applies to interest-bearing loans and borrowings.

Other financial liabilities are also subsequently measured at amortized cost using the EIR method. Interest expense 
and foreign exchange gains and losses are recognized in the statement of profit or loss. Any gain or loss on de-
recognition is also recognized in the statement of profit or loss.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When 
an existing financial liability is replaced by another from the same lender on substantially different terms, or the 
terms of an existing liability are substantially modified, such an exchange or modification is treated as DE recognition 
of the original liability and recognition of a new liability. Difference in the respective carrying amounts is recognized 
in the statement of profit or loss.

4.13 Dividend and appropriation to reserves

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

4.14 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.

4.15 Fair value

The fair value of financial instruments that are actively traded in organized financial markets is determined by 
reference to quoted market bid prices at the close of business on the statement of financial position 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.
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4.16 Segment reporting

The chief operating decision-maker (CODM), who is responsible for allocating resources and assessing performance 
of the operating segments, has been identified as the Senior Management Team that makes strategic decisions. The 
management has determined the operating segments based on the reports reviewed by CODM of the Group. For 
management purposes, the Group is organized into operating segments based on their products and services.  Each 
operating segment has a manager responsible for the operations who periodically reports to the CODM the outcome 
of the operating segment’s efforts and its resource requirements.  Additional disclosures on each of these segments 
are shown in note # 45, including the factors used to identify the reportable segments and the measurement basis 
of segment information.

4.17 Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to 
participate in the financial and operating policy decisions of the investee, but is not control or joint control over those 
policies.

The considerations made in determining significant influence are similar to those necessary to determine control 
over subsidiaries. The Group’s investment in its associate is accounted for using the equity method.

Under the equity method, investment in an associate is initially recognized at cost. The carrying amount of the 
investment is adjusted to recognize changes in the Company’s share of net assets of the associate since the 
acquisition date. Goodwill relating to the associate is included in the carrying amount of the investment and is not 
tested for impairment separately.

The statement of profit or loss reflects the Group’s share of the results of operations of the associate. Any change in 
OCI of those investees is presented as part of the Group’s OCI. In addition, when there has been a change recognized 
directly in the equity of the associate, the Group recognizes its share of any changes, when applicable, in the 
statement of changes in equity. 

The financial statements of the associate are not prepared for the same reporting period as the company. Reporting 
period of financial statements of associate used to apply equity method lags behind three months from company’s 
reporting period. The associate’s financial statements prepared for reporting period ended March 31, 2022 are used 
for this purpose. Reason for using a different reporting period is the non-availability of latest financial statements 
of the associate.

The company periodically determines whether it is necessary to recognize any impairment loss on its investment 
in its associate or not. The company determines on annual basis whether there is any objective evidence that the 
investment in associate is impaired. If there is such evidence, the company calculates the amount of impairment as 
the difference between the recoverable amount of the associate and its carrying value, and then recognizes the loss 
within ‘Share of profit or loss of an associate’ in the statement of profit or loss.

Upon loss of significant influence over the associate, the group measures and recognizes any retained investment at 
its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the 
fair value of the retained investment and proceeds from disposal is recognized in profit or loss.

Significant judgements:

The group has made significant judgements in determining significant influence over the associated company.

Group has considered below factors in determining significant influence:

i) Ownership interest in associate.
ii) Representation on the board of directors of the associate.
iii) Participation by group in policy-making processes, including participation in decisions about dividends or other 
distributions of associate.
iv) Material transactions between the group and its associate.
v) Provision of essential technical information.

The Company also had agreements with the associate that empower the company to participate in policy making 
processes, decisions about dividend, borrowing, change in associate’s capital structure etc. Due to these reasons, the 
Company has concluded that, even though its ownership interest in associate is less than 20% but because of the 
above reasons, significant influence is established and hense it is considered as an associate.
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4.18 Earnings per share

The Group presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing the profit after tax 
attributable to ordinary shareholders of the Group 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.

4.19 Lease liabilities

At the commencement date of the lease, the group recognizes lease liabilities measured at the present value of 
lease payments to be made over the lease term. The lease payments include fixed payments (including in-substance 
fixed payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and 
amounts expected to be paid under residual value guarantees. The variable lease payments that do not depend on 
an index or a rate are recognized as expense in the period on which the event or condition that triggers the payment 
occurs.

In calculating the present value of lease payments, the group uses the incremental borrowing rate at the lease 
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement 
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments 
made. In addition, the carrying amount of lease liabilities is premeasured if there is a modification, a change in the 
lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the 
underlying asset.

4.20 Short-term leases and leases of low-value assets

The group applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a 
lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies 
the lease of low-value assets recognition exemption to leases that are considered of low value. Lease payments on 
short-term leases and leases of low-value assets are recognized as expense on a straight-line basis over the lease 
term.

4.21 Significant judgement in determining the lease term of contracts with renewal options

The group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an 
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the 
lease, if it is reasonably certain not to be exercised.

The group applies judgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it 
considers all relevant factors that create an economic incentive for it to exercise the renewal. After the commencement 
date, the group reassesses the lease term if there is a significant event or change in circumstances that is within its 
control and affects its ability to exercise (or not to exercise) the option to renew (e.g., a change in business strategy).

4.22 Deferred grant

Deferred grant is recognized where there is reasonable assurance that the grant will be received and all attached 
conditions will be complied with. When the grant relates to an expense item, it is recognized as income and presented 
as deduction from the related expense on a systematic basis over the periods that the related costs, for which it 
is intended to compensate, are expensed. When the grant relates to an asset, it is recognized as income in equal 
amounts over the expected useful life of the related asset.
When the group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts 
and released to profit or loss over the expected useful life of the asset, based on the pattern of consumption of the 
benefits of the underlying asset by equal annual instalments.

4.23 Advances and deposits 

These are recognized at nominal amount which is fair value of considerations to be received in future.
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5.1 Following is statement of owned assets

NOTE
2022 2021

      Rupees in ‘000’
5. PROPERTY, PLANT & EQUIPMENT

Net book value of owned assets 5.1  1,583,166 1,522,391 
Net book value of Right of Use Assets 5.4  32,739 80,475 
Advances against capital expenditure 5.6  4,080  3,000 

 1,619,985 1,605,866 

2022

Particulars

COST D E P R E C I A T I O N Net book
value 
 as at

June 30,
2022

As at
Jul 01,
2021

Additions  
/ 

(Deletions)

As at
June 30,

2022

Rate
%

As at
Jul 01,
2021

Adjustment 
during the 

year

Charge for
the year

As at
June 30,

2022

R u p e e s  I n  ‘ 0 0 0 ‘

Tangible Assets
Land - freehold  254,229  -    254,229  -    -    -    -    254,229 

-
Building on free  952,561  -    952,561  5  337,598  -    32,367  369,965  582,596 
  hold land -
Furniture & fixtures  74,358  1,916  71,719  10  41,425  8,279  47,853  23,866 

 (4,555)  (1,851)
Vehicles  238,040  243,862  467,954  20  94,461  47,794  48,973  181,882  286,072 

 (13,948)  (9,346)
Computers 1,704,347  156,585 1,233,259  20~33 1,384,382  4,499  134,922  930,186  303,073 

 (627,673)  (593,617)
Air conditioners  67,297  2,418  68,583  10  34,156  8,281  42,437  26,146 

 (1,132) -
Office equipment  76,560  1,940  77,783  10  39,794  7,673  47,467  30,316 

(717)
Electric fittings  49,371  -    49,371  10  26,767  -    5,651  32,418  16,953 

-
Generator  53,077  2,090  54,902  10  36,268  -    6,130  42,398  12,504 

 (265) -
Intangible Assets

Software  337,425  33,290  69,369  33  290,023  24,933  21,958  47,411 
 (301,346)  (292,998)

3,807,265  442,100 3,299,730 2,284,874  52,293  277,209  1,716,564 1,583,166 

 (949,635)  (897,812)

The detail for the assets disposed off during the year is given in note 5.3
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2021

Particulars

COST D E P R E C I A T I O N Net book
value 
as  at

Jun 30,
2021

As at
Jul 01,
2020

Additions  
/ 

(Deletions)

As at
Jun 30,
2021

Rate
%

As at
Jul 01,
2020

Adjustment 
during the 

year

Charge 
for

the year

As at
Jun 30,
2021

R u p e e s  I n  ‘ 0 0 0 ‘

Tangible Assets
Land - freehold  254,229  -    254,229  -    -    -    -    254,229 

-

Building on free  952,561 -  952,561  5  305,232  -  32,366  337,598  614,963 

  hold land -

Furniture & fixtures  74,032  326  74,358  10  30,684  10,741  41,425  32,933 

- -

Vehicles  164,947  100,591  238,040  20  85,989  2,677  24,385  94,461  143,579 

 (27,498)  (18,590)

Computers  1,548,208  173,248  1,704,347  20~33 1,303,181  -    97,300  1,384,382  319,965 

 (17,109)  (16,100)

Air conditioners  66,646  651  67,297  10  25,797  8,359  34,156  33,141 

Office equipment  67,599  8,994  76,560  10  29,085  10,728  39,794  36,766 

(33) (19)

Electric fittings  49,371  -    49,371  10  20,908  -    5,859  26,767  22,604 

-
Generator  53,077  -    53,077  10  27,441  -    8,827  36,268  16,809 

- -

Intangible Assets
Software  886,910  34,369  337,425  33  838,133  17,635  290,023  47,402 

 (583,854)  (565,745)

 4,117,580  318,179  3,807,265 2,666,450  2,677  216,201  2,284,874 1,522,391 

 (628,494)  (600,454)

NOTE
2022 2021

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

Cost of revenue 28  208,228  162,150 

Administrative expenses  30  68,981  54,051 
 277,209  216,201 
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5.3 Particulars of fixed assets disposed off during the year exceeding book value of Rs. 5 million in aggregate 
and 0.5 million individually are as follows:

2022

Particulars
Cost Net Book 

Value
Sales 

Proceeds Gain/(Loss)
Mode of Disposal Particulars of Purchaser

R u p e e s  I n  ‘ 0 0 0 ‘

Vehicle  2,825  1,086  1,668  582 Company Policy Wajih Ur Rehman (Employee)

Vehicle  2,725  859  2,400  1,541 Company Policy Kamran Khalid (Employee)

Vehicle  5,390  1,487  5,100  3,613 Company Policy Ayub Rehmat (Employee)

Vehicle  2,728  891  1,500  609 Company Policy Majid Bashir (Employee)

2021

Particulars
Cost Net Book 

Value

Sales 
Pro-

ceeds

Gain/
(Loss) Mode of Disposal Particulars of Purchaser

R u p e e s  I n  ‘ 0 0 0 ‘

Vehicle  2,453  826  1,531  705 Company Policy Sajid Mukhtar (Employee)

Vehicle  2,478  820  2,518  1,698 Open Market Muhammad Asad Dogar

Vehicle  2,800  724  2,250  1,526 Open Market Nauman Aslam

Vehicle  2,612  546  2,100  1,554 Company Policy Shahid Iqbal (Employee)

Vehicle  651  651  700  49 Open Market Iqbal Transport Co.

           5.4  Following is statement of right of use assets

2022

Particulars

COST D E P R E C I A T I O N Net book
value as at

June 30,
2022

As at
Jul 01,
2021

Additions 
/ 

(Deletions)

As at
June 30,

2022

Rate
%

As at
Jul 01,
2021

Adjustment 
during the 

year

Charge for
the year

As at
June 30,

2022
R u p e e s  I n  ‘ 0 0 0 ‘

Vehicles  143,734  9,093  62,651  20  65,147  -    12,559  29,912  32,739 
 (90,176)  (47,794)

Computers  6,308  -    -    33  4,420  79  -    -   
 (6,308)  (4,499)

 150,042  9,093  62,651  69,567  (52,293)  12,638  29,912  32,739 
 (96,484)
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2021

Particulars

COST D E P R E C I A T I O N Net book
value as at

Jun 30,
2021

As at
Jul 01,
2020

Additions 
/ 

(Deletions)

As at
Jun 30,
2021

Rate
%

As at
Jul 01,
2020

Adjustment 
during the 

year

Charge for
the year

As at
Jun 30,
2021

R u p e e s  I n  ‘ 0 0 0 ‘

Vehicles  145,014  4,273  143,734  20  48,908  -    18,916  65,147  78,587 

 (5,553)  (2,677)

Computers  6,308  -    6,308  33  3,476  944  4,420  1,888 

- -

- -

 151,322  4,273  150,042  52,384  19,860  69,567  80,475 

 (5,553)  (2,677)

Note
2022 2021

           Rupees in ‘000
5.5 Depreciation is allocated in the following manner

Cost of revenue 28  9,478  14,895 
Administrative expenses 30  3,160  4,965 

 12,638  19,860 
5.6 Advance against capital expenditure represent advances paid for purchase of fixed assets but delivery of assets are not 

made to the company till June 30.
5.7 Particulars of Immovable assets of the company are as follows:

Location Address
Land Area 

(Sq Ft)
Covered Area 

(Sq Ft)
Lahore NetSol IT Village (Software Technology Park), Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt. 149,738 140,631 

Lahore House No. 4, Cricketers Colony, NetSol IT Village (Software Technology Park), Lahore 
Ring Road, Ghazi Road Interchange, Lahore Cantt.  1,750  2,430 

Lahore House No. 5, Cricketers Colony, NetSol IT Village (Software Technology Park), Lahore Ring 
Road, Ghazi Road Interchange, Lahore Cantt.  1,750  2,430 

Lahore House No. 6, Cricketers Colony, NetSol IT Village (Software Technology Park), Lahore Ring 
Road, Ghazi Road Interchange, Lahore Cantt.  1,750  2,430 

Lahore House No. 56-A, Cricketers Colony, NetSol IT Village (Software Technology Park), Lahore Ring 
Road, Ghazi Road Interchange, Lahore Cantt. 1,575 2,095 

Karachi 43/1/Q, Amna Villa 1, Block-6, PECHS Housing Society Karachi 4,500 13,500 

6. INTANGIBLE ASSETS
2022

Particulars

COST A MO R T I Z A T I O N
Net book

value as at
June 30,

2022

As at
Jul 01,
2021

Additions 
/ 

(Dele-
tions)

As at
June 30,

2022

Rate
%

As at
Jul 01,
2021

Charge 
for the 

year

As at
June 30,

2022

R u p e e s  I n  ‘ 0 0 0 ‘
In-house Developed Soft-
ware
NFS Ascent 2,935,038  -    2,935,038  10  2,307,645  293,504  2,601,149  333,889 

2,935,038  -    2,935,038  2,307,645  293,504  2,601,149  333,889 
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7. LONG TERM INVESTMENTS
Investment in associate

WRLD3D Inc. (Unquoted company) 7.1  -   178,519 

2021

Particulars

COST A MO R T I Z A T I O N Net book
value as at

Jun 30,
2021

As at
Jul 01,
2020

Additions  
/ 

(Deletions)

As at
Jun 30,
2021

Rate
%

As at
Jul 01,
2020

Charge for 
the year

As at
Jun 30,
2021

R u p e e s  I n  ‘ 0 0 0 ‘

In-house Developed Software
NFS Ascent  2,935,038  -    2,935,038  10  2,014,141  293,504  2,307,645  627,393 

 2,935,038  -    2,935,038  2,014,141  293,504  2,307,645  627,393 

NOTE
2022 2021

           Rupees in ‘000’
6.1    Amortization is allocated in the following manner
         Cost of revenue 28  293,504  293,504 

6.2 Remaining amortization period for NFS - Ascent is 1 year 2 months.
6.3 NetSol Financial Suite has been fully amortized but the company is still generating revenues from its sales.

This represents investment in WRLD3D Inc., a US based entity having its principal place of business at 800 W. EI 
Camino Real, Suite 320, Mountain View, California 94040 and engaged in gaming and 3D mapping business. DCD 
Holdings Limited Carlton Services Ltd, second floor, The Quadrant, Manglier Street, PO Box 1312, Victoria, Mahe, 
Seychelles is the beneficial owner of the company. The Company owns 4,092,189 preference BB shares of WRLD3D 
Inc. (12.2% ownership interest) originally valued at $2.77 million and uses equity method to account for investment 
in associate.

As a result of significant decline in fair value of the investment, the company carried out a review of the recoverable 
amount of the investment at the year end. The management estimates the recoverable amount of the investment 
based on its fair value. The group has engaged an external, independent and qualified valuer to determine the fair 
value of the investment. They have determined the fair value by using market based approach which is a level 2 
measurement as per the fair value hierarchy set out in IFRS 13. Significant decline in fair value is due to financial 
difficulty faced by WRLD3D from the ongoing impact of COVID-19 & difficulty in attracting the market for sale of 
its coreproducts due to rapid technological changes. The management concluded that due to the lack of active 
market for the WRLD3D shares, it will not be able to recover its current value. Since the recoverable amount of the 
investment is less than the current value (i.e. Rs 120.45 million after incorporating the share of loss from associate 
for FY2022) hence, the investment is impaired in full. The Company recognized an impairment loss of Rs 120.45 
million (included in the share of loss of associate amount) through the profit or loss in the current financial year.

The following table illustrates the summarized financial information of associate and its reconciliation with 
carrying value of the Group’s investment in WRLD3D:

7.1 Investment in associate-foreign company
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2022
(Unaudited)

2021
(Audited)

                     Rupees in ‘000’
Non-current assets  48,931  38,092 

Current assets  9,820  35,323 
Non-current liabilities  (507,755)  (355,262)

Current liabilities  (2,702,041)  (1,847,624)

Equity  (3,151,045)  (2,129,471)

Group’s share in equity – 12.2% (2021: 12.2%)  (384,428)  (259,796)

Goodwill  384,428  442,276 

Impact of foreign currency translation  -    (3,961)

Group’s carrying amount of the investment -  178,519 

Revenue from contracts with customers  44,464  84,359 

Loss for the year (Adjusted)  (370,931)  (222,975)

8. LONG TERM LOANS TO EMPLOYEES

Loan to employees  15,010  5,897 

Less: current maturity  (6,955)  (2,345)

 8,055  3,552 
8.1   These are carried at cost as the effect of carrying these balances at amortized cost would not be material in the 

overall context of these financial statements.

9 TRADE DEBTS

Considered good - unsecured 9.2  2,515,750  1,649,836 
Considered doubtful - unsecured 9.3  190,782  329,874 

 2,706,532  1,979,710 
Less: Provision for expected credit losses  (190,782)  (329,874)

 2,515,750 1,649,836 

9.1 Amount receivable from related parties included in trade debts are as under:
NetSol Technologies (Thailand) Limited  77,578 73,609 

NetSol Technologies (Beijing) Company Limited  1,231,368 873,748 

NetSol Australia Pty. Limited  224,471  111,747 

NetSol Technologies America  315,913  247,042 

NetSol Technologies Europe Limited  15,701  -   

Ascent Europe Limited  37,439  19,441 

OTOZ Thailand Ltd  84,521  77,876 

WRLD3D Inc.  -    242,029 

 1,986,991  1,645,492 

Less: Provision for expected credit losses  (187,446)  (327,852)

 1,799,545  1,317,640

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

9.3 This is a provision created for any future credit losses. The amount due from WRLD3D is adjusted against this 
provision during the year.

NOTE
2022 2021

           Rupees in ‘000’
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Balance as at July 1  329,874  233,499 

Provision made during the year  97,403  96,375 
Write offs during the year  (236,495)  -   

Balance as at June 30  190,782  329,874 

9.5 The aging of trade debts at June 30 is as follows:
2022 2021

Rupees in ‘000’ Rupees in ‘000’
 Gross  Impaired Gross Impaired

Not past due  506,721  -    298,688  -   
Past due 1-180 days  947,554  -    806,199  -   
Past due 181 days -1 year  429,778  -    470,320  -   
More than one year  822,479  -    404,502  -   
Total  2,706,532  -    1,979,709  -   
9.6 The aging of trade debts due from related parties at June 30 is as follows:

2022 2021
           Rupees in ‘000’

2022 2021
Rupees in ‘000’ Rupees in ‘000’

 Gross  Impaired Gross Impaired

Not past due  326,252  -    127,956  -   
Past due 1-180 days  549,128  -    647,134  -   
Past due 181 days -1 year  362,716  -    466,002  -   
More than one year  748,895  -    404,401  -   
Total  1,986,991  -    1,645,493  -   

9.7 Maximum aggregate amount outstanding from trade debts due from related party at the end of any month 
during the year was Rs. 1,990.89 million (2021 : Rs. 2,253.7 million).

10. CONTRACT ASSETS

It represents unbilled debtors arising due to recognition of revenue as per IFRS 15 
“Revenue from contracts with customers”.

Considered good - unsecured  1,767,068  1,163,155 

Considered doubtful - unsecured 10.1  28,097  21,628 
 1,795,165  1,184,783 

Less: Provision for expected credit losses 10.1  (28,097)  (21,628)
 1,767,068  1,163,155 

2022 2021
           Rupees in ‘000’

9.4 Movement in provision for expected credit losses is given below:
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NOTE
2022 2021

           Rupees in ‘000’

10.1 Movement in provision for future doubtful contract assets is given below:

Balance as at July 1  21,628  19,215 

Provision made during the year  6,469  2,413 

Balance as at June 30  28,097  21,628 

10.2 There is a net increase of Rs. 603.91 million in contract assets as compared to last fiscal year (2021: 
decrease of Rs. 489.48 million). Explanation of significant changes are as follows:

Opening balance-contract assets  1,163,155  1,652,633 

Add: Revenue recognised  4,707,103  3,453,533 

Less: Invoices raised (4,364,267) (3,930,099)

Forex gain / (loss)  267,546  (10,499)

Provision for expected credit losses  (6,469)  (2,413)

Closing balance-contract assets  1,767,068  1,163,155 

11. LOANS AND ADVANCES - unsecured -considered good

Current maturity of loans to employees 8  6,955  2,345 

Advances

 - employees  180  525 

 - against expenses 11.1  25,343  13,493 

 32,478 16,363 

11.1 The advances against expenses are given to meet business expenses and are settled as and when the 
expenses are incurred.

12. TRADE DEPOSITS AND SHORT TERM PREPAYMENTS

Security deposit  3,118  4,240 

Prepayments  51,332  80,386 

 54,450 84,626 

13. OTHER RECEIVABLES

Guarantee margin  7,747  2,340 

Other receivable - considered good  6,065  4,786 

 13,812 7,126 
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16. CASH AND BANK BALANCES
With banks 

Saving accounts-Local currency 16.1  3,134,324  3,421,001 
Saving accounts-Foreign currency 16.1  382,308  171,566 
Current accounts-Local currency 16.2  165  4,407 
Current accounts-Foreign currency 16.2  262,315  188,396 

 3,779,112 3,785,370 
In hand  15,018  10,027 

 3,794,130 3,795,397 
16.1 The balances in savings accounts bear mark up at 5.50% to 14.38% per annum. (2021 : 5.44% to 7.25% per 

annum). Balances in saving accounts include Rs. 1,954.57 million maintained in shariah compliant bank 
accounts (2021: Rs. 2,043.26 million).

16.2 Balances in current accounts include Rs. 0.11 million maintained in shariah compliant bank accounts (2021: 
Rs.188.186 million).

14. DUE FROM RELATED PARTIES
Considered good - unsecured
Parent
NetSol Technologies Limited Inc.  185,839  181,368 
Associates:
NetSol Connect (Pvt) Ltd.  22,725  25,870 
OTOZ Thailand Ltd.  29,967  40,928 
NetSol Technologies (Beijing) Ltd.  64,176  28,795 
NetSol Technologies America  25,671  10,883 
NetSol Technologies (Thailand) Limited  121,403  157,893 

 449,781 445,737 

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

14.2 Maximum aggregate amount outstanding from related party at any month-end during the year was Rs. 
451.16 million (2021 : Rs. 561.4 million).

14.3 Aging of due from related parties at June 30 is as follows:

15. TAXATION - NET
Tax receivable as at 1 July  16,455  16,533 

Tax payments  55,008  29,956 

Provision for taxation  (70,709) (30,034)
 754 16,455 

2022 2021
Rupees in ‘000’ Rupees in ‘000’

 Gross  Impaired Gross Impaired

Not past due  43,026  -    26,894  -   
Past due 1-180 days  85,200  -    90,676  -   
Past due 181 days -1 year  41,338  -    212,534  -   
More than one year  280,217  -    115,634  -   
Total  449,781  -    445,737  -   

2022 2021
           Rupees in ‘000’

NOTE
2022 2021

           Rupees in ‘000’
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 18.4 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.

 18.5 There are 3 million outstanding options to subscribe for ordinary shares of the Company granted under the 
employee share option plan as disclosed in Note 19.1.1

 18.6 NetSol Technologies Inc. 23975, Park Sorrento, Suite 250, Calabasas CA 91302, is the parent company holding 67.62% 
(2021 : 66.12%)  of issued capital of the Company.

 18.7 The holding  Company is not subject to any externally imposed capital requirements for the financial years 2021 
and  2022.

 18.8 During the fiscal year 2022, the company announced and bought back 2.23% of its outstanding ordinary shares 
through Pakistan Stock Exchange at the market price during the purchase period. The shares purchased are held as 
“treasury shares” as at 30 June 2022. The buy-back exercise was carried out in compliance with the requirements 
of Companies Act 2017 and Listed Companies (Buy-back of Shares) Regulations, 2019 after obtaining approval from 
the members of the Company in their extraordinary general meeting held on May 10, 2022. 
The shares held by the company as treasury shares are held in CDC blocked account in freeze form. These are not 
entitled to any voting right, cash dividend or other distribution made by the company.

18. SHARE CAPITAL
 18.1 Authorized share capital

2022 2021 2022 2021

Number of shares Rupees in ‘000’
 150,000,000  150,000,000 Ordinary Shares of Rs. 10 each.  1,500,000  1,500,000 

 18.2 Issued, subscribed & paid-up capital
 42,686,191  42,686,191 Ordinary Shares of Rs. 10 each fully paid in cash  426,862  426,862 

 47,150,732  47,150,732 Ordinary Shares of Rs. 10 each issued as fully paid 
bonus shares  471,507  471,507 

 (2,000,000)  -   Treasury Shares of Rs. 10 each as fully paid in cash  (20,000)  -   
 87,836,923  89,836,923  878,369 898,369 

 18.3 Reconciliation of number of shares issued, subscribed & paid-up Number of shares
Number of shares outstanding as at July 1  89,836,923  89,836,923 

Treasury shares of Rs. 10 purchased at market value  (2,000,000)  -   
Number of shares outstanding as at June 30  87,836,923  89,836,923 

17. BASIS OF FAIR VALUE MEASUREMENT
The transfer of asset to subsidiary company is made on fair value. 
Fair value of items
During the period the exchange of assets (i.e non-recurring items) between related parties is made at fair value.

Non recurring fair value measurements
IT Equipments  2,488 -

Valuation techniques and inputs used
The group has engaged an external, independent and qualified valuer to determine the fair value of the equipments. 
They have determined the fair value by using market based approach as described in IFRS 13.
The inputs used to develop those measurements are purchase date, useful life of asset, present condition, location 
and market value of the similar items.
Level of the fair value hierarchy
This is a level 2 measurement as per the fair value hierarchy set out in IFRS 13.

2022 2021
           Rupees in ‘000’
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Total number of options granted  3,000,000 
Per option fair value at the grant date Rs. 14.82
Average 30 days per share price preceding the date of grant Rs. 96.79
Exercise price per option Rs. 77.84
Annual Rate of Quarterly Dividends 13.50%
Discount Rate - Bond Equivalent Yield 11.80%
Annual volatility 55.08%

20. LONG TERM FINANCING
Long term finance facility  20.1  86,175  250,429 

Deferred grant  20.2  712  10,249 
Loan liability  20.3  127,140  13,488 

Less: Current portion shown under current liabilities:
Current portion of long term finance facility  (86,175)  (164,254)

Current portion of deferred grant  (712)  (9,537)

Current portion of loan liability  (38,859)  (4,456)

 (125,746)  (178,246)

 88,281  95,920 

19.1.1 Employee stock option scheme

As per the approved employee stock option scheme, the board and the compensation committee granted 
three million stock options to its employees on December 27, 2021 at a grant price of Rs. 77.84 per option. 
No amount is paid or payable by any employee on receipt of the option. No option carries the right to vote or 
dividend. According to the scheme, 50% of the options will become exercisable after completion of 12 months 
from date of grant, another 30% of the granted option after completion of 24 months from the grant date and 
the remaining 20% of the granted option will become exercisable after completion of 36 months from the 
date of grant. The options are exercisable within a period of 10 years with un-exercised options to lapse on 
December 27, 2031.
The Group uses Black Scholes pricing model to determine the fair value of options at the grant date. The Group 
calculated fair value of options at the grant date using the following assumptions. The expected volatility 
reflects the assumption that the historical volatility over a period similar to the life of the options is indicative 
of future trends, which may not necessarily be the actual outcome:

2022 2021

Number of 
Options

Weighted 
avg. exercise 

price

Number of 
Options

Weighted 
avg. exercise 

price
Options outstanding at the beginning of the year  -  -    -    -   
Options granted during the year  3,000,000  77.84  -    -   
Options outstanding at the end of the year  3,000,000 -

19. RESERVES
Capital reserve
Premium on issue of ordinary shares  304,167  304,167 
Employee share option compensation reserve 19.1  232,881  225,328 
Foreign currency translation reserve  (33,687)  (20,872)
Revenue reserve
Un - appropriated profit   6,416,393  5,708,827 

 6,919,754  6,217,450 
19.1 Employee share option compensation reserve

Balance at the beginning of the year  225,328  206,555 
Compensation expense booked during the year  7,553  -   
Contribution of parent on account of employee share options  -    18,773 
Balance at the end of the year  232,881  225,328 

NOTE
2022 2021

           Rupees in ‘000’

NOTE
2022 2021

           Rupees in ‘000’
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20.1 The Company has availed SBP Refinance scheme for salaries and wages which was announced by the State 
Bank in April 2020. The facility is availed from Askari Bank Limited and the total availed amount under this 
facility was Rs. 345 million (2021: Rs 345 million). The facility is repayable in two and half years (including six 
month grace period). Repayment  has to be made in eight equal quarterly instalments commencing from 1st 
January 2021. This facility carries 3% per annum mark up rate and is secured against the current and future 
fixed and current assets of the Company, detail of which is provided in note 24.1.1. Unused facility available 
under the above arrangement as at 30 June 2022 amounted to Rs. Nil (2021: Rs. Nil).

To support the economy during Covid-19 pandemic, the State Bank of Pakistan, including other steps, also introduced 
a refinance scheme for payment of salaries and wages at subsidized rate of borrowing as disclosed in Note 19.1. The 
company also obtained the said facility from Askari Bank Limited at 3% mark up rate. This amount is repayable till 
Dec 2022 in 8 quarterly installments. According to the requirements of IAS 20, the company has recognized deferred 
grant amounting to Nil (2021: Rs. 8.021million) and Rs. 9.537 million has been amortized during the year (2021: 
Rs.17.874 million).

21. LEASE LIABILITIES
Present value of minimum lease payments  7,719  17,913 

Current portion of obligations shown under current liabilities  (3,467)  (15,807)

 4,252 2,106 
Present value of minimum lease payments have been discounted at an implicit interest rate ranging between 8.60 % 
to 16.43 % (2021 : 8.49 % to 15.14%) 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:

20.2 Deferred grant
Balance as at beginning of the year  10,249  20,102

Received during the year  -    8,021 

Amortized to the statement of profit or loss  (9,537)  (17,874)

Balance as at end of the year  712  10,249 

20.3 This represents finance facilities obtained from First Habib Modaraba & Askari Bank Limited, from time to time, 
for purchase of various vehicles (earlier termed as sale & lease back transactions). The facility is repayable in 
36 equal monthly installments. This facility carries interest rate ranging between 8.60 % to 16.43 %per annum.

2021
Minimum 

Lease  
Payment

Future 
Finance 
Charges

Present Value 
of Lease 
Liability

Not later than one year 16,482 675  15,807 

Later than one year but not later than five years 2,266 160  2,106 
 18,749  835  17,913 

2022

Minimum 
Lease 

Payment

Future 
Finance 
Charges

Present Value 
of Lease 
Liability

Not later than one year 4,334 867  3,467 
Later than one year but not later than five years 4,626 374  4,252 

 8,960  1,241  7,719 

2022 2021
           Rupees in ‘000’
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22.1 Creditors include Rs. Nil (2021: Rs. 0.28 million) payable to a related party Nadoz greenz and Rs. 1.10 million 
payable to a related party HospitAll (Pvt.) Ltd. (2021: Rs. 0.38 million).

22.2 Due to related party - unsecured
Associated
NetSol Technologies Europe Ltd. 22.2.1  49,784  4,559 

 49,784  4,559 

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

22. TRADE AND OTHER PAYABLES
Creditors 22.1  78,412  18,633 

Accrued liabilities  391,596  300,907 
Interest accrued - secured  12,172  13,897 

Due to related party - unsecured 22.2  49,784  4,559 

Withholding tax  32,703  21,245 

Sales tax payable  3,863  -   

Provident fund payable  48,739  40,566 

Other payables  2,557  3,559 

 619,826 403,366 

23. CONTRACT LIABILITIES

It represents license, subscription and support and services fee invoiced in advance. The license fee is transferred to 
revenue at a point in time when transfer of control of software is occurred whereas services fee and subscription and 
support fee is transferred to revenue over the time.

There is increase of Rs. 160 million in contract liabilities as compared to last fiscal year (2021: decrease of Rs. 113.03 
million). Explanation of significant changes are as follows:

Opening balance Contract Liabilities  198,508  311,541 

Add: Invoices raised  2,081,920  1,482,624 

Less: Revenue recognized  (1,921,924)  (1,595,659)

Closing balance Contract Liabilities  358,504  198,508 

24. SHORT TERM BORROWINGS

Export refinance  - ERF - II secured 24.1  1,580,000  1,580,000 

 1,580,000  1,580,000 

24.1 EXPORT REFINANCE/LAPC/RF - SECURED
Askari Bank Limited - ERF - II 24.1.1 500,000 500,000 
Samba Bank Limited - ERF - II 24.1.2  380,000  380,000 
Habib Metro Bank Limited - Istisna/ Al Bai - Islamic Banking 24.1.3  700,000  700,000 

 1,580,000  1,580,000 

NOTE
2022 2021

           Rupees in ‘000’
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24.1.1 The facility for export refinance (ERF)/FAPC/FAPC(Own Source) is available from Askari Bank Limited 
amounting to Rs. 500 million (2021 : Rs. 500 million), availed Rs. 500 million (2021 : Rs. 500 million.) It 
carries mark-up of State Bank Refinance Rate+1% per annum (2021 : State Bank Refinance Rate+1% per 
annum). The interest rate charged for fiscal year 2022 was 3% (2021 : 3%). The due balance is payable bi-
annually.

A sublimit of export refinance under FE 25 is also sanctioned amounting to $ 3 million (2021 : $ 3 million)

The company also has a running finance facility/FAPC-I/II of Rs. 75 million (2021 : Rs. 75 million) for 
working capital requirement. It carries markup at the rate of 3 month Kibor + 2%. (2021 : 3 month Kibor + 
2%). As at June 30, 2022, Nil was outstanding against this facility. (2021: Nil).

A facility for issuance of guarantees (LG) as a sublimit of Running Finance (RF) is also available up to Rs. 40 million 
(2021 : Rs. 40 million), availed Rs. 8 million. (2021 : Rs. 11.488 million). A sublimit of RF up to Rs. 10 million (2021 : Rs. 
10 million) is also available for corporate credit cards.

Unused running finance facility amount (including its sublimit) as at June 30, 2022 is Rs. 57 million (2021: Rs. 
57 million).

The facilities from Askari Bank Limited are secured by way of Joint Pari Passu charge over Company’s all 
present and future current assets amounting to Rs. 536.67 million (2021: Joint Pari Passu charge Rs. 536.67 
million) and Joint Pari Passu charge of Rs. 690 million over fixed assets of the company (2021: Joint Pari Passu 
charge of Rs. 690 million). The facilities are also secured by way of equitable mortgage over 9 Kanal, 2 Kanal 
and 16 Marla properties, all located at Ghazi road, Lahore Cantt. These facilities are also secured by way of 
personal guarantees of Mr. Salim Ullah Ghauri, Mr. Omar Shahab Ghauri and Mr. Najeeb Ullah Ghauri.

24.1.2 The facility for ERF/LAPC/RF is available from SAMBA bank Limited amounting to Rs. 530 million (2021 : Rs. 500 
million), availed ERF Rs. 380 million (2021 : Rs. 380 million), LAPC Rs. Nil (2021 : Nil) and RF Rs. Nil (2021: NIL). ERF 
carries mark-up at State Bank Refinance Rate+1% per annum (2021: State Bank Refinance Rate+1%). Interest rate 
charged for the fiscal year 2022 for ERF was 3% (2021 : 3%). LAPC/RF carry markup at the rate of 3 month Kibor+1.5% 
(2021 : 3 month Kibor+1.5%). The due balance of ERF/LAPC  is payable bi annually.

These facilities are secured by way of Joint Pari Passu charge over Company’s all present and future current 
assets amounting to Rs. 291.67 million (2021:  Joint Pari Passu charge of Rs. 291.67 million) and Joint Pari Passu 
charge of Rs. 375 million over fixed assets of the company (2021: Joint Pari Passu charge of Rs. 375 million). 
The bank also has equitable mortgage over 9 Kanal, 2 Kanal and 16 Marla properties, all located at Ghazi road, 
Lahore Cantt. The facilities are also secured by way of personal guarantees of Mr. Salim Ullah Ghauri, Mr. Omar 
Shahab Ghauri and Mr. Najeeb Ullah Ghauri.

24.1.3 The facility for export refinance IERF - I & II (Istisna / Al Bai / Working Capital Musharakah) is available from 
Habib Metro Bank Limited amounting up to Rs. 900 million (2021 : Rs. 900 million), availed Rs. 700 million (2021 
: Rs. 700 million). It carries profit at State Bank Refinance Rate+1% per annum (2021 : State Bank Refinance 
Rate+1% per annum). The profit charged for fiscal year 2021 was 3% to 5.5% (2021 : 3%). The due balance is 
payable bi-annually.

A sublimit of export refinance amounting to Rs. 900 million under FE 25 is also sanctioned (2021 : Rs. 900 
million) which carries profit at the rate of 2.75% (2021: 2.75%). A sublimit of export refinance amounting to Rs. 
900 million under Working Capital Musharakah is also available (2021 : Rs. 900 million) and carries profit at 
the rate of Monthly Kibor+0.25% (2021: Monthly Kibor+0.25%). As a sublimit of export refinance, LG  amounting 
to Rs. 25 million is also available (2021 : Rs. 25 million), availed Rs.3.4 million (2021 : Rs.3.9 million). It carries 
commission at the rate of 0.10% per quarter (2021: 0.10%).

These facilities are secured by way of Joint Pari Passu charge over Company’s all present and future current 
assets amounting to Rs. 525 million (2021: Joint Pari Passu charge of Rs. 525 million) and Joint Pari Passu 
charge of Rs. 675 million over fixed assets of the company (2021: Joint Pari Passu charge of Rs. 675 million). 

The facilities are secured by way of equitable mortgage over 9 Kanal, 2 Kanal and 16 Marla properties, all located 
at Ghazi road, Lahore Cantt and also by way of personal guarantee of Mr. Salim Ullah Ghauri.
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25. CURRENT PORTION OF LONG TERM LIABILITIES

Current portion of long term financing 20  86,175  164,254 
Current portion of deferred grant 20  712  9,537 
Current portion of Loan Obligations 20  38,859  4,456 
Current portion of lease liability 21  3,467  15,807 
Current portion of long term advances  7,975  -   

 137,188 194,053 

26. CONTINGENCIES & COMMITMENTS

26.1 Contingencies

2 6.1.1 Mr. Ahsan Zubair, ex-employee of the Company has filed a case for recovery of damages dated 26th 
January 2013 for malicious prosecution before the civil court, Lahore and has sought damages to the 
tune of PKR 500 million. The case was filed five years after a complaint lodged by NETSOL with Federal 
Investigation Authority 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 the case is barred by the laws relating to limitation. 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 no chances of the case being allowed and there is no likelihood of this case having any adverse 
financial impact on the Company.

26.2 Commitments

26.2.1 The Company has issued bank guarantees worth Rs. 11.4 million (2021: Rs.11.9 million) to LESCO and 
Standard Chartered Bank against its corporate credit cards.

26.2.2 The Company has capital commitments of Rs. Nil under capital purchase agreements as at June 30, 2022. (2021: 
Rs. 6.889 million)

27. REVENUE FROM CONTRACTS WITH CUSTOMERS
DISAGGREGATION OF REVENUE:
Export Revenue
License  764,213  398,936 
Services  2,046,353  2,459,674 
Subscription and Support  3,181,568  2,088,949 

 5,992,134  4,947,559 
Local Revenue
License  142,093  -   
Services  54,923  -   

 197,016  -   
Sales tax  (3,863)

 6,185,287 4,947,559 

NOTE
2022 2021

           Rupees in ‘000’
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Note
2022 2021

           Rupees in ‘000’

28. COST OF REVENUE
Salaries & benefits 28.1  3,032,568  2,354,176 
Software licenses  182,513  94,869 
Staff training  3,777  1,945 
Travelling & conveyance  115,845  38,653 
Communication  63,328  50,945 
Utilities  39,839  24,759 
Printing & stationery  1,462  330 
Entertainment  37,590  15,064 
Insurance  2,294  590 
Vehicle running & maintenance  75,870  48,948 
Repair & maintenance  37,308  45,899 
Fee & subscription  1,380  420 
Depreciation 5.2  208,228  162,150 
Amortization of leased assets 5.5  9,478  14,895 
Amortization of intangible assets 6.1  293,504  293,504 

 4,104,984 3,147,147 
28.1. Salaries and benefits include Rs. 127.52 million (2021 : Rs. 99.08 million ) in respect of retirement benefits.

27.1   Amount of revenue recognized from beginning balance of contract liabilities:
Opening balance-Contract Liabilities:  198,508  311,541 
Revenue recognized  198,508  311,541 

27.2   The transaction price allocated to the remaining performance obligations (unsatisfied or partially unsatisfied)     
           as at 30 June, are as follows:

Within one year  1,482,712  1,408,771 
More than one year  3,930,984  4,710,439 

 5,413,696  6,119,210 
27.3   Timing of revenue recognition:

At a point in time  764,213  398,936 
Over the time  5,421,074  4,548,623 

 6,185,287  4,947,559 
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29. SELLING AND PROMOTION EXPENSES
Salaries & benefits 29.1  312,200  262,157 
Rent, rates & taxes 29.2  8,733  9,192 
Travelling and conveyance  57,755  5,979 
Communication  2,680  4,182 
Utilities  1,729  1,479 
Printing & stationery  236  30 
Entertainment  1,606  705 
Insurance  1,470  1,686 
Vehicle running expenses  7,577  6,671 
Repairs and maintenance  4,280  1,975 
Commission on sales  148,367  250,720 
Sale promotional expenses  14,675  2,819 

 561,308 547,595 
29.1   Salaries and benefits include Rs. 8.71 million (2021 : Rs. 8.43 million ) in respect of retirement benefits.
29.2  Rent, rates & taxes includes expense in respect of short term leases.

30. ADMINISTRATIVE EXPENSES
Salaries and benefits 30.1  631,078  506,315 
Staff training  201  434 
Rent, rates and taxes 30.2  20,910  19,977 
Travelling and conveyance  53,333  9,426 
Communication & postage  25,957  22,449 
Printing and stationery  3,597  1,461 
Utilities  21,369  18,428 
Entertainment  29,033  19,171 
Insurance  25,347  6,797 
Advertisement  1,213  712 
Vehicle running expenses  31,154  21,963 
Repairs and maintenance  29,262  17,856 
Legal and professional charges  11,124  9,332 
Auditors remuneration 30.3  5,008  4,100 
Office supplies  4,838  4,099 
Charity & donation 30.4  16,995  24,105 
Fee & subscription  15,258  14,797 
Depreciation 5.2  68,981  54,051 
Amortization of leased assets 5.5  3,160  4,965 

 997,818 760,438 
30.1   Salaries and benefits include Rs. 24.16 million (2021 : Rs. 24.04 million ) in respect of retirement benefits and 
           Rs 7.55 million in respect of share-based payment transactions.
30.2   Rent, rates & taxes include expense in respect of short term leases amounted to Rs 15.17 million (2021: Rs. 14.79 
            million).
30.3   Auditors remuneration

Audit fee  4,200  3,300 
Certifications of group reporting  600  550 
Professional services  -    100 
Out-of-pocket expenses  208  150 

 5,008  4,100 

NOTE
2022 2021

           Rupees in ‘000’
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30.4 Charity & donation

Names of the donee along with amount of donation in case amount of donation exceeds higher of Rs. 1 million 
or 10% of total amount of donation is given below:

Name of Donee
Developments in Literacy Foundation  4,625  6,354 
Farooq Trust School  -    1,588 
Million Smiles Foundation  2,898  -   

 7,523  7,942 

31. OTHER INCOME
Income from financial assets
Profit on bank deposits & short term investments 31.1  281,709  150,310 

  
Gain on foreign currency translation  790,668  -   
Amortization of deferred revenue 31.2  -    2,454 
Rental income  900  900 

 791,568  3,354 
 1,073,277  153,664 

31.1  Income is earned under both conventional mark-up arrangement and Shariah compliant arrangement. It include Rs. 
          259.91 million profit earned on Sharia compliant bank deposits & Investments (2021: Rs. 42.2 million).
31.2  This amount represents amortization of gain on sale and leaseback (Finance Lease) of fixed assets transactions 
         entered into before the initial application of IFRS 16 ‘Leases’.

32. OTHER OPERATING EXPENSES
Loss on disposal of assets  35,126  8,540 
Loss on foreign currency translation  -    119,655 
Research and development cost  218,162  69,652 
Provision for expected credit losses  103,873  98,788 

 357,161  296,635 

33. FINANCE COST
Lease finance charges  3,491  3,674 
Mark up on loans 33.1  64,015  71,775 
Less: Amortization of govt. grant 20.2  (9,537)  (17,874)
Lease documentation charges  37  15 
Bank charges  1,239  1,269 

 59,245  58,859 
33.1  Mark up on loans include Rs. 21.93 million paid on Islamic mode of financing (2021: Rs.17.3 milion).

34. TAXATION
    Current year  139,803  68,618 
    Prior year  236  1,769 

 140,039  70,387 

Interest of the Directors or their spouses in the donations made during the year is as follows:
Name of donee and address Name of interested directors and nature of 

interest
Million Smiles Foundation Zeshan Afzal - Member Board of Directors  2,898  -   
(89 - Al Hafeez Business Center 
2nd Floor, Office 201 
Gulberg 3, Lahore 75000)

NOTE
2022 2021

           Rupees in ‘000’
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Reconciliation of income tax expense for the year
Accounting profit  1,012,344  263,346 
Enacted tax rate 29% 29%
Tax on accounting profit at enacted rate  293,580  76,370 
Tax effect of income exempt from tax  (207,068)  (32,582)
Tax effect of income taxed at different rates  (15,777)  (13,754)
Prior year tax effect  236  1,769 
FBR Tax demand  -    1,517 
International taxation effect  69,068  37,068 

 140,039  70,387 
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 attributable to ordinary shareholders of NetSol Technologies Limited  872,305  192,959 
Weighted average number of ordinary shares in issue during the year 35.1  89,640  89,837 
Basic - In Rupees  9.73  2.15 
Diluted
Profit attributable to ordinary shareholders of NetSol Technologies Limited  872,305  192,959 
Weighted average number of ordinary shares in issue during the year 35.2  89,721  89,837 
Diluted - In Rupees  9.72  2.15 

35.1   Weighted average number of ordinary shares (basic)
Issued ordinary shares as at July 1  89,837  89,837 
Weighted average of shares/(buyback) issued during the year  (197)  -   
Weighted average number of ordinary shares (basic) as at June 30  89,640  89,837 

35.2     Weighted average number of ordinary shares (diluted)
Weighted average number of ordinary shares (basic) 35.1  89,640  89,837 
Effect of exercise of share options  81  -   
Weighted average number of ordinary shares (diluted) as at June 30  89,721  89,837 

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 including key management personnel of the Group were as follows:

As per Section 65F of the Income Tax Ordinance, 2001 income of the Company from export of computer software or 
IT services or IT enabled services is allowed a tax credit equal to 100% of tax payable up to June 30, 2022 subject to 
realization of eighty percent of the export proceeds into Pakistan through normal banking channels and in foreign 
exchange remitted from outside Pakistan along with fulfilment of other filing requirements. After June 30, 2022, 100% 
tax credit has been withdrawn and export income is taxable under FTR at reduced rate of 0.25% for exporters of IT and 
IT enabled services who are registered with the Pakistan Software Export Board (PSEB). However tax as per applica-
ble rates is charged to the income of the Company generated from other than core business activities.
Deferred income tax asset has not been recognized in these financial statements as the Company’s management 
believes that sufficient taxable profits will not be probably available in foreseeable future, hence, the temporary dif-
ferences may not reverse.

NOTE
2022 2021

           Rupees in ‘000’

2022 2021
( ‘000’)

2022 2021
No. in ‘000’

167Annual Report 2022



Chief Executive Directors Executives
 2022 2021  2022 2021 2022 2021

Rupees in ‘000’
Managerial remuneration  24,000  13,920  21,600  13,760  1,469,691  1,217,098 
Retirement benefits  1,920  1,267  1,728  1,242  117,575  82,417 
Rent and house maintenance  9,600  5,568  8,640  5,504  514,392  446,839 
Utilities  2,400  1,392  2,160  1,376  220,454  111,710 
Medical expenses  3,075  2,031  3,332  1,879  64,218  53,440 
Commission / Bonus  -    -    -    -    159,012  174,362 
Total  40,995  24,178  37,460  23,761  2,545,342  2,085,866 
No. of Persons  1 1  1 1  637  512 

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

During the current year CEO and other executives were granted 3 million share options in aggregate.(2021: NIL shares).
Nothing is paid to any non-executive director (including independent directors) in form of remuneration or other 
benefits except a fee approved by the board for attending the board and other committee meetings amounting Rs. 5.6 
million (2021: Rs. 2 million)

37. CAPITAL MANAGEMENT

The primary objective of the Group’s management is to ensure that it maintains a strong credit rating and healthy 
capital ratios while continue as going concern in order to support its business and maximize shareholder value.
The Group manages its capital structure and makes adjustment to it, in light of changes in economic conditions. To 
maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to 
shareholder, issue new shares or sell assets to reduce debts or raise debts, if required.
As of the statement of financial position date, the management considers that the capital of the Company is sufficient 
to meet the business requirements.

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

37.1 Total debt includes liabilities against assets subject to finance lease, long term borrowings & short term 
borrowing.

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

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.

Total debt 37.1 1,801,746 1,872,079 

Cash and cash equivalents (3,794,130) (3,795,397)
Net debt - -

Total equity 37.2 7,798,138 7,115,832 
Gearing ratio (In percentage) 0% 0%

NOTE
2022 2021

           Rupees in ‘000’
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Company Name Country of Incorporation Basis of association Aggregate %age of Shareholding

NetSol Technologies (Thailand) Limited Thailand Associate Nil

NetSol Technologies (Beijing) Co., Limited China Associate Nil

NetSol Technologies Australia Pty. Limited Australia Associate Nil

NetSol Technologies America USA Associate Nil

NetSol Technologies Europe Limited UK Associate Nil

NetSol Technologies Inc USA Parent company 67.62%

WRLD3D USA Associate Nil

OTOZ Thailand Limited Thailand Associate Nil

Ascent Europe Limited UK Associate Nil

38.1. Details of associated Companies incorporated outside Pakistan with whom the Company had entered 
into transaction or had agreements are as follows:

38.2 Details of associated companies/related parties with whom the group had entered into transaction or 
had agreements other than already disclosed in note 38.1 above are as follows:
Company Name Basis of Relationship Common directorship Percentage of shareholding 
NetSol Connect (Pvt) Limited Associate Yes Nil
Nadoz Greenz Common directorship Yes Nil
HospitAll (Pvt.) Ltd Related Party No Nil

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 minimize 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 recognized at the reporting date if counter-parties failed 
completely to perform as contracted. To reduce exposure to credit risk the Group has developed a formal approval 
process whereby credit limits are applied to its customers. The management also continuously monitors credit 
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:

Relationship with the Group Nature of transactions
(i) Associated undertaking Rental Income  900  900 

Provision of services  1,737,607  1,936,962 

Purchase of services  29,609  29,609 

(ii) Parent Commission  -    39,575 

(iii) Post Employment benefit Contribution to defined 
contribution plan  160,393  131,554 

2022 2021
           Rupees in ‘000’
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NOTE
 2022 2021

       Rupees in ‘000’ 
Financial assets
Amortized cost
Trade debts 39.1  2,515,750  1,649,836 

Loans and advances  15,190  6,422 

Security deposits  3,118  4,240 

Other receivables  13,812  7,126 

Due from related parties  449,781  445,737 

Bank balances 39.2  3,779,112  3,785,370 
 6,776,763  5,898,731 

39.1 The Group does not have significant exposure to any individual customer. At 30 June, the company had 
30 customers owing more than Rs. 2,000 million and accounted for approximately 80% of the receivables 
outstanding. 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 
AgencyShort term Long term

Askari Bank Limited A1+ AA+ PACRA
MCB Bank Limited A1+ AAA PACRA
Samba Bank Limited AA A-1 JCR-VIS
Meezan Bank Limited A-1+ AAA JCR-VIS
Dubai Islamic Bank Pakistan Limited AA A-1+ JCR-VIS
Al Baraka Bank A-1 A+ JCR-VIS
Habib Metropolitan Bank A1+ AA+ PACRA
Bank Alfalah A1+ AA+ PACRA
Faysal Bank A1+ AA PACRA
Standard Chartered Bank A1+ AAA PACRA

 2022

 Carrying 
 amount 

 Contractual 
 cash flows 

 One year 
 or less 

 Two to 
 five years 

            Rupees in ‘000’ 
Non-derivative 
Financial liabilities
Finance lease liability  7,719  8,960  4,334  4,626 
Trade and other payables  587,225  587,225  587,225  -   
Short-term borrowings  1,580,000  1,718,826  1,718,826  -   
Long term borrowings  214,027  250,068  146,852  103,216 

 2,388,971  2,565,079  2,457,237  107,842 

(b) Liquidity risk
Liquidity risk reflects an enterprise’s inability in raising funds to meet commitments. The Group’s exposure to liquid-
ity risk arises primarily from mismatches of the maturities of financial assets and liabilities. The Group follows an 
effective cash management and planning policy to ensure availability of funds and to take appropriate actions for 
new requirements.  Following are the contractual maturities of financial liabilities, including interest payments and 
excluding the impact of netting agreements:
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2021

Carrying
amount

Contractual
cash flows

One year
or less

Two to
five years

           Rupees in ‘000’
Non-derivative
Financial liabilities
Finance lease liability  17,913  18,749  16,482  2,266 

Trade and other payables  386,361  386,361  386,361  -   

Short-term borrowings  1,580,000  1,627,400  1,627,400  -   

Long term borrowings  274,166  280,835  183,809  97,026 
 2,258,440  2,313,345  2,214,052  99,292 

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 term borrowings from 
bank, lease liabilities, term deposits and deposits in profit and loss/saving accounts with banks and investments 
in mutual funds.The company mitigates its interest rate risk by investing available cash in mutual funds and bank 
deposits, generating more return compared to the finance cost. At the statement of financial position date profile of 
the Group’s interest-bearing financial instrument is:

 2022 2021

Rupees in ‘000’ 
Financial assets
Bank balances  3,516,632  3,592,567 

Financial liabilities
Finance lease liability  7,718  17,913 

Long term loan  214,027  274,166 
Short-term borrowings  1,580,000  1,580,000 

 1,801,745  1,872,079 

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 Statement of Profit or Loss (net of tax)

As at 30 June

100 bps increase will result in increase in profit by  8,866  3,719 

100 bps decrease will result in decrease in profit by  8,866  3,719 

(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.
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39.3 Financial Instruments By category
Financial assets at amortized cost
Trade debts  2,515,750  1,649,836 

Loans and advances  15,190  6,422 

Security deposits  3,118  4,240 

Other receivables  13,812  7,126 

Due from related parties  449,781  445,737 

Bank balances  3,779,112  3,785,370 
 6,776,763  5,898,731 

Sensitivity analysis

The following analysis demonstrates the impact of a 5% strengthening/weakening of the Pak Rupee against other 
currencies which include UK£, US$, AUS$, CNY¥, EURO€, HKD & THBB at 30 June on equity and statement of profit or 
loss 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 2021.

Trade Debts 2,515,750 1,649,836 
Cash & bank balances  657,684  367,314 

Due from related parties  427,056  419,867 

Due to related parties  (49,784)  (4,559)
Net Exposure  3,550,706  2,432,457 

Financial liabilities at amortized cost
Finance lease liability  7,719  17,913 

Trade and other payables  587,225  386,361 

Long-term borrowings  214,027  274,166 

Short-term borrowings  1,580,000  1,580,000 
 2,388,971  2,258,440 

Exposure to currency risk
The summary quantitative data about the Company’s exposure to currency risk is as follows:

2022 2021
           Rupees in ‘000’

(e) Fair value of financial assets and liabilities

The carrying values of financial assets and financial liabilities reported in statement of financial position approximate their 
fair values.
(f) Other price risk
Other price risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market prices (other than those arising from currency risk or interest rate risk), whether those changes 
are caused by factors specific to the individual financial instrument or its issuer, or factors effecting all similar financial 
instruments traded in the market. The Group is not exposed to significant other price risks as its investments are stated 
at cost.

2022
Rupees in ‘000’

USD CNY EURO Others Total
Impact on statement of profit or loss (net of tax) 
as at 30 June
Strengthening  (854,763)  (945,448)  (317,956)  (171,434)  (2,289,601)
Weakening  854,763  945,448  317,956  171,434  2,289,601 

2021

Rupees in ‘000’

USD CNY EURO Others Total
Impact on statement of profit or loss (net of tax) 
as at 30 June
Strengthening  (665,735)  (267,700)  (467,876)  (71,168)  (1,472,479)
Weakening  665,735  267,700  467,876  71,168  1,472,479 

NOTE
2022 2021

           Rupees in ‘000’
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40. DISCLOSURE REQUIREMENT FOR THE COMPANIES LISTED ON ISLAMIC INDEX

41. 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:

 2022
(Unaudited)

2021
(Audited)

Rupees in ‘000’ 
Size of the fund - Total assets  1,483,421  1,284,757 

Cost of investment made  1,034,492  949,975 

Percentage of investment as size of fund 70% 74%

Fair value of investments  1,095,135  978,548 

41.2 The investments out of provident fund have been made in accordance with the provisions of Section 218 
of the Companies Act, 2017 and the rules formulated for this purpose.

42. NUMBER OF EMPLOYEES

2022 2021

No. of Employees
Average number of employees during the year 1,349  1,268 

Number of employees as at year end 1,520  1,279 

43. ANNUAL SOFTWARE DEVELOPMENT CAPACITY
The Group is engaged in Software development, subscription and support and licensing. Due to complicated nature of 
the software development process annual development capacity can not be determined.

41.1 The breakup of fair value of investments is:
2022 2021

Investments 
Rupees in ‘000

Percentage of 
investment as 

size of fund

Investments 
Rupees in ‘000

Percentage of 
investment as 

size of fund
Bank Balances  410,588 28%  567,385 44%
Investment in Government Securities  93,001 6%  -   0%
Investment in Listed Equity Securities  237,870 16%  222,441 17%
Others  293,033 20%  160,149 12%

 1,034,492 70%  949,975 74%

Loans/advances obtained as per Islamic mode Disclosed in Note no. 24
Shariah compliant bank deposits/bank balances Disclosed in Note no. 16
Profit earned from shariah compliant bank deposits/bank balances; Disclosed in Note no. 31
Revenue earned from a Shariah compliant business segment; Disclosed in Note no. 27
Gain/loss or dividend earned from shariah compliant investments; Disclosed in Note no. 31
Exchange gain earned; N/A
Mark up paid on Islamic mode of financing; Disclosed in Note no. 33
Relationship with shariah compliant banks Disclosed in Note no. 24
Profits earned or interest paid on any conventional loan or advance Disclosed in Note no. 31 & 33
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44. SEGMENT REPORTING

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

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

Intersegment revenue is recorded at fair market price.

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

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

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

Reportable Segments

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

(i) Product Based Solutions and Ancilliary Services (PBS)

The Group is primarily engaged in the selling of licenses of its state-of-the-art NetSol Financial Suite Ascent 
and NFS Digital, its customization and subscription and support. This segment provides worldwide services but 
mainly operates in Asia Pacific region.

(ii) Professional Services (PS)

The Group globally offers a technical consultancy, web development, app development, digital marketing & cloud 
services to organizations in different regions in order to enable them to meet their business objectives.

(iii) 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.

Notes to the Consolidated Financial Statements
For the year ended June 30, 2022
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2022
PBS PS BPO Total

Rupees in ‘000
Revenue from contracts with customers - Net
  External sales
     License  903,521  -    -    903,521 
     Services  1,869,537  99,968  131,232  2,100,737 
     Subscription and Support  3,181,029  -    -    3,181,029 
Total revenue  5,954,087  99,968  131,232  6,185,287 
Cost of revenue  (3,901,408)  (104,536)  (99,040)  (4,104,984)
Segment results  2,052,679  (4,568)  32,192  2,080,303 
Unallocated corporate expenses:
  Selling and promotion expenses  (561,308)
  Administrative expenses   (997,818)
  Other income  1,073,277 
  Other operating expenses  (357,161)
  Finance cost  (59,245)
  Share of loss from associate  (165,704)
  Taxation  (140,039)
Profit after taxation  872,305 

2021
PBS PS BPO Total

Rupees in ‘000
Revenue from contracts with customers - Net
  External sales
     License  398,936  -    -    398,936 
     Services  2,186,936  65,057  207,681  2,459,674 
     Subscription and Support  2,088,949  -    -    2,088,949 
Total revenue  4,674,821  65,057  207,681  4,947,559 
Cost of revenue  (2,965,701)  (32,558)  (148,888)  (3,147,147)
Segment results  1,709,120  32,499  58,793  1,800,412 
Unallocated corporate expenses:
  Selling and promotion expenses  (547,595)
  Administrative expenses   (760,438)
  Other income  153,664 
  Other operating expenses  (296,635)
  Finance cost  (58,859)
  Share of loss from associate  (27,203)
  Taxation  (70,387)
Profit after taxation  192,959 

45. SEGMENT REVENUES AND RESULTS
Following is an analysis of the Group’s revenue and results by reportable segment.
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*Key
PBS = Product Based Solutions and Ancilliary Services                                         PS = Professional Services
BPO = Business Process Outsourcing

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.

46. CORRESPONDING FIGURES

Corresponding figures have been wherever necessary re-arranged/re-classified for better presentation,  however no 
significant re-classification or re-arrangements have been made except for operating segments of the Group based 
on the revised allocation basis in these consolidated financial statements

47. DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue on September 26, 2022 by the Board of Directors.

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

CHIEF EXECUTIVE OFFICER                      DIRECTOR                                                         CHIEF FINANCIAL OFFICER

45.1. Revenue by geographic regions
The revenue is generated from clients in following geographical regions:

Pakistan Asia Pacific Australia & 
USA UK Others Total

 2022  197,016  4,320,402  1,078,350  232,506  360,876  6,189,150 
 2021  -    3,868,531  757,782  175,598  145,648  4,947,559 

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

45.2 Revenue from major customers

The revenue from major customer during the year was Rs. 2,931 million (2021: Rs.1,353 million).

45.3 Non current assets

Net book value of non-current assets held in foreign countries is Rs. Nil (2021 : Rs. Nil).
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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 the Registered Office of the Company situated at NetSol IT Village 
(Software Technology Park) Lahore Ring Road, Ghazi Road Interchange, Lahore Cantt., and virtually on Tuesday 
October 25, 2022 at 11:00 a.m. and at any adjournment thereof.

2022.

Fifty Rupees
Revenue Stamp





2022

252022







NetSol IT Village (Software Technology Park) Lahore Ring Road, Ghazi 
Road Interchange, Lahore Cantt. 54792, Pakistan
www.netsolpk.com
Email:info@netsolpk.com

NETSOL Technologies Limited


