February 10, 2011

<
>
NETSOL.

NetSol Technologies Announces Second
Quarter Fiscal 2011 Financial Results

Revenues were $10.4M, up 9.5% from $9.5M in 2QFY10
Net Income was $1.9M, up from a $0.4M net loss in 2QFY10

Gross margin was 66.5%, up from 62.2% in 2QFY10

CALABASAS, Calif., Feb. 10, 2011 (GLOBE NEWSWIRE) -- NetSol Technologies, Inc.
("NetSol" or the "Company") (Nasdaq:NTWK) (Nasdag Dubai:NTWK), a U.S. corporation
providing global business services and enterprise application solutions to private and public
sector organizations worldwide, today announced its financial results for the second fiscal
quarter ended December 31, 2010. The Company posted revenues of $10.4 million and
quarterly net income of $1.9 million, or $0.04 per diluted share. These results compare to
revenue of $9.5 million and a quarterly net loss of $0.4 million, or $0.01 per diluted share, for
the same period last year. Summary financial data is provided below:

Second Quarter Fiscal 2011 Financial Highlights

Revenues for the second quarter of fiscal year 2011 increased by 9.5% year-over-yea

License fees totaled $3.1 million or 30.0% of total revenues.
Maintenance fees totaled $2.0 million or 19.4% of total revenues.

Service fees totaled $5.3 million or 50.6% of total revenues.

Net income attributable to NetSol for the second quarter increased to $1.9 million,
Gross margin for the second quarter was 66.5% based on gross profit of $6.9 million
Operating income and operating margin for the second quarter were $3.9 million and
EBITDA totaled $3.2 million or $0.06 per diluted share, versus EBITDA of $0.9 milli

Earnings per diluted share were $0.04 for the quarter, compared with a loss per sha



Six Months Financial Highlights

Revenue for the six months ended December 31, 2010 increased by 9.8% year-over-year

Net income attributable to NetSol for the first half of fiscal 2011 increased to $3

Gross margin for the six months ended December 31, 2010 was 64.5% based on gross pr

Operating income and operating margin for the six months ended December 31, 2010 we

EBITDA totaled $6.0 million or $0.13 per diluted share, versus EBITDA of $2.2 milli

Earnings per diluted share were $0.08 for the six-month period, compared with a los

EBITDA is defined as earnings before interest, taxes, depreciation and amortization. The
Company uses EBITDA as a measure of the Company's operating trends. Investors are
cautioned that EBITDA is not a measure of liquidity or of financial performance under
Generally Accepted Accounting Principles (GAAP). The EBITDA numbers presented may
not be comparable to similarly titted measures reported by other companies. EBITDA, while
providing useful information, should not be considered in isolation or as an alternative to net
income or cash flows as determined under GAAP. Consistent with the SEC's Regulation G,
the non-GAAP measures in this press release have been reconciled to the nearest GAAP
measure, and this reconciliation is located under the financial table heading "Reconciliation
to GAAP."

Najeeb Ghauri, Chairman and CEO of NetSol Technologies, commented, "Demand from
both new and repeat customers remained high during the second quarter, and our bottom
line also improved as we continued to implement cost-management measures and
streamline our business processes. Key projects are being delivered on time and on budget,
quality initiatives are succeeding, and our delivery capabilities are stronger than ever. "

Mr. Ghauri continued, "For the remainder of fiscal 2011, our primary focus will be to build
upon our strong foundation in the Chinese market. We are working toward forming a wholly
owned subsidiary in China, which will boost our local presence and enable our participation
in the growing banking, big ticket leasing, and equipment rental sectors. We anticipate
further penetration by NetSol into China's burgeoning captive leasing and finance market,
where we currently have a large majority of the IT market share. Additionally, we see
numerous opportunities in other parts of the world, including Thailand, the U.S., Saudi
Arabia and Latin America. Our successful track record and global footprint in China,
Thailand, the U.S., the UK, Australia, the Middle East and Pakistan gives us a clear market
advantage in every corner of the globe. We enter the second half of fiscal 2011
tremendously optimistic about the growth opportunities that lie ahead."

Second Quarter Fiscal 2011 Results of Operations

Revenues



Revenues for the three months ended December 31, 2010 were $10.4 million as compared
to $9.5 million for the three months ended December 31, 2009. The increase of $0.9 million,
or 9.5%, was primarily due to enhancement of services from both repeat and new
customers. Net revenues from license fees decreased 5.7% year-over-year to $3.1 million as
compared to $3.3 million for the same period a year ago. Revenues generated from
maintenance fees were $2.0 million, up 13.7% from $1.8 million for the second quarter of
fiscal 2010. Revenues generated from services totaled $5.3 million, up 19.3% from $4.4
million for the same period a year ago.

Gross Profit

Gross profit for the three months ended December 31, 2010 increased 17.0% year-over-
year to $6.9 million, up from $5.9 million for the three months ended December 31, 2009.
Costs of sales for the three-month period were $3.5 million as compared to $3.6 million for
the same period a year ago. The Company's gross margin was 66.5% and 62.2% for the
three months ended December 31, 2010 and 2009, respectively. The increase in gross
margin was primarily due to the increase in sales as well as enhanced cost efficiencies and
optimum streamlining of the Company's global delivery and implementation model.

Income from Operations

Operating income for the three months ended December 31, 2010 amounted to $3.9 million
as compared to $1.7 million for the three months ended December 31, 2009. The increase
of $2.2 million was primarily due to much improved gross margins and revenues. Operating
expenses for the three-month period totaled $3.0 million as compared to $4.2 million for the
same period a year ago.

Net Income

Net income attributable to NetSol for the three months ended December 31, 2010 was $1.9
million as compared to a net loss of $0.4 million for the three months ended December 31,
2009, due to improved margins and sales. Earnings per basic and diluted share were $0.04
for the quarter, compared with a loss per share of $0.01 for the same period a year ago.

Results of Operations for the Six Months Ended December 31, 2010
Revenues

Revenues for the six months ended December 31, 2010 were $18.8 million as compared to
$17.1 million for the six months ended December 31, 2009. The increase of $1.7 million, or
9.8%, was primarily due to new licenses and incremental maintenance fees. Net revenues
from license fees increased 12.5% year-over-year to $6.6 million as compared to $5.9
million for the same period a year ago. Revenues generated from maintenance fees were
$3.7 million, up 2.9% from $3.6 million for the first half of fiscal 2010. Revenues generated
from services totaled $8.5 million, up 11.0% from $7.7 million for the same period a year
ago.

Gross Profit

Gross profit for the first half of fiscal 2011 was $12.2 million as compared to $10.0 million for
the first half of fiscal 2010, a year-over-year increase of $2.2 million or 21.7%. Costs of sales



were $6.7 million for the six-month period as compared to $7.2 million in the same period a
year ago. The Company's gross margin was 64.5% for the six months ended December 31,
2010, up from 58.2% for the six months ended December 31, 2009. The increase was
primarily due to the same factors affecting gross margin for the three months ended
December 31, 2010.

Income from Operations

Operating income for the six months ended December 31, 2010 amounted to $5.9 million as
compared to $2.8 million for the six months ended December 31, 2009. The year-over-year
increase of 108.8% was primarily due to overall cost rationalization as well as improved
gross margins and sales. Operating expenses for the six months ended December 31, 2010
totaled $6.2 million as compared to $7.1 million in the same period a year ago.

Net Income

Net income attributable to NetSol for the six months ended December 31, 2010 was $3.5
million as compared to a net loss of $0.7 million for the six months ended December 31,
2009, due to improved margins and sales. Earnings per diluted share were $0.08 for the six
months ended December 31, 2010, compared with a net loss per diluted share of $0.02 for
the same period a year ago.

Liquidity and Capital Resources

As of December 31, 2010, the Company had current assets of $39.4 million and current
liabilities of $21.7 million. Cash and cash equivalents totaled $5.9 million as of December 31,
2010. The Company's shareholders' equity at December 31, 2010 was $57.9 million. The
Company generated $5.3 million in cash from operating activities during the six months
ended December 31, 2010, as compared to $4.4 million for the six months ended December
31, 2009. The Company used $6.0 million in cash for investing activities during the six
months ended December 31, 2010, as compared to $4.0 million for the same period in 2009.
The Company generated $2.6 million in cash from financing activities for the six months
ended December 31, 2010, as compared to $554,399 for the same period in 2009.

Recent Business Highlights

-- NetSol achieved ISO 20000 certification, the foremost IT services management standard
in the world. NetSol is Pakistan's first and only ISO 20000-certified company.

-- NetSol successfully completed beta testing of its smartOCI™ search engine with Fortune
500 SAP clients and received the highest level of SAP certification for smartOCI™. NetSol
also announced its participation in the SAP® EcoHub solution marketplace, a community-
powered solution marketplace that makes it easier for customers to discover, evaluate and
buy partner solutions, including smartOCI™, that complement SAP applications.

-- NetSol completed the delivery of a management information system to the Punjab Rural
Support Program to facilitate management of the microfinance operations of this government
program in Punjab, Pakistan.

-- NetSol signed a strategic understanding with SANY Auto Finance Co., Ltd., one of the top
20 machinery equipment manufacturers in the world, for enhanced financial solutions and IT



services.

-- NetSol received two prestigious Teradata National IT Excellence Awards: the Excellence
in Software Export Award and the CIO of the Year Award.

-- NetSol participated in an event with its Middle East partner, Atheeb Group Ltd., to officially
launch their Atheeb NetSol Saudi Company Ltd. ("Atheeb NetSol") joint venture. The event
showcased Atheeb NetSol's product offerings to an audience including executives from
Saudi Arabia's financial, telecommunications and defense industries.

-- NetSol signed a contract worth $2 million with the captive finance arm of a major auto
company in China to implement its entire NetSol Financial Suite (NFS) ™ solution. The client
company, which is a joint venture between two major Asian auto manufacturers, selected the
NFS™ platform to manage all of its finance operations.

-- NetSol sold additional LeasePak services to two Fortune 500 clients in North America: the
finance arm of a large automotive manufacturing company in the United States, and the
financing subsidiary of one of the largest IT network equipment manufacturers in the world.

-- NetSol provided LeaseSoft upgrades to BNP Paribas BV, the largest bank in the euro zone
by deposits, and UK-based Aldermore Bank.

Financial Outlook for Fiscal Year 2011

The Company reaffirms its previously stated guidance for its fiscal year 2011 financial
results, projecting revenues of $40 million to $44 million and diluted EPS of $0.15 to $0.20
for the fiscal year ending June 30, 2011.

Conference Call and Webcast Information

NetSol will host a conference call today, February 10, 2011, at 11:00 a.m. EST (8:00 a.m.
Pacific) to review the Company's quarterly financial and operational performance. Najeeb
Ghauri, Chairman and Chief Executive Officer of NetSol Technologies, will host the call.

To participate in the call please dial (877) 941-2068, or (480) 629-9712 for international
calls, approximately 10 minutes prior to the scheduled start time. Interested parties can also
listen via a live Internet webcast, which can be found at the Company's website at
http://www.netsoltech.com.

A replay of the call will be available for two weeks from 2:00 p.m. EST on February 10, 2011
until 11:59 p.m. EST on February 24, 2011. The number for the replay is (877) 870-5176, or
(858) 384-5517 for international calls; the passcode for the replay is 4407497. In addition, a
recording of the call will be available via the Company's website at
http://www.netsoltech.com for one year.

About NetSol Technologies, Inc.

NetSol Technologies, Inc. (Nasdaq:NTWK) (Nasdaq Dubai:NTWK) is a worldwide provider
of global IT and enterprise application solutions. Since its inception in 1995, NetSol has used
its BestShoring™ practices and highly experienced resources in analysis, development,
quality assurance, and implementation to deliver high-quality, cost-effective solutions.


http://www.netsoltech.com
http://www.netsoltech.com

Specialized by industry, these product and services offerings include credit and finance
portfolio management systems, SAP consulting and services, custom development, systems
integration, and technical services for the global Financial, Leasing, Insurance, Energy, and
Technology markets. NetSol's commitment to quality is demonstrated by its achievement of
the 1ISO 9001, ISO 20000, ISO 27001, and SEI (Software Engineering Institute) CMMI
(Capability Maturity Model) Maturity Level 5 assessments, a distinction shared by 178
companies worldwide. NetSol Technologies' clients include Fortune 500 manufacturers,
global automakers, financial institutions, utilities, technology providers, and government
agencies. Headquartered in Calabasas, California, NetSol Technologies has operations and
offices in Alameda, Adelaide, Bangkok, Beijing, Karachi, Lahore, London, and Riyadh.

To learn more about NetSol, visit www.netsoltech.com.

The NetSol Technologies, Inc. logo is available at
https://www.globenewswire.com/newsroom/prs/?pkqgid=7396

NetSol Technologies, Inc. Forward-looking Statements

This press release may contain forward-looking statements relating to the development of
the Company's products and services and future operation results, including statements
regarding the Company that are subject to certain risks and uncertainties that could cause
actual results to differ materially from those projected. The words "believe," "expect,"
"anticipate," "intend," variations of such words, and similar expressions, identify forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, but their absence does not mean that the statement is not forward-looking. These
statements are not guarantees of future performance and are subject to certain risks,
uncertainties, and assumptions that are difficult to predict. Factors that could affect the
Company's actual results include the progress and costs of the development of products and
services and the timing of the market acceptance. The subject Companies expressly
disclaim any obligation or undertaking to update or revise any forward-looking statement
contained herein to reflect any change in the company's expectations with regard thereto or
any change in events, conditions or circumstances upon which any statement is based.

NETSOL TECHNOLOGIES, INC. AND SUBSIDIARIES

Accounts receivable, net of allo
Rev

Inv
Property and equipment, net

Product licenses, renewals, enhancements, copyrights, trade
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LIABILITI:
Accounts p

Current portion of loans and obligatio:
Othe

Convertible note

Obligations under capitalized leas
Convertible notes paya

Long term loa:

Lease aband

Col

Common stock, $.001 par value; 95,000,000 shares authorized; 49,685,342 37,103,3

St

Total liabiliti

Net Revenues:
License fees
Maintenance fees
Services
Total revenues
Cost of revenues:
Salaries and consultants

Travel

Repairs and maintenance
Insurance

Depreciation and amortization
Other

Total cost of revenues

Gross profit

Operating expenses:

Selling and marketing

Depreciation and amortization

Bad debt expense

Salaries and wages
Professional services, including non-cash compensation

Lease abandonment charges

General and administrative

Total operating expenses

Income (loss) from operations

Other income and (expenses)

Loss on sale of assets



Interest expense

Interest income

Gain (loss) on foreign currency exchange transactions
Share of net loss from equity investment

Beneficial conversion feature

Other income (expense)

Total other income (expenses)

Net income (loss) before non-controlling interest in subsidiary and income taxes
Income taxes

Non-controlling interest

Net income (loss) attributable to NetSol

Other comprehensive income (loss):
Translation adjustment
Comprehensive income (loss)

Net income (loss) per share:

Basic

Diluted

Weighted average number of shares outstanding
Basic

Diluted

Cash flows from operating ac
Net incos
Adjustments to reconcile net income (loss) to net cash provided by operating ac
Depreciation and amo
Provision for |
Loss on foreign currency exchange tr
Share of net loss from investment under equi
Loss on sale
Stock issued for notes payable and related
Stock issued for
Fair market value of warrants and stock option
Beneficial conversio:
Changes in operating assets and lia:
Increase/ decrease in accounts r
Increase/ decrease in other curre:
Increase/ decrease in accounts payable and accrued
Net cash provided by operating a
Cash flows from investing ac
Purchases of property and
Sales of property and
Purchase of non-controlling interest in s
Short-term investments held
Increase in intangib
Net cash used in investing a
Cash flows from financing ac
Proceeds from sale of com
Proceeds from the exercise of stock options and
Proceeds from convertible note
Redemption of prefer
Divi
Bank -
Proceeds from b



Payments on b

Payments on capital lease obligations & lo
Net cash provided by financing a

Effect of exchange rate change

Net increase in cash and cash eq

Cash and cash equivalents, beginnin

Cash and cash equivalents, en

Three Months
Ended
December 31, 2010

Net Income (loss) before preferred dividend, per GAAP $1,935,737
Income Taxes 3,168

Depreciation and amortization 947,145

Interest expense 291,475

EBITDA $3,177,525

Weighted Average number of shares outstanding

Basic 48,366,323

Diluted 51,058,140

Basic EBITDA $0.07
Diluted EBITDA $0.06
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