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On behalf of the Board of Directors of National Foods Limited, I
am pleased to present the un-auditedaccounts and main performance
indicators for the first half ending 31st December 2005

Rs. in thousands% of Net sales

Jul 2005 to Jul 2004 to Jul-Dec VarianceDec 2005 Dec 2004 Growth
2005 2004 (+/-)

Top Line Growth

Corporate salesGross sales 1,471,464 1,170,562 25.71%Net sales
1,086,207 879,410 23.52%

Local salesGross sales 1,370,822 1,045,592 31.10%Net sales
987,580 755,071 30.79%

Export salesGross sales 100,642 124,970 (19.47%)Net sales 98,627
124,339 (20.68%)

Bottom Line GrowthGross Profit 335,141 254,944 31.46% 30.85%
28.99% 1.86%Profit from operations 82,251 58,292 41.10% 7.57% 6.63%
0.94%Pre-tax profit 67,746 51,560 31.39% 6.24% 5.86% 0.37%Profit
after taxation 45,174 33,023 36.80% 4.16% 3.76% 0.40%

Expense ControlDistribution Cost 218,228 166,866 30.78% 20.09%
18.97% 1.12%Administrative Expenses 31,506 24,713 27.49% 2.90%
2.81% 0.09%Other operating Expenses 5,360 7,455 (28.10%) 0.49%
0.85% (0.35%)Financial Expenses 14,505 6,732 115.46% 1.34% 0.77%
0.57%

The company has performed well in terms of top line growth,
finishing with a corporate growth rate of 25.7%.Of note is the
strong performance of the domestic market with 31.1% growth. On the
other hand exportsales have registered a decline by 19.4%. As also
mentioned in the first quarter report, the Company is inadvance
stage of finalizing the evaluation and appointment process of new
distributor(s) in the Middle Eastregion after which the export
deficit is expected to be reduced.

Due to the seasonal effect of couple of religious events, the
local sales have benefited more in terms ofhigher growth than
average. This is expected to smooth out in the balance six months.
Moreover, sales inthe northern region have also affected due to the
unfortunate incident of earthquake in October 2005.

Despite inflationary pressure in general, the cost of materials
are with in budgetary controls with an exceptionof sugar. In
addition, product trimming and price adjustments in certain cases
also contribute in improvingthe overall gross margins by 1.86%.
This results in exceeding the pre-tax benchmark of 5% set in its
budget.

The company is actively working on developing its supply chain
program and is also looking to redesign itsquality assurance system
and its organization for management along the modern techniques and
principles.It is expected that all these measures will contribute
in increasing the bottom line growth in the future.

The Bin Qasim project is going at a satisfactory pace and is
expected to be completed with in the targetedtime.

The general outlook remains bullish with increased consumer
spending and good macro economic supportfigures. The management
continues to work hard and is expected to deliver a company
performance inline with budgetary expectations.

Abrar HasanChief Executive

First Half Yearly Report to the Shareholders
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We have reviewed the annexed balance sheet of National Foods
Limited as at December 31, 2005 and therelated profit and loss
account, cash flow statement and statement of changes in equity
together with thenotes forming part thereof (here-in-after referred
to as the “financial statements”), for the half year thenended.
These financial statements are the responsibility of the company’s
management. Our responsibilityis to issue a report on these
financial statements based on our review. The figures of the profit
and lossaccount for the quarters ended December 31, 2004 and 2005
and the notes forming part thereof have notbeen reviewed as we are
required to review only the cumulative figures for the half year
endedDecember 31, 2005.

We conducted our review in accordance with the International
Standard on Review Engagement 2400. ThisStandard requires that we
plan and perform the review to obtain moderate assurance as to
whether thefinancial statement are free of material misstatement. A
review is limited primarily to inquiries of companypersonnel and
analytical procedures applied to financial data and thus provides
less assurance than anaudit. We have not performed an audit and,
accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that
causes us to believe that the annexed financialstatements are not
presented fairly, in all material respects, in accordance with
approved accountingstandards as applicable in Pakistan.

A. F. Ferguson & Co.

Chartered Accountants

KarachiDated: February 18, 2006

Review Report to the members
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Unaudited AuditedDecember 31, June 30,

2005 2005Note (Rupees in thousand)

ASSETSNon-Current AssetsProperty, plant and equipment 2 288,620
226,575Intangibles 3,915 4,290Long term deposits 2,357 2,139

294,892 233,004Current Assets

Stores, spare parts and loose tools 4,092 3,299Stock in trade
269,312 356,655Trade debts 173,633 75,877Advances 37,040
14,029Trade deposits and prepayments 3,411 1,822Other receivables
2,084 913Tax refunds due from / adjustable with the government
11,991 17,553Cash and bank balances 111,829 5,579

613,392 475,727

908,284 708,731

SHARE CAPITAL AND RESERVESIssued, subscribed and paid-up capital
42,505 42,505

Capital Reserve - Share premium 6,102 6,102Unappropriated profit
173,292 134,494

221,899 183,101

NON-CURRENT LIABILITIESLong term financing 141,000
76,000Liabilities against assets subject to finance leases 4,351
2,331Deferred tax 8,954 11,808

154,305 90,139

CURRENT LIABILITIESTrade and other payables 276,274
140,458Accrued interest / mark up 9,087 4,688Short term borrowings
212,657 270,718Current maturity of: Long term financing 6,000 6,000
Liabilities against assets subject to finance leases 2,062
1,627Provision for income tax 26,000 12,000

532,080 435,491COMMITMENTS 3

908,284 708,731

The annexed notes form an integral part of these financial
statements.

Balance Sheet as at December 31, 2005

Abrar HasanChief Executive

Khawar M. ButtDirector
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Profit and Loss Accountfor the Half Year Ended December 31, 2005
(unaudited)

Quarter ended Half year ended

December 31, December 31, December 31, December 31,2005 2004
2005 2004

(Rupees in thousand)Net sales

Local 535,313 410,246 987,580 755,071Export 49,404 41,611 98,627
124,339

584,717 451,857 1,086,207 879,410

Cost of sales 385,051 321,046 751,066 624,466

Gross profit 199,666 130,811 335,141 254,944

Distribution cost 130,360 83,731 218,228 166,866Administrative
expenses 16,815 12,812 31,506 24,713Other operating expenses 3,815
5,687 5,360 7,455

150,990 102,230 255,094 199,034

Other operating income 2,158 288 2,204 2,382

Profit from operations 50,834 28,869 82,251 58,292

Finance costs 9,746 3,898 14,505 6,732

Profit before taxation 41,088 24,971 67,746 51,560

Taxation 15,572 13,037 22,572 18,537

Profit after taxation 25,516 11,934 45,174 33,023

Earnings per share - basic and diluted - Rupees 6.00 2.81 10.63
7.77

The annexed notes form an integral part of these financial
statements.

Abrar HasanChief Executive

Khawar M. ButtDirector
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Cash Flow Statementfor the Half Year Ended December 31, 2005
(unaudited)

2005 2004Note (Rupees in thousand)

CASH FLOWS FROM OPERATING ACTIVITIESCash generated from
operations 4 194,800 48,031Finance cost paid (10,106) (5,551)Income
tax paid (5,864) (5,721)Net increase in long term deposits (218)
(139)

Net cash from operating activities 178,612 36,620

CASH FLOWS FROM INVESTING ACTIVITIESFixed capital expenditure
(74,551) (16,725)Sale proceeds of property, plant and equipment on
disposal 2,040 2,323

Net cash used in investing activities (72,511) (14,402)

CASH FLOWS FROM FINANCING ACTIVITIESLong term financing - net
65,000 (3,000)Liabilities against assets subject to finance leases
- net (892) (929)Dividend paid (5,898) (16,654)

Net cash from / (used in) financing activities 58,210
(20,583)

Net increase in cash and cash equivalents 164,311 1,635Cash and
cash equivalents at the beginning of the period (265,139)
(205,023)

Cash and cash equivalents at the end of the period 5 (100,828)
(203,388)

The annexed notes form an integral part of these financial
statements.

Abrar HasanChief Executive

Khawar M. ButtDirector
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Statement of Changes in Equityfor the Half Year Ended December
31, 2005 (unaudited)

Issued Capitalsubscribed reserve

and paid up share Unappropriatedcapital premium profit Total

(Rupees in thousand)

Balance as at June 30, 2004 42,505 6,102 120,843 169,450

Final dividend for the year endedJune 30, 2004 (Rs 4 per share)
– – (17,002) (17,002)

Profit for the half year endedDecember 31, 2004 – – 33,023
33,023

Balance as at December 31, 2004 42,505 6,102 136,864 185,471

Balance as at June 30, 2005 42,505 6,102 134,494 183,101

Final dividend for the year endedJune 30, 2005 (Rs 1.5 per
share) – – (6,376) (6,376)

Profit for the half year endedDecember 31, 2005 – – 45,174
45,174

Balance as at December 31, 2005 42,505 6,102 173,292 221,899

The annexed notes form an integral part of these financial
statements.

Abrar HasanChief Executive

Khawar M. ButtDirector
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1. These financial statements have been prepared in accordance
with the requirements ofInternational Accounting Standard No. 34,
Interim Financial Reporting and are being submittedto the
shareholders as required by section 245 of the Companies Ordinance,
1984 and thelist ing regulations of the Karachi, Lahore and
Islamabad Stock Exchanges.

The accounting policies adopted for the preparation of these
financial statements are thesame as those applied in the
preparation of the annual financial statements of the companyfor
the year ended June 30, 2005.

2005 2004Note (Rupees in thousand)

2. PROPERTY, PLANT AND EQUIPMENT

2.1 Operating Assets 2.2 192,469 182,688Capital work in progress
96,151 43,887

288,620 226,575

2005 2004(Rupees in thousand)

2.2 Additions and Disposals during the period

AdditionsLeasehold land – 1,500Plant and machinery including
generators 18,466 8,729Furniture and Fittings 259 336Motor Vehicles
3,093 4,118Office and other equipments 1,411 369Computers 1,997
691Laboratory equipment 32 –

25,258 15,743

Disposals - Net Book ValuePlant and machinery including
generators 71 1 9Motor Vehicles 1,689 1,494

1,760 1,513

Notes To The Financial Statementfor the Half Year Ended December
31, 2005 (unaudited)
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2.3 During the period, the Company reviewed the expected pattern
of consumption of the futureeconomic benefits embodied in the
assets of the Company and consequently changed thedepreciation
method from reducing balance to straight line. Moreover, the
Company alsoreviewed the useful life of its assets and accordingly,
adjusted the depreciation rates wherevernecessary. Had these
changes not been made the depreciation charge for the period
wouldhave been lower by Rs 1.73 million.

3. COMMITMENTS

3.1 Aggregate commitments for capital expenditure amounted to Rs
99.63 million (June 30, 2005:Rs 122.98 million).

2005 2004(Rupees in thousands)

4. CASH GENERATED FROM OPERATIONS

Profit before taxation 67,746 51,560Adjustments of non-cash
charges and other items

Depreciation on property, plant and equipment 13,717
10,646Amortisation of intangibles 751 599Finance cost 14,505
6,732Gain on disposal of property, plant and equipment (280)
(811)Stock written off 2,565 –Provision for slow moving stock
12,624 –

43,882 17,166

Profit before working capital changes 111,628 68,726

EFFECT ON CASH FLOWS DUE TO WORKINGCAPITAL CHANGES

Decrease / (increase) in current assetsStores, spare parts and
loose tools (793) (153)Stock in trade 72,154 (44,411)Trade debts
(97,756) (56,977)Advances (23,011) (13,346)Deposits and prepayments
(1,589) (3,352)Other receivables (1,171) (792)

(52,166) (119,031)

Increase / (Decrease) in current liabilitiesTrade and other
payables 135,338 98,336

194,800 48,031

first half yearly report, December 31, 2005
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2005 2004(Rupees in thousands)

5. CASH AND CASH EQUIVALENTS

Cash and bank balances 111,829 12,028

Short term borrowings (212,657) (215,416)

(100,828) (203,388)

2005 2004(Rupees in thousand)

6. TRANSACTIONS WITH RELATED PARTIES

Relationship with the company Nature of transactions

Associated companies /Undertakings: Reciprocal arrangements
for

sharing of services 1,217 2,742

Sale of goods 224,927 178,562

Post employment benefit plans Contribution to employeesprovident
fund 2,281 2,143

7. SEASONALITY IMPACT

The company's results are affected by seasonal sales due to the
occurring of Ramazan andtwo Eids during a particular period of the
year where company's products are sold in a largernumber.

8. CORRESPONDING FIGURES

Previous period’s figures have been rearranged and reclassified
wherever necessary for thepurposes of comparision. Major changes
made during the period are as follows:

Reclassification from Reclassification to Reason for
Rupeesreclassification in thousand

Net Sales Distribution cost To bring inline with annual 38,332
financial statements

Distribution cost Net Sales - do - 45,896

Other operating Administrative - do - 1,419expenses expenses

9. DATE OF AUTHORISATION

These financial statements were authorised for issue on February
18, 2006 by the Board ofDirectors of the company.

first half yearly report, December 31, 200511

Abrar HasanChief Executive

Khawar M. ButtDirector
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