


REPORT TO OUR SHAREHOLDERS

Continuing Innovation

On the cover of this report is a photo of Brian Strachan, a large forming contractor in
Surrey BC, prototype-testing the new Fastfoot® Mini™. This 120’ roll of forming fabric
replaces dimensional lumber up to 12” in height and is seventeen times less expensive.
The Mini™ minimizes labor by eliminating the sawing, nailing and stripping of lumber. The
Fastfoot® Mini™ is being introduced into our local market during this quarter.

We are also introducing precut 12’ lengths of Fast-Tube™ to compete directly in length
and price with cardboard tubes.

I heartily thank our Board Members, Shareholders, Dealers and Contractors for their
continued enthusiasm and commitment to our revolutionary concrete forming technology.

Sincerely

R

Richard Fearn
President
May 29 2006

FAB-FORM INDUSTRIES LTD. 2006 FIRST QUARTER REPORT 2 of 15




MANAGEMENT DISCUSSION & ANALYSIS

Unaudited

This management discussion and analysis (MD&A) provides a detailed analysis of the business of Fab-Form Industries
Ltd. and compares the Company’s three most recently completed financial years. This should be read in conjunction with
the Company’s financial statements and related notes for the period ended 31 March 2006.

QUARTERLY FINANCIAL SUMMARY

2006 2005 2004
1st Qtr 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr
Revenues 87,658 69,030 77,735 166,781 76,491 36,071 112,454 63,852 45,896
Net Income (loss) (8,156) (1,382) (3,173) 48,190 (7,019) (21,499) 22,587 5,077 1,314
Shares outstanding (diluted) 7,283,604 | 7,283,604 7,283,604 7,283,604 6,794,928 | 6,794,928 6,794,928 6,794,928 6,794,928
Income (loss) per diluted share 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.00
FINANCIAL RESULTS
Sales

Sales for the first quarter of 2006 were $87,658, a 14.6% increase over 2005. Sales of Fastfoot® increased 7.4%,
Fastbags® 13.1%, and Fast-Tube™ 55.7% over the previous year. The large increase in Fast-Tube™ was due to
widespread acceptance by forming contractors in the Vancouver market.

2006 2005 $Change % Change

Fastfoot® 47,818 $ 44,514 $ 3,304 7.4%

Fast-Tube™ 18,590 11,940 6,650 55.7%

Fastbag® 15,212 13,448 1,764 13.1%

Other 6,038 6,589 (551) (8.4%)

Total Sales 87,658 76,491 11,167 14.6%
Cost of Goods Sold

Gross margins for the quarter were 53%, compared with 51% in 2005.

Expenses

Operating expenses increased to $54,610 from $46,238 the previous year, an increase of 18.1% due to increased
marketing expenses.

Statement of Operations & Income

The Company's net loss for the first quarter was $8,156, in line with the previous year’s loss of $7,019, and expected due
to winter building slowdown.

Investing Activities

No investments took place in the quarter.
Financing Activities

No financing took place in the quarter.
Cash Flow

Operating activities for the quarter used up cash of $25,577, compared with $1,203 in 2005. The net decrease in cash for
the quarter was $31,128, compared with $5,034 the previous year.

Liquidity
The Company’s working capital at the end of the first quarter was $30,383, an improvement over the previous year’s
($94,938).
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MANAGEMENT DISCUSSION & ANALYSIS

Unaudited

DISCUSSION OF NON FINANCIAL ITEMS
Off Balance Sheet Arrangements
None

Material Contracts

None

Changes in Accounting Policy

There have been no changes in accounting policies.

Internal Control over Financial Reporting

Fab-Form management has provided adequate internal controls to ensure correct financial information is stated.

Effectiveness of Disclosure Controls

The Fab-Form board has placed the required controls to ensure all relevant information is properly disclosed to the

market.

Subsequent Events

None

SELECTED ANNUAL INFORMATION

Year ended 31-Dec-05 31-Dec-04 31-Dec-03 31-Dec-02

Revenues $ 390,037 $ 258,273 $ 151,624 $ 260,926

Cost of sales $ 175,358 ¢ 117,083 $ 69,921 $ 117,248

Gross profit $ 214,679 $ 141,190 ¢ 81,703 $ 143,678

% gross profit 55% 55% 54% 55%

Expenses $ 178,063 $ 133,711 $ 126,902 $ 130,029

Net income (loss) $ 36,616 $ 7,479 % (45,199) $ (70,358)
Shares outstanding (diluted) 7,283,604 6,794,928 6,794,928 6,433,116

Income (loss) per diluted share $ 0.01 $ 0.00 $ (0.01) $ (0.01)
Total assets $ 501,714 $ 463,380 $ 454,322 $ 435,008

Long term debt (excluding current portion) $ 61,347 % 79,227 $ 37,360 $ 1,980

Cash Dividends Declared $ None $ None $ None $ None

Approved
"Board of Directors”
May 29 2006
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Unaudited

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles. The financial information
contained elsewhere in this report has been reviewed to ensure consistency with the financial
statements.

Management maintains systems of internal control designed to provide reasonable assurance that
the assets are safe guarded. All transactions are authorized and duly recorded, and financial records
are properly maintained to facilitate financial statements in a timely manner. The Board of Directors
is responsible for ensuring that management fulfills its responsibilities for financial reporting and is
ultimately responsible for reviewing and approving the financial statements. The Board carries out
this responsibility principally through its Audit Committee.

The Audit Committee of the Board of Directors has reviewed the financial statements with
management. Culver & Co., an independent firm of chartered accountants, appointed as external
auditors by the shareholders, have not audited the consolidated financial statements.

Richard N. Fearn
President, CEO & CFO

FAB-FORM INDUSTRIES LTD.
29 May 2006
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FAB-FORM INDUSTRIES LTD.

BALANCE SHEETS

ASSETS 2006 2005
Current
Cash $ - $ -
GST receivable 2,580 2,525
Accounts receivable 57,149 29,322
Prepaid expenses and advances 16,732 5,562
Inventory 38,719 29,059
Total current assets 115,180 66,468
Property, plant and equipment (Note 5) 85,978 103,774
Deferred development (Nofe 6) 172,878 201,883
Patents (Note 7) 106,354 90,531
Trademarks (Note 8) 8,278 9,753
373,488 405,941

$ 488,668 $ 472,409

LIABILITIES

Current
Bank overdraft (Mote 9)

$ 6,272 ¢ 30,677

Accounts payable and accrued liabilities 56,782 100,758
Accounts payable - related (Note 14) - 6,416
Loan from related party (Notes 10 and 14) 3,864 5,676
Current portion of long-term debt (Mote 11) 17,880 17,880
Total current liabilities 84,798 161,407
Long-term debt (Note 11) 56,877 74,757
Obligation to issue shares (Nofe 12) 63,500 66,500
120,377 141,257
SHAREHOLDERS' EQUITY
Share capital (Note 13) 691,942 613,674
Deficit (408,449) (433,928)
283,493 169,745

$ 488,668 ¢ 472,409

ON BEHALF OF THE BOARD:

“"Richard Fearn”
, Director

"Herb Bentz”
, Director

See accompanying notes to the consolidated financial statements
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STATEMENTS OF OPERATIONS AND DEFICIT

2006 2005
Sales $ 87658 $ 76,491
Cost of Sales 41,203 37,272
Gross Profit 46,455 39,219
(Percent Gross Profit) 53% 51%
Expenses
Administrative expenses 5,163 4,311
Amortization and depreciation 14,717 14,317
Interest on short-term debt, bank charges 499 1,372
Interest on long-term debt 1,312 1,557
Foreign exchange loss (gain) 240 55
Management fees 11,472 10,030
Marketing 8,354 4,650
Occupancy 4,855 4,468
Patent maintenance 557 94
Production 133 193
Professional fees 2,165 2,923
Public company expenses 2,746 1,330
Telecommunications 1,285 938
Wages and benefits 1,113 -
54,611 46,238
Net income (8,156) (7,479)
Deficit — beginning of period (436,909) (444,388)
Deficit — end of period $ (445,065)$ (443,928)
Average shares outstanding
Basic 3,387,985 2,898,809
Diluted 6,807,292 6,794,428
Earnings per share
Basic 0.00 0.00
Diluted 0.00 0.00

See accompanying notes to the consolidated financial statements
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STATEMENTS OF CASH FLOW

Cash resources provided by (used in)

2006

2005

Operating activities
Cash receipts from customers
Direct costs
Cash paid to suppliers and employees

$ 63,535 $ 59,789

Investing activities
Property, plant and equipment
Patents

Financing activities
Long term debt
Accounts payable, related
Loan from related party
Obligation to issue shares

Net increase in cash
Cash position, opening

(39,894)  (40,641)
(51,218)  (20,351)
(25,577) (1,203)
- (2,416)
(114) -
(114) (2,416)
(4,470) (4,470)
(1,018) -
51 55
3,000
(5,437) (1,415)
(31,128) (5,034)
24,856 (25,643)

Cash position, ending $

(6,272) $ (30,677)

Supplementary cash flow information
Cash paid for interest $
Cash paid for income taxes $

1,760 $

$

2,874

See accompanying notes to the consolidated financial statements
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS

31 March 2006

1. Future operations

These financial statements have been prepared on a going concern basis, which presumes the recovery of assets
and settlement of liabilities at their carrying values in the normal course of business for the foreseeable future.
Continued operations and the recovery of carrying value of property, plant and equipment, deferred
development, patent and trademark costs are dependent on the company’s ability to continue product
development, generate net income and positive cash flows on a commercial scale.

If the going concern assumption was not appropriate for these financial statements adjustments would be
necessary to the carrying values of assets and liabilities. At 31 March 2006 the Company had working capital of
$30,383 (2005 — negative $94,938) and a deficit of $408,449 (2005 - $443,928).

2. Incorporation and nature of business

Fab-Form Industries Ltd. (the "company" or "Fab-Form") was incorporated 13 June 1995 under the Company Act
of British Columbia as 498620 BC Ltd. On 11 October 1995 the company changed its name to Capital Gold
Corporation. On 16 November 1995 the company changed its name to First Gold Corporation. On 25 October
1999 the company changed its name to Fastfoot Industries Ltd. On 14 December 2001 the company changed its
name to Fab-Form Industries Ltd.

In 1999 the company acquired 100% of the issued and outstanding shares of Maxito Industries Ltd. (“Maxito”).
Maxito develops proprietary technology to construct concrete footings, foundations, and walls for residential and
commercial building structures. Maxito’s wholly owned subsidiary, Fab-Form Industries (1986) Ltd. ("Fab-Form
(1986)") is the operating company for the technology.

3. Significant accounting policies
a) Consolidation

These consolidated financial statements include the accounts of the company, its wholly owned subsidiary
Maxito, and the wholly owned subsidiary of Maxito, Fab-Form Industries (1986) Ltd.

b) Inventory
Inventory is valued at the lower of cost or net realizable value. Cost is determined on the first-in, first-out basis.

c) Amortization
The company provides for amortization of property, plant and equipment on the declining balance basis
using the following annual rates:

Manufacturing equipment - 20%

Office furniture and equipment - 20%

Computer equipment - 30%

Vehicle - 30%

Software - 100%

One-half of the above rates are taken in the year of acquisition. No amortization is taken on equipment

under development.

d) Patents

Expenditures relating to patents are recorded at cost and are amortized on a straight-line basis over 17
years, commencing in the year in which the patent certificate is received.
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS

31 March 2006

e) Deferred development costs

New product research and development costs are deferred to future periods when the product or process is
clearly defined, the costs can be identified, the technical feasibility has been established, management intends to
market the product or process, a market exists for the product or process, and adequate resources exist, or are
expected to be available, to complete the project. Research, as well as development costs that do not meet the
preceding criteria are expensed in the period incurred.

The company provides for amortization using the reversed sum-of-the-years'-digits method, over the estimated
useful life of the product or process from the date the product is sold commercially.

Research and development investment tax credits and government grants are applied against the deferred costs
or expense, as applicable, in the period in which the investment tax credits and government grants are received.

Deferred development costs include:

i) direct costs of materials and services consumed during the development stage,
i) remuneration of personnel directly engaged in the development activities,

iii) a reasonable portion of overhead costs,

iv) amortization of capital assets used in the development activities.

f) Trademarks

Trademarks are recorded at cost and are amortized on a straight-line basis over 10 years, commencing in
the year in which the trademark certificate is received.

g) Foreign currency translation

The company's foreign denominated transactions have been translated into Canadian dollars as follows:

e Monetary assets and liabilities at year-end rates,

e All other assets and liabilities at historical rates, and

e Revenue and expense and research and development items at the average rate of exchange prevailing
during the year.

Exchange gains and losses arising from these transactions are reflected in income or expense in the year.

h) Income taxes

Income taxes are accounted for using the asset and liability method. Under this method, future income tax
assets and liabilities are determined based on temporary differences between the financial statement
carrying amount and tax bases of assets and liabilities, and measured using the substantively enacted tax
rates and laws that will be in effect when the differences are expected to reverse. The effect on future
income tax assets and liabilities from a change in tax rates is included in income in the period that includes
the substantive enactment date. Future income tax assets are evaluated periodically and if realization is not
considered more likely than not, a valuation allowance is provided.

As at 31 December 2005, the Company has recorded a valuation allowance to reduce the future income tax
asset to $nil, as the Company has not met the “"more likely than not” criteria in respect of recovery of future
income taxes.

i) Stock-based compensation

The company adopted prospectively in 2003 the recommendations of the Canadian Institute of Chartered
Accountants for stock-based compensation. The recommendations are applicable only to awards granted by
the company after the date of adoption. No compensation expense relating to options was recorded during
the year. Any consideration paid on the exercise of stock options is credited to share capital. See note 13

(d).

j) Revenue recognition

Revenue is recorded and related costs are recognized at the time the product is shipped, the title to the
goods has passed, and collection is reasonably assured.

k) Earnings per share

Basic earnings and loss per share are calculated using the weighted average number of common shares
outstanding during the year. Diluted earnings per share is calculated using the treasury stock method and
reflects the potential dilution of securities by including stock options in the weighted average number of
shares outstanding, if dilutive.
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

31 March 2006

I) Use of estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
dates of the financial statements and the reported amounts of revenues and expenses during the reported
periods. Actual results could differ from those estimates.

4. Financial instruments

The company’s financial instruments consist of accounts receivable, accounts payable, amounts due to related
parties, loans from related parties and long-term debt. Unless otherwise noted, it is management’s opinion that
the company is not exposed to significant interest, currency or credit risks arising from the financial instruments.
The fair value of these financial instruments approximates their carrying value due to their short-term maturity
or capacity of prompt liquidation. As a significant portion of the company's sales is made in US funds, there is
significant exposure to the foreign currency fluctuation risk.

5. Property, plant and equipment

2006 2005
Cost Accum. Amort. Net Book Value Net Book Value
Manufacturing equipment $ 131,822 $ (52,174) $ 79,648 $ 94,848
Office furniture 6,272 (5,629) 643 803
Computers 26,198 (24,395) 1,803 2,575
Vehicle 29,391 (25,507) 3,884 5,548
Software 1,678 (1,678) - -
Total $ 195,361 $ (109,383) $ 85,978 $ 103,774
6. Deferred development costs
2005 2004
Cost Accum. Amort, Net Book Value Net Book Value
Fabwall™ $ 134,368 $ - $ 134,368 $ 134,368
Fastfoot® 124,858 (101,058) 23,800 51,670
Fast-Tube™ 16,975 (2,265) 14,710 15,845
Total $ 276,201 $ (103,323 ) $ 172,878 $ 201,883
i) The company amortizes the Fastfoot® (started in 2000) and Fast-Tube™ (started in 2004) technology
using a reversed sum-of-the-years'-digits method over seven years.
ii) No amortization of Fabwall™ has been recorded as this project is still under development. No material

revenue has resulted from this technology.

7. Patents

The company has an exclusive license agreement with its majority shareholder for use of proprietary technology
protected by a number of current and pending patents for the life of the patents. No license fees are payable
under the agreement except for the costs to register and maintain the patents. Costs and amortization of held

patents are as follows:

2005 2004

Cost Accum. Amort. Net Book Value Net Book Value
Fabwall™ $ 16,865 $ - $ 16,865 $ 16,865
Fastfoot® 77,384 (19,322) 58,062 62,613
Foundation & Floor System 11,105 (8,655) 2,450 3,103
Concrete Foundation Wall 6,957 (3,375) 3,582 3,991
Fast-Tube™ 25,395 - 25,395 3,959
Total $ 137,706 $ (31,352) $ 106,354 $ 90,531
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS

31 March 2006

8. Trademarks
The company has three registered trademarks:

2005 2004
Cost Accum. Amort, Net Book Value Net Book Value

Fastfoot® $ 6,212 $ (3,625) $ 2,587 $ 3,167
Fastfabric® 3,883 (1,650) 2,233 2,621
Fastbag® 5,070 (1,612) 3,458 3,965
Total $ 15,165 $ (6,887) $ 8,278 § 9,753

9. Bank overdraft
The company has one bank overdraft provision to a maximum of $30,000 with an interest rate of prime plus 4%
per annum, secured by a general security agreement.

10. Loan from related parties
The loans are due from a director and officer, are due on demand and bear interest at prime compounded
monthly.

11. Long-term debt

Description

2006

2005

Loan from the Program for Export Market Development. This money has been
advanced to the company for allowable marketing expenditures, up to a
maximum of $39,854. The loan is repayable if sales target is exceeded.

Less current portion

$ 22,907

$ 22,907

(22,907)

Long-term portion

22,907

Machinery loan from the Business Development Bank for $50,000. Secured by
guarantee payable $840 per month, plus current interest rate of 8.75%,
maturing May 18", 2008

Less current portion

25,200

(10,080)

35,280

(10,080)

Long-term portion

15,120

25,200

Working capital loan from the Business Development Bank for $40,000. Secured
by guarantee payable $650 per month, plus current interest of 9.5%, maturing
Aug 23 2009.

Less current portion

26,650

(7,800)

34,450

(7,800)

Long-term portion

18,850

26,650

Total long-term debt
Less current portion

74,757
(17,880)

92,637
(17,880)

Long-term portion

$ 56,877

$ 74,757

Future principal payments on long-term debt are:
2006 $ 13,410
2007 17,880
2008 15,360
2009 5,200
Future 22,907
Total $ 74,757
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS

31 March 2006

12. Obligation to issue shares / contingent liability

During the 2000 fiscal year, a former director and officer of the parent company (“the plaintiff”) initiated legal
action against the company. The plaintiff alleges that during the 2000 fiscal year he made $64,500 in loans to
the company, and that the company owes him this money plus accrued interest. The company’s current
management believes that only $63,500 was advanced to the company and that these funds were advanced for
the exercise of warrants. No further legal action has been undertaken by the plaintiff or the company since fiscal
2000. The outcome of the dispute is still unknown.

13. Share capital
a) Basis of presentation

These consolidated financial statements are prepared using reverse takeover accounting, under which the
capital structure of the consolidated entity is that of the legal parent (the company), but the dollar amount
at the date of the reverse takeover of the issued share capital is that of the legal subsidiary (Maxito).

b) Details of share capital
i)  Authorized: 100,000,000 common shares without par value and 100,000,000 class A preferred shares
without par value

i) Issued:
Common shares Quantity Amount
Balance — 31 December 2003 and 2004 6,318,116 $ 613,674
Private placement — 2 June 2005 489,176 78,268
Balance — 31 March 2006 6,807,292 $ 691,942

As at 31 March 2006, 55.9% (2005 — 55.9%) of the issued and outstanding voting common shares of the
company were owned by a director and officer of the company and a relative of the director and officer.

c) Escrow shares
As at 31 March 2006:

i) As a result of the 1999 reverse takeover, 3,419,307 (2004 - 3,419,307) shares were held in escrow to
be released for every $1.014 of cumulative positive cash flow before tax. The release of escrow shares
must be made before 30 June 2009.

d) Options and warrants
There are no warrants or options outstanding.

14. Related party transactions

The following related party transactions occurred during the fiscal quarter:

Director or
Relative ofa  Company
Director &  Director &  Controlled

Category Description Year  Officer Officer by Director
Asset Deferred Development Costs 2006 $ - $ -$ -
2005 - - -

Asset Capital Asset 2006 - - -
2005 1,200 1,200 -

Liability  Balance due to Related Parties 2006 - - 51
It;f;::si in the ordinary course of 2005 ) 419 i

Expenses Management Fees 2006 5,736 5,736 -
2005 5,015 5,015 -
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS

31 March 2006

15. Income taxes

There is no income tax payable on the current year’s income as a result of the application of prior year’s losses.
The company and its subsidiaries have available non-capital losses for tax purposes of approximately $342,000,
which may be carried forward and used to reduce taxable income of future years. These losses expire as follows:

2007 130,000
2008 76,000
2009 3,000
2010 57,000
2011 12,000
2012 3,000

Total $ 342,000

Timing differences between accounting and tax values of property and intangible assets of $78,000 will be offset

against these losses in future years.

The company claims tax credits under the Scientific Research and Experimental Development investment tax

credit program (“SR&D ITC"). SR&D ITC credits of $40,000 are available to offset future income taxes.

Due to the uncertainty of future recovery, the potential tax benefit of these items has not been recognized in
these consolidated financial statements.

16. Concentration of customers

In 2006, 17.8% (2005, 23.2%) of the company's sales were made to one customer.

17. Segmented information

2006 2005
Gross sales Canada $ 27,637 31.5% $ 28,340 37.2%
USA 60,021 68.5% 47,851  62.8%
Total $ 87,658 100.0% $ 76,191 100.0%
Total assets Canada $ 488,668 100.0% $ 472,409 100.0%
USA 0 0.0% 0 0.0%
Total $ 488,668 100.0% $ 472,409 100.0%
Capital expenditures Canada $ 114 100.0% $ 2,416 100.0%
USA 0 0.0% 0 0.0%
Total $ 114 100.0% $ 2,416 100.0%
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FIRST QUARTER CONSOLIDATED FINANCIAL STATEMENTS

FURTHER INFORMATION
31 March 2006

FAB-FORM INDUSTRIES LTD. is a manufacturer and marketer of forming products using poly membranes to form and
damp-proof concrete for the building industry. Fab-Form is the only company in the world commercializing this
technology, and is headquartered in Surrey, BC. Its common shares trade on the Toronto Venture Exchange under the

symbol “FBF".

For additional information, please contact:

Richard Fearn
President, CEO, CFO
richard.fearn@fab-form.com

Herb Bentz
Chairman of the Board
herb.bentz@fab-form.com

FAB-FORM INDUSTRIES LTD.
Unit 212, 6333 148" Street
Surrey, BC V3S 3C3, Canada

(604)596-3278

Shareholders and interested investors should visit our website:
www.fab-form.com
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