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PART |

I TEM 1. 1 DENTITY OF DI RECTORS, SENI OR MANAGEMENT, AND ADVI SORS
Not Applicable

I TEM 2. OFFER STATI STI CS AND EXPECTED TI METABLE
Not Applicabl e

| TEM 3. KEY | NFORMATI ON

3.A 1. Selected Financial Data

3.A.2. Selected Financial Data

The Conpany's financial statenents are stated in Canadian Dollars (CDN$) and are
prepared in accordance with Canadi an Generally Accepted Accounting Principles (GAAP),
the application of which, in the case of the Conpany, confornms in all naterial
respects for the periods presented with US GAAP, except as discussed in footnotes to
the financial statenents.

The selected financial data of the Company for Fiscal 2003, Fiscal 2002, and Fiscal
2001 ended June 30th was derived fromthe financial statenents of the Conpany which
have been audited by Ani sano Hanson, independent Chartered Accountants, as indicated
in their audit report which is included elsewhere in this Annual Report. The
sel ected financial data set forth for Fiscal 2000 and Fiscal 1999 ended June 30th are
derived fromthe Conpany's audited financial statements, not included herein.

The selected financial data should be read in conjunction wth the financial
statements and other financial information included el sewhere in the Annual Report.

The Conpany has not declared any dividends since incorporation and does not
anticipate that it will do so in the foreseeable future. The present policy of the
Conmpany is to retain future earnings for use in its operations and the expansion of
its business.



Table No. 1 is derived fromthe financial statenments of the Conpany, which have been
prepared in accordance with Canadi an Generally Accepted Accounting Principles (GAAP),
the application of which, in the case of the Conpany, conforms in all material
respects for the periods presented with US GAAP, except as disclosed in footnotes to
the financial statenents.

Table No. 1
Sel ected Financial Data
(CDN$ in 000, except per share data)

Year Year Year Year Year

Ended Ended Ended Ended Ended

6/ 30/ 2003 6/30/2002 6/30/2001 6/30/2000 6/30/1999

Sal es Revenue $2255 $1860 $1496 $1643 $1514
Operational Profit (Loss) $47 ($317) ($454) ($299) ($218)
Net |ncome (Loss) $47 ($317) ($454) ($299) ($350)
I ncome (Loss) per Share $0. 00 ($0.03) ($0. 04) ($0. 04) ($0. 06)
Di vi dends Per Share $0. 00 $0. 00 $0. 00 $0. 00 $0. 00
Wg. Avg. Shares (000) 14057 12415 10878 8374 5964
Peri od-end Shares O S 18638 13138 12538 10240 6009
Wor ki ng Capi t al ($245) ($704) ($564) ($433) ($705)
Long- Ter m Debt $78 $161 149 212 148
Capi tal Stock $11649 $11029 10969 10733 10070
Shar ehol ders’ Equity ($208) ($874) (618) (313) (685)
Total Assets 1306 1210 1398 1564 1373

(1) Fiscal 2002 and Fiscal 2001 results restated to conformto Fiscal 2003
presentation format.

(2) There are no material nunerical differences in reported result under US GAAP
than under Canadi an GAAP for the |l ast three years.




3. A 3. Exchange Rates
In this Annual Report, unless otherw se specified, all dollar anpbunts are expressed

in Canadian Dollars (CDNS$). The Government of Canada pernits a floating exchange
rate to deternmine the value of the Canadian Dollar against the U S. Dollar (USS$).

Table No. 2 sets forth the rate of exchange for the Canadi an Dollar at the end of the
five nost recent fiscal periods ended June 30th, the average rates for the period
and the range of high and |low rates for the period. The data for each nonth during
the previous six nmonths is al so provided.

For purposes of this table, the rate of exchange means the noon buying rate in New
York City for cable transfers in foreign currencies as certified for custons purposes
by the Federal Reserve Bank of New York. The table sets forth the nunmber of Canadi an
Dol lars required under that forrmula to buy one U.S. Dollar. The average rate neans
the average of the exchange rates on the | ast day of each nonth during the period.

Tabl e No. 2
U.S. Dol | ar/ Canadi an Dol | ar

Aver age Hi gh Low Cl ose
Novenber 2003 1.34 1.30 1.30
Cct ober 2003 1.35 1.30 1.32
Sept enber 2003 1.39 1.35 1.35
August 2003 1.41 1.38 1.39
July 2003 1.41 1.34 1.41
June 2003 1.38 1.33 1. 36

Fi scal Year Ended 6/30/2003 1 1 1 1
Fi scal Year Ended 6/30/2002 1. 1 1 1.
Fi scal Year Ended 6/30/2001 1.62 1.58 1. 46 1.52
Fi scal Year Ended 6/30/2000 1 1 1 1
Fi scal Year Ended 6/30/1999 1 1 1 1

3.B. Capitalization and | ndebt edness
3. C Reasons For The Ofer And Use OF Proceeds

Not Applicabl e

3.D. Risk Factors

Barrier’s business is based on the premse that building projects occasionally
require fire resistive performance. Whether based on a requirement of a national or
| ocal building code, the possibility for |lower insurance rates, or sinmply the desire
for safety by a building owner, Barrier’s health as a manufacturing conpany is based
on a denmand for resistive building products. Any factor that could nitigate the
demand for fire resistive construction could have a negative inpact on Barrier. On
the other hand, any factor that would increase the denmand for fire resistive building
products could have a positive inpact.




Acconpl i shing Barrier’'s objectives presunes that there will always be a demand for
fire-resistant building products. This demand nmay be derived either from a mandate
in a national or local building code, or sinmply a desire by a building owner to |ower
i nsurance rates or increase his feeling of security related to the building project.
It is felt that the risk of losing business as a result of a relaxation in building
code requirenents or building owners desire is very |ow On the contrary, it seens
that media coverage of fire danage and | oss of property and life has only served to
i ncrease the awareness of the need for nore (not less) fire safety in building
products.

Barrier suffers a larger risk in the possibility that a new generation of technol ogy
that will inpart fire resistance to building products nay be devel oped. New
technol ogy may serve to decrease the demand for Barrier’s Blazeguard product if the
new technol ogy proved to inpart either better characteristics of fire perfornmance or
was found to be |ess expensive to produce and market than Bl azeguard. Barrier’'s
managenent team makes a concerted effort to stay abreast of new technol ogies as they
are being devel oped. Barrier does this by staying in close contact with the industry
via trade associations (e.g. The National Association of Home Buil ders, NAHB) and the
i ndependent research |aboratories that are asked to test these new technol ogi es and
products as they are devel oped. New technol ogies require years of testing, not only
in devel opment, but in use, before they are accepted and “evaluated for use” by the
maj or buil di ng code agenci es such as BOCA, SBCClI, and | CBO

Barrier’s business is directly related to housing/building starts in the Unites

St at es. Any factor resulting in a slowdown of economic activity, especially those
that result in a increase in interest rates will have a negative inpact on Barrier’'s
busi ness. Recently the economic climate in the US has been very positive in its
relation to housing/building starts. The aggressive Federal Reserve has been
committed to keeping the econony healthy by maintaining low interest rates. Thi s
i ncreases the incentive for capital devel opnent (housing starts) and keeps the demand
for Barriers products grow ng ever stronger. Shoul d this economic clinmate change

however, and interest rates were to be increased, there would be a direct inpact on
housi ng/ bui l ding starts and therefore, Blazeguard sales as well.

Barrier presunes that corporate growmh will be funded both out of positive cash flow
and fromthe occasional sale of equity to help generate needed capital. The business
pl an, however, anticipates a few years of very rapid sales volune increases.
Conpani es experiencing rapid growth depend upon solid support both in the nmarket
place and in the manufacturing facilities thenselves. Insuring that capital is
available to increase production capacity and to provide support materials and
training in the market place is essential to success.

The Conpany has had a history of losses and there is no assurance that it can reach
profitability in the future. The Conpany will require significant additional funding
to neet its business objectives. Capital will need to be available to help expand
not only the production capacity of the corporation but also to inprove narket
penetration and sales through an increasing distribution network. The Conpany may
not be able to obtain additional financing on reasonable terms, or at all. |If equity
financing is required, as expected, then such financings could result in significant
dilution to existing sharehol ders.

Barrier is relatively “thin” in its nmanagement and sales team As a “start-up”
conmpany, Barrier has intentionally kept the nunber of niddle and upper namnagenent and
sales people at a mninmum in an effort to conserve financial resources. As the
conmpany grows it wll be essential to have new talent energing to help provide
| eadership in the factories of production and in the market place to introduce the
products to new narkets: both in geography and in use. As long as the

managenent /sales teamis thin, the inpact of |losing a key player is very large. As
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the conpany grows and nmore talent is trained and has gained experience, this risk
will be nmitigated.

Despite the Conpany’s Secretary/ Admini strator spending material portions of this tine
on busi nesses other than the Conpany, the Conpany believes that he devotes sufficient
time to the Conpany to properly carry out his duties.

Barrier relies on key relationships with industry | eaders to maintain its position in
the market place. Barrier is dependent upon suppliers to provide key elenents of
production at critical times at reasonable prices. VWiile the majority of these
materials are readily available and abundant, w thout quality suppliers providing
reasonable ternms of sales, Barrier would not be able to stay in business: there would
be no operating or working goods of production to use in the manufacturing process.

Additionally, Barrier has no current “outside sales” force to use to generate and
mai ntain market share for their products. Barrier relies on the outside sales force
of the existing distribution network to cover that function. If Barrier should |ose
the assistance of the distribution network, it would have an i medi ate and negative
i mpact on sal es. VWhile Barrier remains in a “growth” node and has kept a “thin”
sal es and marketing teamthis dependence upon the distribution network will renain.

Broker-Dealers May Be Discouraged From Effecting Transactions In Qur Commpn Shares
Because They Are Considered Penny Stocks And Are Subject To The Penny Stock Rul es

Rul es 15g-1 through 15g-9 pronul gated under the Securities Exchange Act of 1934, as
anended, inpose sales practice and disclosure requirements on NASD broker-deal ers who
make a market in "a penny stock". A penny stock generally includes any non-NASDAQ
equity security that has a market price of less than US$5.00 per share. Qur shares
are quoted on the TSX Venture Exchange and the price of our shares ranged from
CDN$0. 04 (low) to CDN$0.65 (high) during the period from 1/1/2003 to 12/8/2003. The
closing price of our shares on 12/8/ 2003 was CDN$0.65. The Conmmon Shares al so trade
on the NASD Electronic Bulletin Board and the price was US$0.45 on 12/8/2003. The
addi tional sales practice and disclosure requirenments inmposed upon broker-deal ers my
di scourage broker-dealers from effecting transactions in our shares, which could
severely limt the market liquidity of the shares and inpede the sale of our shares
in the secondary market.

Under the penny stock regulations, a broker-dealer selling penny stock to anyone
ot her than an established custonmer or "accredited investor" (generally, an individua
with net worth in excess of US$1, 000,000 or an annual inconme exceedi ng US$200, 000, or
US$300, 000 together with his or her spouse) nmust nmke a special suitability
determi nation for the purchaser and must receive the purchaser's witten consent to
the transaction prior to sale, unless the broker-dealer or the transaction is
ot herwi se exenpt.



In addition, the penny stock regulations require the broker-dealer to deliver, prior
to any transaction involving a penny stock, a disclosure schedule prepared by the US
Securities and Exchange Conmission relating to the penny stock market, unless the

broker-dealer or the transaction is otherw se exenpt. A broker-dealer is also
required to disclose comrssions payable to the broker-dealer and the registered
representative and current quotations for the securities. Finally, a broker-dealer

is required to send nonthly statenents disclosing recent price information wth
respect to the penny stock held in a custoner's account and information with respect
to the limted market in penny stocks.

U. S Investors May Not Be Able to Enforce Their Civil Liabilities Against Us or Qur
Directors, Controlling Persons and Officers

It may be difficult to bring and enforce suits against the Conpany. The Conpany is a
corporation incorporated in the province of British Colunmbia under the British
Col unmbi a Conpany Act. A mpjority of the Conpany's directors nust be residents of
Canada, and all or a substantial portion of their assets are |located outside of the

United States. |In addition, a portion of the Conpany's assets are |ocated in Canada.
As a result, it my be difficult for US. holders of our commpn shares to effect
service of process on these persons within the United States or to realize in the
United States upon judgnments rendered against them In addition, a sharehol der

should not assune that the courts of Canada (i) would enforce judgnents of U S.
courts obtained in actions against us or such persons predicated upon the civil
liability provisions of the U S federal securities laws or other |aws of the United
States, or (ii) would enforce, in original actions, liabilities against us or such
persons predicated upon the U S. federal securities laws or other laws of the United
St at es.

However, U. S. laws would generally be enforced by a Canadian court provided that
those laws are not contrary to Canadi an public policy, are not foreign penal |aws or
laws that deal with taxation or the taking of property by a foreign government and
provided that they are in conpliance with applicable Gnadian |egislation regarding
the limtation of actions. Also, a judgnent obtained in a U S court would generally
be recogni zed by a Canadi an court except, for exanple:

a) where the U.S. court where the judgnment was rendered had no jurisdiction
according to applicable Canadian | aw,

b) the judgnent was subject to ordinary renedy (appeal, judicial review and
any other judicial proceeding which renders the judgment not final
concl usive or enforceable under the I aws of the applicable state) or not
final, conclusive or enforceable under the | aws of the applicable state;

c) the judgment was obtained by fraud or in any manner contrary to natura
justice or rendered in contravention of fundamental principles of
procedure;

d) a dispute between the sane parties, based on the same subject matter has
given rise to a judgnent rendered in a Canadi an court or has been
decided in a third country and the judgnment neets the necessary
conditions for recognition in a Canadi an court;

e) the outcome of the judgnent of the U. S. court was inconsistent with
Canadi an public policy;

f) the judgnent enforces obligations arising fromforeign penal |aws or
laws that deal with taxation or the taking of property by a foreign
government; or

g) there has not been conpliance with applicable Canadian | aw dealing with
the linmtation of actions.



| TEM 4. | NFORMATI ON ON THE COVPANY

4. A. History and Devel opnent of the Conpany

I ntroduction
I nt er nati onal Barrier Technology 1Inc. and its subsidiaries are collectively
herei nafter referred to as the "Conpany".

I ncorporated in July 1986, pursuant to agreenents, the Conpany acquired the rights to
the Pyrotite Technology for Canada in July 1986 and for the United States in March

1992. The Canadian rights and the US rights wunder the 1992 agreenment were
voluntarily term nated in January 1996 due to marketing conflict with a corporation
which acquired the licensor’s rights to the technol ogy. A new agreenment for the

rights in the United States was signed in January 1996 and revised in March 1996
The Conpany conpleted construction of a new manufacturing facility in M nnesota, USA
in December 1995; the facility was upgraded to include substantial automation
i ncreased capacity and product quality in April/ My 2000.

The Conpany has been involved in the devel opment and manufacturing/ marketing of fire-
rated building products since 1986, including current products: Pyrotite, a fire-
barrier mterial conprised of the patented fornulation reinforced with chopped
fi berglass strands and applied by custoners directly to wood sheathing designed to
prevent ignition and inhibit the spread of flanmes; and Bl azeguard® a conposite fire-
rated panel, conposed of a coating of the patented fornul ation adhered to a | ayer of
structural sheathing or oriented strand board (“OSB").

The Conpany’s executive office is located at:
750 West Pender Street, #604

Vancouver, British Col unmbia, Canada V6C 2T7
Tel ephone: (604) 689-0188

Facsimle: (604) 689-9773.

e-mai | : naramat aresorts@one. com

website: ww intlbarrier.com

The Conpany’s registered office is |ocated at:

1750, 750 West Pender St., Vancouver, BC, Canada V6C 2T8
Tel ephone: (604) 681-1194; and

Facsimle: (604) 681-9652.

The contact person is:
Davi d Corcoran, Director and Corporate Secretary-Adn nistrator

The Conpany's fiscal year ends June 30th.

The Conpany's common shares trade on the TSX Venture Exchange under the synbol "IBH'
and on the NASD El ectronic Bulletin Board under the synmbol |BTGF. OB

The Conpany has 100, 000, 000 no par common shares authorized. At 6/30/2003, the end
of the Conpany's npbst recent fiscal year, there were 18,635,355 comopn shares issued
and out st andi ng.



Hi story and Devel opnent

I ncorporation and Name Changes

The Conmpany was incorporated in British Colunbia under the British Colunbia Conpany
Act on 7/10/86 under the name "Barrier Technology Inc.”; the nanme was changed to
International Barrier Technology Inc. on 3/11/1996.

Subsi di ari es:
The Conpany has two whol | y- owned subsi di ari es:
a) Pyrotite Coatings of Canada Inc.
i ncorporated in British Colunmbia on 7/10/1986
b) Barrier Technol ogy Corporation
i ncorporated in M nnesota, USA on 5/8/1996

Exi sting Marketing/Licensing Agreenents

1. US License Agreenent for Pyrotite Technol ogy nmade between Internationa
Barrier Technol ogy, Inc. Pyrotite Coatings of Canada, Inc., and Pyrotite
Corporation dated January 1, 1996.

2. Japanese territory expansion |license dated July 1, 1999.

Pursuant to a revised License Agreenent dated 1/1/1996 with Pyrotite Corporation
(“Licensor”) the Company is required to pay a royalty of 3% of USA fire-retardant
product gross sales utilizing the Pyrotite Technol ogy, m nimum US$100, 000 per year
from 1/1/1996 onward. The Conpany has granted to Licensor the rights to certain
technology referred to as |POSB Technol ogy. The Licensor is required to pay the
Conmpany a royalty of 3% of USA gross sales from the |POSB Technol ogy, m nimum of
US$50, 000 per year from 1/1/1996 onward.

Fi nanci ngs
The Conpany has financed its operations through borrow ngs and/or private issuance of
comon shares

Fi scal 1999: warrant exercise, 135, 200 shares, $ 20, 820
Fi scal 2000: private placenent, 2,000, 000 shares, $300, 000
conversi on of debt, 679, 518 shares, $135, 904
shares for debt, 1,551, 495 shares, $232,724
Fi scal 2001: stock option exercise, 855, 000 shares, $ 91,500
war r ant exerci se, 1, 443,417 shares, $144, 342
Fi scal 2002: stock option exercise, 600, 000 shares, $ 60,000
Fi scal 2003: shares for debt, 2,000, 000 shares, $300, 000
private placenent, 3,500, 000 shares, $350,000
Fi scal 2004 to date
private placenent, 1, 000, 000 shares, $300, 000
finders fee, 100, 000 shares, $ ni
st ock option exercise 21,500 shares, $ 2,150
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Capi tal Expenditures

1998: $ 88, 601, predonminately for capital assets in USA, railroad spur
i mprovenents financed by additions to capital |ease.

1999: $ 600, predom nately for m scellaneous shop equi pment in USA

2000:

@

262,114, predom nately for capital assets in USA, including
automati c spray guns for production line along with
addi ti onal curing oven space; financed by equity sal es and
secured | oan.

2001: $ $0, ----

2002: $ $0, ----

2003 % 20,016, purchase of capital assets
$ 73,390, technol ogy rights

4. B. BUSI NESS OVERVI EW

Conpany Overvi ew

Barrier obtained the Canadian license rights to the patented Pyrotite technology in
1986 with the goal to devel op econonmically feasible alternatives to fire treated wood
bui |l ding products. Through the |icense agreenent, Barrier had obtai ned the exclusive
right to manufacture, nmarket and sell in Canada, and a “non-exclusive” right to
mar ket and sell in the US. After an initial R& phase where an effective fire
barrier lamnate was devel oped for use with wood panel products, Barrier began an
association with the Weyerhaeuser Conpany late in 1989.

Barrier approached Wyerhaeuser, one of the |eading producers of wood products in
North America, with the Pyrotite Technol ogy and the opportunity of conbining it with
wood products for sale in North Anerica. Barrier and Weyerhaeuser did not have a
“joint venture” relationship; but, Barrier granted Weyerhaeuser an exclusive right to
sell and market Barrier's Pyrotite products devel oped and manufactured by Barrier in
Canada. Weyer haeuser devel oped the Bl azeguard® product and registered trademark in
response to this devel opnment.

The association with Weyerhaeuser resulted in the devel opnent of the first surface
applied fire treatment to pass the stringent fire testing requirenents for a
“structural” building sheathing. Wyerhaeuser, as part of this endeavor, tested over
80 other energing technologies for fire treated wood and concluded Pyrotite
technol ogy was superi or. Bl azeguard® fire rated sheathing was first introduced to
the US building products market by Weyerhaeuser in 1990. In honor of Blazeguard sO
i nnovative approach to fire treatnment, Barrier and Wyerhaeuser received the coveted
“Best of What's New' award for new technol ogy by Popul ar Science in 1991

Al t hough Weyer haeuser was purchasing all of its Pyrotite laninate from Barrier in
Canada, they separately negotiated with Pyrotite Corporation the exclusive right to
manufacture and sell in the USA and a “non-exclusive” right to market and sell
Pyrotite products in the US. As part of a cyclical restructuring in 1992
Weyer haeuser elected not to pursue Pyrotite manufacturing in the US and agreed to
rel eased and sell to Barrier all of its USA rights to the Pyrotite technol ogy and the
Bl azeguard(R) product, including the trademark registration, and test results.
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Once Barrier had secured the US rights to the Pyrotite Technol ogy from Weyer haeuser,
a renegotiation with Pyrotite Corporation was begun. This renegotiation resulted in
a new | i cense agreenent dated 4/1/1996, which gave Barrier the singular and exclusive
rights to use the patented Pyrotite technology in the US building products industry.
The way in which Barrier utilizes the technology is further delineated in the
process-oriented patents.

Barrier now manufactures BlazeguardO in a newy constructed manufacturing facility
in Watkins, Mnnesota. Current markets include: nultifam |y roof deck applications;
the thernmal barrier for structural insulated panels (SIPs); commercial roof deck
applications; fire-rated wall assenblies and, specialty markets such as electrical
panel boxes for the tel ecommunications industry.

The term “Pyrotite technology” refers to a patented process of producing fire-
resistant building nmaterials. The term “PyrotiteO” refers to the generic
“product/material” that results when all of the ingredients delineated in the patent
are m xed together. \When Pyrotite is applied to building products, such as plywood
or oriented strand board sheathing (OSB), the original sheathing is rendered
“resistant to fire”. The conposite material, the sheathing coated with Pyrotite, has
been trademar ked Bl azeguarda fire-rated sheathing.

The 1996 license obtained by Barrier gives Barrier the exclusive right to use the
patented Pyrotite technology in the US building products industry. Barrier owns the
rights to the registered Tradenmark “Bl azeguard”. The way in which Barrier utilizes
the technology is how it is delineated in the process-oriented patents. No one el se
has the right to use this technology in this, or any other nmanner

Producti on

In order to reduce costs, increase manufacturing productivity, inprove Blazeguard®
quality, and centralize the sales, marketing and office operations, Barrier has
phased out the manual production of Blazeguard® and consolidated operations in a
new y constructed 22,000 sq. ft. production facility in Watkins, M nnesota, USA. The
buil ding was designed to Barrier’'s specifications and is serviced by nearby inter-
state highways and a spur on CP Rail. The new Bl azeguard® nmanufacturing facility is
now capabl e of producing 24 mllion sq. ft. of Blazeguard® annually follow ng product
line inmproverments conpleted in the spring of 2000.

Conpetitive Advantage

As would be expected in any industry whose markets are of such inportance to human
life and safety, the research and developnent requirenents of fire retardant
materials for applications in building construction are very costly, time consum ng

and extensive. There are very few products in the devel opnent and testing stages
which are targeted at the sanme markets as Bl azeguard® Bl azeguard® has obt ai ned code
evaluation reports and product listings from BOCA, SBCCI [1CBO Underwriters

Laboratories, and Orega Point Laboratories. Blazeguard® and the Pyrotite technol ogy
are protected by patents worldwi de. To the best of Barrier’s know edge, there are no
other products currently available, at a conpetitive cost to BlazeguardO, that are
capabl e of neeting relevant building code standards in the target nmarkets mentioned.
Based on the foregoing, Barrier believes significant market opportunities continue to
exi st for Blazeguard® and for Barrier’s Pyrotite technol ogy.
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There exist three major “Mdel Building Codes” in the United States. Each of these
bui l di ng codes is adninistered by an affiliated agency whose purpose it is to provide
both interpretations of the code, and the products being used to satisfy the codes
respective requirenents. Products evaluated for suitability under the building code
are issued an “Evaluation Services Report” which specifies how the product has been
eval uated for use. These reports are significant because they are costly and tine-
consuming to obtain and are only issued to products that have passed the npst
stringent tests of use and performance. The evaluation services reports allow | ocal
building code officials and building inspectors to use evaluated products wth
confi dence.

Bl azeguard technol ogy has been evaluated and received reports by all three of the
nodel buil di ng codes:

National Building Code (NE US) - adnministered by the Building Oficials & Code
Adm ni strators, Inc. (BOCA) located in Country Club Hills, IL;

Standard Building Code (SE US) — adm nistered by the Southern Buil ding Code Congress
International (SBCCI) in Birm ngham AL;

Uni form Bui |l di ng Code (western US) — administered by the International Conference of
Building Officials (1CBO located in Whittier, California.

The building standards being referred to are the ones listed above. They are US
standards that are commonly adopted and administered at either/or State and Mini ci pal
| evel s.

Products
Pyrotite
Pyrotite is a non-toxic, non-conbustible, inorganic fire barrier material designed to
prevent ignition and inhibit the spread of flanes. The base conponent is a powder

consisting of a blended nixture of inorganic cenenticious conponents, which, when
mxed with a liquid conponent, cures to form a solid coating with excellent fire
barrier properties. Products have been researched and tested over twelve years
utilizing Pyrotite as a coating, an integral treatnent, a structural |amnate, a
foam and a cured and pulverised powder, nostly in applications to enhance the fire
retardant properties of wood construction materials.

The Pyrotite “treatnent” devel oped and currently in use by Barrier is conprised of
the patented Pyrotite formulation reinforced with chopped fiberglass strands and
applied directly to wood sheat hing. The Pyrotite fiberglass coating bonds to the
surface of plywood or Oriented Strand Board (“OSB”). The coating is chemcally inert
and does not in any way deleteriously affect the structural properties of the
under | yi ng wood. The conposite panel is, in fact, significantly stronger than the
substrate to which it has been attached.

Pyrotite’'s fire performance characteristics are created by providing both a non-
combustible “barrier” between fire and the wood substrate and by rel easing chemcally
bound water nolecules in the heat of a fire. Fire endurance properties are enhanced
by the chemically bound water nplecules |ocked in Pyrotite. These water nol ecul es
are held by a crystal structure until they are released and inmrediately transformed
into vapor by the high tenperatures in a fire. Each 4' x 8 sheet of 0.045 Pyrotite
has been evaluated to contain approximately 2 quarts of water. As this water is
released the fire is cooled tenporarily and the transm ssion of heat through the
panel is significantly decreased. Since Pyrotite is a “non-conmbustible” material,
flame will not attach to it and the “spread of flame” along the surface of the panel
is zero.
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During the next few years, Barrier intends to direct available resources to research
and devel opnent activities focused toward spray-on techni ques that can occur “on-the-

job” site rather than in a factory. In addition, Barrier intends to study “nold-
injection” processes that will result in panels conprised of pure Pyrotite 1-3” in
t hi ckness. These thick panels will then be tested in fire-resistant wall assenblies

rated for three-four hours duration.

Bl azequar d( R)

Product Description. Bl azeguarda derives its perfornance attributes directly from
the patented Pyrotite technol ogy. Pyrotite is an inorganic, cenenticious type
conmpound that acts as a non-conbustible shield between fire and wood. Additionally,
the conpound binds water in a tightly held nolecular bond, which is released only in
the heat of a fire. The water is released as a cooling vapor, absorbing and cooling
the heat of a fire. As a result, wood panel products are able to achieve a Class A
structural flane spread rating (as measured by ASTM E-84 extended to 30 m nutes), and
the burn-through resistance rating of wood panels is nearly tripled (nmeasured by ASTM
E-119).

During fire treatnent, unlike less effective pressure-inpregnated, FRT products,
Bl azeguardd experiences no loss of strength: in fact the panel is stronger after it

is treated. It is resistant to periodic wetting, so rainstorms on the job site do
not require “redrying” as it does for FRT. Bl azeguardd waste (from board trimm ngs)
is environmentally friendly and safe for landfill anywhere within the United States

Bl azeguardéa is easy to handle, install, and is resistant to damage.

Bl azeguarda is used in building applications where either a Class A flane spread, or
a “burn through” resistance rating is required by building code, or where building
owners desire an added sense of protection fromfire. |Insurance rates may be reduced
if the fire safety of a building is enhanced by materials |ike Bl azeguarda.

It’s made by coating 4'x8 , 4°'x9 or 4'x10° plywood or OSB panels with a It’s nmade by
coating 4'x8 , 4'x9° or 4'x10" plywod or OSB panels with a thin (0.060 - 0.080")
ceramic lamnate. OSB in sizes up to 8 X 24° can also be treated coated. Two-sided
coating is avail able.

Locked into the ceramic crystals that make up the laninate of a 4’'x8 sheet of the
coating are no less than two quarts of water. At elevated tenperatures, the | ani nate
begins to release water. As the tenperature rises to 600°F, all the water is
rel eased. As the water is released, the fire is cooled significantly slowing its
spread.

Applications. The admini stering agencies of the three nodel building codes listed
above rely on certified independent testing agencies to provide unbiased testing and
reporting for products being eval uated. | ndependent testing |aboratories such as
Underwriters Laboratories (UL) and Orega Point Laboratories provide the testing and
test data required by the evaluation services organizations to conduct their
anal ysi s.

Bl azeguard has been tested in a variety of situations including fire resistance,
flame spread, toxicity, corrosiveness, strength and other criteria deened inportant
either for building code conpliance or for marketing reasons. VWhen an independent
| aboratory conducts these tests, and the material passes the relevant test standard,
the product nmay be “certified” as having net the test standard and then “listed” in
the i ndependent | aboratories catal ogues as having net the standard.
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Typically, the nodel building code evaluation services agencies require testing and
continuous certification by the independent |aboratory to ensure that plant
procedures are being followed that insure conpliance to the test standards of

rel evance. Bl azeguard technol ogy and products have been tested by a variety of
certified testing laboratories including Underwriters Laboratories and Orega Point
Laboratori es. Ongoing “listing services” are currently provided to Barrier by both

UL and Orega Poi nt.

Bl azeguard® fire rated sheathing is a structural wood panel that has received
certification and independent |aboratory listings as a fire resistive material as
well as, a structural Class A flame spread panel. Fire resistive ratings refer to
the ability of a material (assenbly of materials) to inhibit the pass through of heat
or fire. Fl ame spread rating, in contrast, is the ability of a material to inhibit
the spread of fire along its surface. Since Blazeguard® is rated as both, it has
mar ket opportunities in a variety of applications where fire performance is
i mportant.

Fire-rated materials are used in building applications if they are required by code,
or, if the property owner desires the added security fire resistive materials can
provi de. This added sense of security is enhanced by the possibility of reduced
i nsurance premunms often available for fire resistive construction.

While there are a nyriad of possible applications for the Pyrotite technol ogy and
Bl azeguard®, five nmin areas have been targeted for marketing and sales in the short
term (Schedule A). These markets, which all have fire rated requirenents in the
nodel buil di ng code, are:

Mul ti-Fam |y Residential Roof Decks

Structural, Insulated Foam Core Panels

Fire Resistive, Structural Wall Assenblies

Conmmer ci al Roof Decks

Speci alty Applications

AR

AFM Corporation is a conpany that manufactures and sells building products and a

proprietary system of building technology (R-Controla). AFM  Cor poration
manuf actures building panels by |amnating expended polystyrene (EPS) foam between
two layers of OSB sheat hing. The resulting panels are called structural insulated
panels (SIP s). These panels are |inked together in a process proprietary to AFM

O her manufacturers of SIP panels incorporate sinmilar technology under a variety of
brand names with separate trademarks.

US nodel -building codes require SIP panels to have a “fire” (thermal) barrier to
protect the structural integrity of the panel during a fire. The Pyrotite technol ogy

provides this thermal barrier requirenent. In order to differentiate the AFM panel
from other Blazeguardd products in the marketplace, and other SIP s panels, AFM has
elected to utilize their own trademark: FireFinisha. FireFinish and Blazeguard are

ot herwi se and essentially the sane.

Barrier’s relationship with AFM is defined by a supply agreenent that provides
ongoi ng details of product specifications, terns of sale, shipping details, as well
as provisions for the protection of proprietary technology for both AFM and Barri er.
AFM has al so provided short-termlow interest loans to help Barrier fund the direct
applied and automated inprovenment capital projects. These | oans were guaranteed by
future product sales and equi pnment purchased during the capital inmprovement projects.

15



Milti-family Residential Roof Decks. Fire retardant treated ("FRT") wood has been a
significant conponent of building construction in the United States for the past
decade. FRT plywod was pernmitted to nmeet fire safety requirenents for roof
sheathing in many areas of the American M dwest, Northeast, and Southeast, to satisfy
fire protection requirenments for nultifamly residential dwellings such as apartnents
and town hones as well as institutional and commercial buildings. It was al so used
to obtain favorable insurance rates for certain other structures.

4 X 4 Sections with Blazeguard ceramic coating
4" 5 B Blazeguard panals
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FRT plywood is plywod that is inpregnated with fire retardant chenmicals so that it
meets strict standards regarding flame spread and progressive conbustion. Vari ous
treatment conpanies carry out the fire retardant treating of plywod by pressure
i mpregnating the plywod after it is manufactured.

Structural, Insulated Foam Core Panels. Rigid foam core panels (also known as
“structural, insulated foam core panels”, or SIPs) provide the basis for a relatively
new form of building construction in the United States. This building construction
is done without the use of the nobre conmon 2'x4' stud wall construction. Sl Ps are
formed by lami nating 4”-6" of expanded pol ystyrene (foanm) between two sheets of 7/16”

OSB. Panels may be any size from 4 x8 to 8 x24 in dinension. The structural
strength of SIPs is provided in the skin, or “envelope” of the building. It is in
the interconnection of these panels, through splines and/or camlocks, that the
strength of the building is actually enhanced over “stud wall” construction.

Advantages of stress skin panel building construction include: inproved sheer
strength; greater insulation properties (less energy required to heat and cool); |ess
time to construct “in-the-field” (npbst of the building construction is conpleted
within a factory); and, a closer match to designed building specifications (enhanced
ability to precision build within a factory versus in the field). Al'l  of these

factors have served to enable SIP engineered buildings to obtain a greater and
greater market share of single famly and commercial building construction in the
United States.
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Bl azeguar d® provides an easily shipped, I|ightweight, inpact resistant, paintable,
interior wall surface to be used as the interior thermal wall in SIP production.
Bl azeguard® in this application, replaces the use of gypsum wall board as the
interior surface of the wall serving as the thermal barrier that is required.
Pyrotite, effectively is the layer that replaces the sheet rock. The 7/16" OSB
remai ns unaffected as the structural menbrane of the wall. Pyrotite, itself, is nore
expensive that gypsum wall board, but when on site |abor, shipping, and repair costs
are taken into consideration, Blazeguard® is a very econonmic and effective
alternative.

Uni form surface characteristics of the Pyrotite in addition to the ability to produce
“jumbo” panels (up to 8 x 24'), are very inportant to the stress-skin panel

i ndustry. Since Pyrotite will provide the interior surface of the walls of the
buil ding, having a uniform and attractive surface is considered a necessity for
effective marketing in this industry. Barrier’s sem -automated, direct applied
manufacturing |line has been engineered to accommbdate junbo panels as well as to

provide for a very acceptable interior wall surface.

Bl azeguar d® (trademarked FirefinishO by AFM has been utilized in a variety of SIP
applications in both conmercial and |ight commercial buildings since the execution of
the AFM supply agreenent in 1996. These projects have denobnstrated Bl azeguard' s
versatility and value to this industry.

Fire Resistive, Structural WAll Assenblies. Fire resistance is the ability of a
material or an “assenbly” of naterials to prevent or retard the passage or heat or
flame. A fire resistance rating is the tinme, in mnutes or hours, that a material or
an assenbly will prevent flame or high tenperature (an increase of 325°F) from
passi ng through. Standard fire tests exist which rate either heat transfer through
an individual panel or the longevity of a conplete wall constructed and placed “under
| oad”. These fire tests are anpbng the npst stringent with respect to getting
building nmaterials accepted for particular uses. Once conpleted, however, they
provide a very powerful tool for marketing and sales.

Fire resistant wall assenblies are required by code where the containnent of fire is
desired either between dwellings or “use” wunits wthin a building or between
structures. Exanpl es of where rated fire separation walls are required include: the
party wall between units in nmultifam |y residential construction; between a garage
and living space in all residential buildings; walls in public buildings such as
hospitals, day-care centers, and retirenent honmes; and, the exterior walls of
bui | di ngs of defined hazardous “use groups”; or, the exterior walls of buildings
within five feet of a property line.

The fire resistance rating of many fire-rated wall assenblies in the United States is
provi ded through the use of gypsum wall board (sheet rock). Sheet rock is a readily
avai |l abl e commodity panel product that is relatively inexpensive ($9-%$12 per sheet).
As an alternative to Blazeguard® 1/2" sheet rock has very simlar “burn through”
ratings at l|ess than one half the nmmterial cost per sheet. Gypsum wal | board,
however, is difficult to handle in sone applications and danmages easily in use.
Labor cost savings are provided when Blazeguard® is used in sonme applications which
have been shown to offset some of the additional materials cost in conparison to
sheet rock. Generally if both sheetrock and plywood have been designed into a wall
Bl azeguar d® has been found to be a | ower cost alternative (labor included).
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Gypsum wal | board has poor inpact resistance and has very |ow structural strength.
Gypsum wal | board, therefore, is only used in structural, |oad-bearing walls, or in
walls that require inmpact resistance, if it is used in conbination with structural
sheathing or in conmbination with bracing techniques such as “sway” or corner bracing.
FRT is not utilized in fire resistive assenblies because its resistance to “burn
through” is actually no better, and sometinmes |ess, than untreated plywood.

For this reason, FRT cannot conpete with Blazeguard® as an alternate structural
conmponent in these fire-rated wall assenbles. Blazeguard® is attractive to builders
because it provides structural strength, inpact resistance and fire resistance all in
a “one-step” application process. Additionally, Blazeguard® withstands the dynam cs
of the jobsite environment (rain, heat, and handling) better than either sheetrock or
FRT.

Conmercial Roof Decks. Most of the materials utilized to build the roof decks in
comercial buildings are required to be “non-conbustible”. There are, however,
certain criteria regarding building height, nunber of stories, square footage, and
bui | di ng use/ occupancy that if net, allow the use of alternative products such as FRT
as: “...an acceptable mterial”. In addition to neeting these very specific
criteria, which are interpreted differently within each code jurisdiction, these
alternative products require the approval of the nost |ocal building code official
when the building plans are subm tted.

) phywood sheathing with
built-up roof Blazeguard ceramic coating
with gravel ballast ,

rigid insulation

seff-tapping scraws l i

at 6" an center

built-up roof with gravel ballast  sai tanning scraws at 6" on center

rigid insulation

phywaond sheathing
with Blazeguard

ceramic coating

nan-combustible joints

Bl azeguar d® has been used as an alternative to FRT plywood in commercial roof deck
applications where FRT had been accepted as an alternative to a non-conbustible
requi renment. Specific projects include a variety of school buildings as well as the
roof deck in the Henry Ford Retirenent Conplex in Dearborn, M chigan, and the Merck
Day- Care Center in Maryl and.
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Specialty Applications. In addition to such specialty, value added opportunities
such as nezzanine floors, and interior liner panels for renote equi pment shelters,
Bl azeguard® al so has continuing opportunity in the area of interior wall surfaces
(school corridor walls, prisons, hospitals, etc.) and fire rated packagi ng. Surface
characteristics are inportant to interior finish walls, as well as shelving and
packagi ng applications. Tens of mllions of square feet of fire resistant and inpact
resistant building nmaterials are required for this industry annually. Bl azeguar d®
provides an attractive and econonmical alternative to fire rated plastics (Class A
FRP); fire rated particleboard, and intunescent paints in these markets.

United States vs. Foreign Sal es/Assets
During Fiscal 2003/2002, all sales were in the United States. During Fiscal 2001,
$180, 000 of sales revenue was generated in Japan with the rest in the United States.

At 6/30/2003. 6/30/2002 and 6/30/2001, $1, 142,503, $1,208,895 and $1,397,536 of the
assets were located in the United States and $163,291, $1,096 and $112,520 were
| ocated in Canada, respectively.

Seasonal ity

The building products industry in the United States does experience seasonality with
housi ng starts generally depressed in winter nonths. Barrier’s Blazeguarda product,
however, is sold in housing markets that have excellent w nter business, including
the state of Florida. Also, much of the nodular housing, including the foam core
panel market, perfornms a considerable amount of their required construction inside
factories. Since the work is done within protected environments they tend to be |ess
i npacted by the wi nter season than typical building projects. Seasonality, therefore,
is not considered to be a mmjor inpedinent to Barrier’'s success in the US market
pl ace.

Dependency upon Patents/Licenses/ Contracts/Processes
Al of the patents that deal the Pyrotite technol ogy, whether those patents deal wth
“surface applied” or integral technology have been assigned to the Pyrotite

Cor por at i on. Neither Barrier, nor its subsidiaries, holds patents. Pat ent and
technology rights are provided via the 1996 License Agreenent wth Pyrotite
Technol ogy Cor porati on. Barrier utilizes patented manufacturing technology that is

licensed to them by Pyrotite Corporation, as well as manufacturing know how and trade
secrets that have been devel oped and are closely protected by Barrier.

The manufacturing process for the BlazeguardO product is totally protected by
patents, licenses, contracts for sale and trade secrets in the production process.
International Barrier Technology, Inc. and Barrier Technology Corporation are, in
that regard, totally dependent upon these things for success in the business.

Al'l enployees are required to sign a Confidentiality Agreenent that incorporates a
“do not conpete clause”. As these clauses pertain to Barrier’s enployees at the US
operations, they have been drafted to conform to the strictest interpretation under
M nnesota | aw.

Through the 1996 License Agreenent, Barrier holds the exclusive rights to utilize
Pyrotite manufacturing technology in the USA. Barrier also holds the exclusive right
to market and sell Pyrotite products in the USA. For that right, the license
agreenent stipulates that Barrier will pay a 5% royalty to Pyrotite Corporation
quarterly, with a mninmum annual royalty of US$100, 000.
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The |icense agreenent segregates the Pyrotite technology into two categories: surface
applied and integral. Surface applied technology refers to a process where Pyrotite
materials are applied to the surface of another building nmaterial. I nt egral
technology refers to a manufacturing process where the Pyrotite materials are
incorporated uniformy inside the building material as it is being manufactured.
Pyrotite Corporation elected to reserve the rights to the “integral” technol ogy. For
that right, and for as long as they choose to exercise that right, Pyrotite
Cor poration reduces the royalty paid by Barrier from5%to 3% and the m ni nrum annual
royalty from US$100, 000 to US$50,000. Additionally, Pyrotite Corporation has agreed
to pay Barrier a royalty of 3% of sales on any integrally treated product sold or
manufactured in the US. License fees revenue is recognized when the |icensor records
the sal e of products.

Both conpanies have the “right” to sublicense their “respective” rights to the
Pyrotite technol ogy, with approval fromthe other party. 1In other words, Barrier has
the right to sublicense the rights to the “surface applied” products in the USA and
Pyrotite has the right to sublicense “integral rights” as long as the other party
provided witten perm ssion. Subl i cense agreenments have specified royalty fees
associated with them The fee is 40% of any downpaynment and an additional 3% of
gross sales due to the “other party”.

Bot h compani es have the “right” to sublicense the Pyrotite technol ogy, with approva
fromthe other party. Sublicense fees carry a 40% royalty payment due to the “other”

party.

Pyrotite Corporation is required to keep all patents in “good standing” and to
protect the patents/technology if it is found that infringenents nmight have occurred.
The license agreenent term |lasts until 1/1/2015. After that date, Barrier receives

the irrevocable right to utilize the technol ogy royalty free.

Rights to expand the territory defined in the 1996 License were provided in a letter

dated 6/1/1999. Ef fectively, Barrier was granted the rights to market and sell
Pyrotite based products in Japan on a “temporary” basis with a “first right of
refusal” on the long term rights should another party becone interested. AFM

Cor poration was defined as Barrier’s agent in Japan because of their relationship and
exi sting manufacturing presence their.

The territory expansion agreenment represented a good faith trial to see if the
Pyrotite products mght have a significant opportunity in Japan. While there seened
to be initial interest, sales to Japan have fallen dramatically since January 2001.
As a result, the Japanese market is not considered of material interest at this tinme.

Barrier is precluded from engaging in conpetitive business (fire-rated building
products that contain a chemical constituency simlar to the Pyrotite formul ation)
for the life of the License Agreenent and for three years subsequent to the
termnation of the License Agreenent. Pyrotite has cause for termination if Barrier
does not pay its required royalty, discontinues the manufacturing of the products, or
decl ares bankruptcy.

Sources/Availability of Raw Materials

Material Effects of Government Regul ations

All of the raw materials utilized in the manufacturing process are w dely avail able
and governnent regulations concerning these materials or their availability, do not
have a material affect on our business.
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4.C. Organi zation Structure

I ncorporation and Name Changes

The Conpany was incorporated in British Colunbia under the British Colunmbia Conpany
Act on 7/10/86 under the name “Barrier Technology Inc.”; the name was changed to
International Barrier Technology Inc. on 3/11/1996.

Subsi di ari es:
The Conpany has two whol | y- owned subsi diari es:
a) Pyrotite Coatings of Canada Inc.
i ncorporated in British Colunbia on 7/10/1986
b) Barrier Technol ogy Corporation
i ncorporated in M nnesota, USA on 5/8/1996

4.D. Property, Plant and Equi prnent

The Conpany’s executive offices are located in rented prem ses of approximtely 800
sq. ft. at 750 West Pender Street, #604, Vancouver, British Colunbia Canada V6C
2T7. The Conpany began occupying these facilities in August 1992.

The Conpany’s operating and manufacturing facilities are located in |eased preni ses
at 510 Fourth Street N., Watkins, Mnnesota. Barrier engaged in a 20-year “capita
| ease” beginning 6/1/1995. The | ease allows Barrier to purchase the facility for a
small “transfer fee” once the 20-year lease is up and the industrial devel opnent
bonds the City of Watkins issued to fund the project are paid in full

The production plant itself is 22,000 sg.ft. with an anple covered |oadi ng dock and
an active railroad siding. Attached to the production plant is an office building
cont ai ni ng approximtely 2,500 sq.ft. of office space and lunch/locker roonms for the
hourly enpl oyees. These prem ses provide adequate space for the near future.

The manufacturing process includes a batch mxing station, an automated spray
apparatus, and a set of infra-red curing ovens. The product being treated is carried
automatically through the system on conveying chains and rollers. The line has been

designed to run at a maxinmum of ten lineal feet per mnute. The line has been
designed to run materials through at a net width of eight feet. At full speed, the
line has the capacity to produce approximately 10 mllion sq. ft. per shift. On
three full shifts, operating at 100 percent efficiency, the existing production |ine
could produce nearly 30 nillion square feet per year

Currently, the production line is running between 65% and 70% efficient (6.5 — 7.0
feet per minute). The slower |line speed allows for better quality control and stil

more than adequately allows Barrier to produce the required ampunt of product that
has been sold to date. Barrier is confident that as market demand increases there

will be sufficient idle capacity to accommodate it in the near term Addi ti onal
lines will be added as the narket demands additional capacity. The existing building
has the space for one additional 1ine. O her capacity wll be added in other
facilities as needed. It is presuned that these new facilities will be strategically

| ocat ed near captive nmarkets.

The production process for the Pyrotite technology contains no hazardous or
controll ed substances that raise environnental concerns. The majority of materials
used in the production of Pyrotite are naturally occurring and are therefore
landfill able |ocally. Handling instructions for Barrier’s finished product are no
nmore stringent than those required for handling other wood based buil di ng products.
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| TEM 5.  OPERATI NG AND FI NANCI AL_REVI EW AND PROSPECTS

The following discussion for the fiscal years ended 6/30/2003, 6/30/2002 and
6/ 30/ 2001 should be read in conjunction with the consolidated financial statenents of
t he Conpany and the notes thereto.

Fi scal 2003 Ended 6/30/2003
International Barrier Technology Inc. (the Conpany) manufactures and sells fire-rated
building materials primarily in the U S A

Sales reported for Fiscal 2003 were $2,254,562, a 21.2% increase over the previous
year and record high sales of Barrier’'s fire resistant Blazeguard panels. Gross
profit was up slightly to $487,570. The gross margin of 21.6% conpared to 23.6% in
Fi scal 2002. Barrier realized a net inconme of $46,775 conpared to a ($317,041) net
loss in the prior year. Cash flow from operations was $43,657 for the fiscal year,
up slightly fromlast year

Sales as neasured by surface footage of product shipped increased to 2.11 mllion
square feet from1.77 mllion square feet, an increase of 19.1% A substantial sales
volume increase of 77% was experienced in Florida, where two nanufacturers

representatives are helping to sell Blazeguard to townhonme builders. Vol une
i ncreased 21% t hrough Lowe’s Conpanies, Inc. Contractor Yards. Lowe’ s continues to
sell Blazeguard exclusively as its selected fire-rated sheathing product. The only

declining market area was New Jersey, where Manufacturers Reserve Supply (MRS) sells
Bl azeguard to the roof repair market (replacing failed fire retardant treated pl ywood
from ot her vendors) but has not focused on the new construction narket.

Cost of goods sold increased to $1, 766,992 from $1, 421,028 (up 24.3% . This increase
resulted predonminantly from increased sales volune, but also from higher materia

costs as the building products industry experienced historically high prices for wood
sheat hing (0SB and pl ywood) beginning in the spring of 2003. Prices have remined at
high levels through the remainder of the year. Direct |abor costs, per unit of
mat eri al produced, have remained relatively constant throughout the year

Operating expenses including license fees/revenues and R&D decreased to $65, 131 from
$114, 467 the previous year. These costs include the annual mininum royalty net
expense of $75,540 (US$50,000) discussed in Note 14. Research and devel opnent
expenses of $25,850 were predom nantly for fire tests and naterial sanples in support
of new product/ market devel opment, in particular for roof deck assenblies for nobile
of fi ces/ nodul ar bui |l di ngs. During the year, Barrier received a royalty paynment of
$36, 259 (US $24,000) for its share of a potential |icense agreenent negotiated by its
Li censor (Pyrotite Corporation) for the |POSB technology. Pyrotite Corporation
continues to seek other applications and opportunities for the | POSB technol ogy.
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General and admi nistrative expenses increased to $518,971 from $477,264 |ast year, a
decrease to 23.0% as a percentage of sales conpared to 25.7% in the prior year.
Consulting fees, legal fees, and investor relations expenses increased to $70, 375
from $5,320 |ast vyear. This change is due to Barrier’s increasing effort to
conmuni cate to shareholders and the public the Conpany’'s business devel opnent
initiatives and market opportunities for its products. Wages and nmanagenent fees were
relatively unchanged at $181, 037.

O her expenses include non-cash itenms such as foreign exchange gain (loss),
anortization, and stock based conpensation. Barrier realized a foreign exchange gain
of $153,202 as the stronger Canadian dollar effectively reduced the value of US$-
denominated liabilities when translated into Canadi an dollars for reporting purposes.
Barrier negotiated a forgiveness of debt with AFM Corporation on funds provided in
1995 and 1996. These funds were used to nodify the Conpany’s production line to
accomodat e “junbo” (8 x 24') panels and autonmate the production process.

Operating and net incone. Barrier achieved a notable reduction of its operating |oss
to $96,532 in Fiscal 2003 conpared to an operating |loss of $152,592 the prior year
For the first time in Barrier’'s corporate history the conpany reported an annual net
profit. Net income of $46,775 conpares to a |loss of $317,041 in Fiscal 2002

New product and market devel opnent initiatives continue to provide opportunities for
sal es expansion and growt h. Significant progress was nmade in the effort to devel op
fire rated roof assenblies for comercial nodul ar buildings such as job-site trailers
and semi - permanent buil di ngs for school and hospital sites. Barrier, and its partner
in this devel opment endeavor (one of the largest US distributors of building products
to the nmodul ar industry), successfully passed stringent fire and wind |load tests at
Underwriters Laboratories, Inc. (UL). UL will certify and list in their directory
both “A” and “C’ roof deck assenblies utilizing Barrier’s Blazeguard product as a key
conmponent. Sales are expected to conmence in late 2003 with significant sales vol une
expected in 2004. As a part of this process, Barrier has conpleted production line
i nprovenents that increase production capacity for this market application by nore
t han 30%

Barrier has inproved the ability to finish interior wall panels by painting them on
the existing production |ine. While two-part epoxy paints are utilized to create a
finish that is conpetitive to plastic overlaid panels (FRP), other paint systens are
being utilized to create a variety of finishes that in tine will create opportunities

to sell into residential markets as well as conmmercial and institutional buildings.
Tnemec Company, a respected producer of paint systens for commercial applications in
the United States, has been instrunental in helping Barrier develop different

finishing/painting technologies required to provide panels nmeeting a variety of
needs.

Roof decking for nulti-famly residential buildings is Barrier’s |argest and nost
stabl e existing market application, and represents the majority of sales. Barrier’s
Fl ori da whol esale distributor is currently purchasing product at a rate higher than
ever and Florida has becone the nost inportant US state market for Bl azeguard. Sales
into Florida increased by 394,100 square feet or 77% after growing 11% the previous
year. Managenent expects sales in 2004 to continue growing as nore buil ders nake
Bl azeguard their preferred fire-rated sheat hing.
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Lowe’s Contractor Yards continues to inventory Blazeguard at nore of their |ocations.
Lowe’s Conpanies, Inc. will not allow chenmically treated fire rated sheathing to be
sold at any of their [|ocations. This provides a conpelling reason for |ocal yard
managers to market and sell Blazeguard to their many buil der custoners across the US
In Fiscal 2003, sales to Lowe’s were up 93,740 sq.ft. (21% after growing nearly
200, 000 square feet in 2002. Despite the high prices of substrate panels used in
Bl azeguard and distributors’ current tendency to hold less inventory (out of fear
that prices could potentially fall quickly), sales continue to grow at a significant
rate. Lowe’s has been instrunmental in building Barrier’'s sales in Maryland, Virginia,
and North Carolina.

Barrier anticipates that it can also extend its business fromLowe’s Contractor Yards
into Lowe’s Hone |nprovenent Warehouses. Lowe’s has a total of 875 stores in 45
states (www. | owes.com. Most Lowe’s Home |Inprovenent Warehouses have conmerci al
sales departnents that cater to the builder comunity. These commercial sales
departments contact Barrier on a regular basis seeking information and price quotes
on Bl azeguard. Sonme of these inquiries are translating into orders and Barrier is
convinced this business is poised to grow in the comng year. As interest builds in
the Lowe’s Hone |nprovenent Warehouses network, it is possible that Lowe’s will elect
to inventory Blazeguard at central intra-conpany distribution centers. These
centralized distribution centers serve to mnimze transportation and handling costs
to the Home | nprovenment Warehouses, meking the product nmore econom c and conpetitive.

Sales to Manufacturers Reserve Supply, Barrier’s wholesale |lunber distributor in New
Jersey and eastern Pennsylvania, declined 42.7% to 373,700 sq. ft. They have
remai ned focused on “roof replacenent” projects resulting fromthe premature failure
of fire retardant treated plywood (FRT) rather than pursuing val uable opportunities
in new construction. Many of the remaining FRT replacenent projects have been
conpleted and the State of New Jersey has terminated its program of funding FRT
repl acenent projects with public nmoney. Barrier continues to support MRS but is
focusing on growth markets such as Florida, Ceorgia, Virginia, and Texas, where the
majority of multi-famly housing starts are occurring.

Mat erial transactions. On 3/5/2003, Barrier announced a letter of intent to purchase
the worldwi de technology rights (including all relevant patents) to the Pyrotite
technol ogy, which represents the foundation of Barrier’s business, from Pyrotite
Corporation, Inc. Barrier agreed to pay US$1, 000,000 for these rights and nade a non-
refundabl e paynment of US$50,000 (see Note 6). Negotiations extended beyond the
originally intended Septenmber 30th closing date. Final negotiations are in progress.
Managenment is focused on successfully concluding this transaction. G ven the
expected successful conclusion to this transaction, Barrier intends to raise
sufficient capital to conplete the transaction within a period defined in the
pur chase agreenent.
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MD&A - - Fiscal 2002 Ended June 30, 2002

Sal es reported for year ended 6/30/2002 were $1, 860,167 representing a 24.4% i ncrease
over the previous year. Goss profit on sales was stable at $439,139 with a gross
margi n of 23.6% conpared to a gross margin of 29.4% for last fiscal year. Barri er
reported a ($317,041) net loss for Fiscal 2002 conpared to a net loss of ($453,979)
in the previous year. Cash flows from operating activities were $42,739 for Fisca
2002, an increase of $294,832 over the prior year

Sal es as neasured by surface footage of product shipped decreased to 1.77 mllion
square feet from 2.15 mllion square feet, a decrease of 17.7% The reason vol une
decreased while dollar sales increased is due to a changing nmix of product, noving
towards higher margin sal es. A significant anmpunt of discount-priced product was

shi pped during Fiscal 2001, destined for Japanese markets; sales to Japanese markets
dropped from 710,840 square feet in Fiscal 2001 to 69,850 square feet this year; a
reduction in sales of 90.2% Sales volunme in the United States actually increased
this year by 18.4%to 1,703,000 square feet from 1,438,520 square feet.

Cost of goods sold increased to $1,421,028 from $1, 055,351 (34.6%. Barrier now
purchases all of the wood sheathing used in the production of Blazeguard, except for
that destined for Japan. The cost of sheathing, therefore, in this year was based on
purchases of 1.7 million square feet versus 1.4 nmillion square feet |ast year

Operating expenses in the current year declined to $112,704 from $162,525 in the
previ ous year. Operating costs include $36,082 in research and devel opnent and
$78,385 in license fees for the US rights to the Pyrotite technology. License fees
are 3% of gross sales with a $50,000 US m ni num

General and administrative expenses decreased to $467,751 from $561, 594 |ast year.
Barrier did not incur any investor relations costs this year conpared to $28, 890 | ast

year. Forei gn exchange decreased $61,074 as conpared to the previous year. There
was an increase in accounting and audit fees of $12,404 as Barrier continues to use
an outside accounting firm for bookkeeping for the US operation. Travel and

pronotion fees declined as less travel in support of the business occurred. Filing
fees increased this year as a result of acquiring approval to list the Conpany’s
shares for trading on the NASD El ectronic OTC Bull eti n Board.

There were no changes to the Conpany’s board of directors during the year. Related

party charges for wages, nmnagenent fees and interest on |loans increased to $198, 605
for the current year conpared to $192,743 in the prior year
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MD&A - - Fiscal 2001 Ended June 30th

Revenue reported for the fiscal year was $1,495,608. Wile sales revenue fell 12.6%
conpared to last year, sales as neasured by volune shipped were up about 3.9% to a
total of 2,150,000 sq.ft.

However, sales for the three-nonth-period ended 3/31/2001 declined $100,464 to a
quarterly total of $362,952. Sales for the three-nonth-period ended 6/30/2001
declined $116,543 to a quarterly total of $243,517. These sal es revenue reduction
was due to a decline in Blazeguard® sal es volune shipped for the last half of the
fiscal year. In the first half of the fiscal year, Barrier shipped a volunme of
1,3120,00 sqg.ft. with nearly 475,000 sq.ft. being shipped to Japan. In the second
half of the fiscal year a total of 832,200 sq.ft. was shipped with |ess than 100, 000
sq.ft. being shipped to Japan. The two main reasons for the decline in sales fromthe
first half conmpare to the second half were the harsh w nter weather conditions
experienced in the Northeastern US and the declining econony in Japan and the USA.

Target Markets Appr oxi mat e FY2001 Percentage of Sal es
Multi-fam |y residential roof decks 70%
Structural Insulative Panels 25%
Fire resistive wall assenblies 2%
Commer ci al roof decks 2%
Specialty Applications 1%

Gross profit margin (gross profit divided by sales revenue) slipped to 29.4% for
Fiscal 2001 conpared to 29.6% positively reflecting the inprovements to the
manuf acturing facility and the changi ng product m x and negatively reflecting slowed
shi pments and introductory pricing to help AFM |l aunch the SIP building technology to
somre of the largest hone builders in Japan. Resear ch/ Devel opnent expenses were
stable at $84,493 vs. $84,779. Royalty fees fell to $75,895 versus $76, 365,
reflecting the 15% reduction in fire retardant treatnment costs (TSO). Barrier does
not pay royalty on the cost of the plywood or oriented strand board sheathing that is
used as the substrate panel for Blazeguard. VWhile sonme of Barrier’s custoners
purchase their own substrate, sonme custoners prefer that Barrier provide this
service. While the “pass through” cost of the substrate is reflected in the sales
portion of the financial statement, the costs are not included in the fornula (3% of
TSO sal es) used to deternmine royalty owed in that period.

The Conpany reported a consolidated net |oss of ($428,872) or ($0.04) per share for
Fi scal 2001 conpared to a |l oss of ($290,638) or ($0.04) per share for |ast year.
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Liquidity and Capital Resources

During Fiscal 2001, the Conpany raised $144,342 from the exercise of 1,443.317 stock
options and raised $91,500 fromthe exercise of 855,000 share purchase warrants.

During Fiscal 2002, the Conpany raised $60,000 from the exercise of 600,000 stock
options.

During Fiscal 2003, the Conpany raised $350,000 froma private placenent of 3,500,000
comon shares, a 100,000 conmon share finder's fee was paid. Also, 2,000,000 commn
shares were issued to settle $300,000 in debt with officers and Directors.

During Fiscal 2004, the Conpany has raised $300,000 from a private placenent of
1, 000, 000 common shares; a 100,000 conmon share finder’'s fee was paid. Al so, the
Conpany has raised $2,150 fromthe exercise of 21,500 stock options.

Fi scal 2003 Ended 6/30/2003

The Conpany had a working capital deficiency of ($245,303) as at 6/30/2003. Cash
Provi ded by Fiscal 2003 Operating Activities totaled $43,657, including the $46, 775
Net | ncone. Significant adjustnents included: $88,405 gain on forgiveness of debt
and $98,300 from anortization and ($13,013) in net changes in non-cash working
capital itens. Cash Used in Fiscal 2003 Investing Activities was $93,406 for
purchase of capital assets and technology rights. Cash provided from Fiscal 2003
Fi nancing Activities was $148, 701, including: (%$4,798) decrease in unearned inconeg;
($17,272) decrease in long-term debts; ($181,770) decrease in capital |ease
obl i gations; $320,000 fromequity financings described above; and $32,541 increase in

bank i ndebtedness. Managenent believes that it will be necessary to raise additiona
working capital to provide for all planned requirenents and anticipates that such
funds will be provided through private sales of euity and loans from insiders,

al t hough all current negotiations are prelimnary.

Fi scal 2002 Ended 6/30/2002

The Conpany had a working capital deficiency of ($703,915) as at 6/30/2002. Cash
Provided by Fiscal 2002 Operating Activities totaled $42,739, including the
($317,041) Net Loss. Significant adjustnents included: $175,725 in anortization of
capital assets and $184,055 in net changes in non-cash working capital itens. Cash
Used in Fiscal 2002 Investing Activities was nil. Cash Used in Fiscal 2002 Fi nancing
Activities was ($42,739), including: $60,000 raised from the exercise of 600,000
directors’ stock options; ($57,781) decrease in bank indebtedness; ($26,452 decrease
in capital |ease obligations; ($14,704) decrease in long-term debts; and (%$3,802) in

unear ned incone. Managenent believes that it will be necessary to raise additional
working capital to provide for all planned requirenents and anticipates that such
funds will be provided through private sales of equity and loans from insiders,

al though all current negotiations are prelininary.
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Research and Devel opnent, Patents, and Licenses, Etc.

During 2003/ 2002/ 2001/ 2000/ 1999/ 1998, the Conpany expended $25, 850, $36, 082, $84, 493,
$84, 779, $68,700 and $46,369 on research and devel opnent, respectively. These
expenditures were primarily for the manufacturing process conversions required to
switch first fromlamnate to “direct applied” technology and then to the automated
process. Barrier continues to expend resources on R& in an ongoing effort to
i mprove production efficiencies and quality. In addition, Barrier is often faced
with questions regarding the applicability of the BlazeguardO technology for
ancillary nmarkets (nezzanine floors, electrical equipnent panels, nodular housing,
etc.). The requests to consider different market applications typically cone from
exi sting or potential custoners and are taken very seriously. To the extent that the
inquiry requires expenditure of resources, these expenditures are charged to R&D.

Pat ent s:

The Pyrotite Technology |licensed by the Conmpany is protected by US Patents:
#4,661, 398; #4,562,862; #4,818,595; and #5,434,200. The patents are held by Pyrotite
Corporation, Seattle, Washington and licensed to International Barrier Technol ogy,
I nc.

Tradennar ks:

International Barrier Technology owns the registered trademark Blazeguarda: US
Trademark Registration No. 1,693,014. Pyrotite Corporation owns the unregistered

rights to the trademark name PyrotiteO.

For information regarding the Conpany’'s licenses refer to ITEM 4.1, Information on
t he Conpany, History and Devel opment of the Conpany, History and Devel opnment”.
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| TEM 6. DI RECTORS, SENI OR MANAGEMENT, AND EMPLOYEES

6. A Directors and Seni or Managenent

Tabl e No. 3
Directors and Seni or Managenent
Decenber 13, 2003

Dat e of

First

El ection or

Name Position Age Appoi nt ment
David J. Corcoran (1)(2) Adnmi ni strator/Director 55 July 1986
M chael D. Huddy (1) (3) President/Director 51 February 1993
Li ndsey Nauen Corporate Secretary 52 Decenber 2003
Victor A Yates (1)(4) Di rector 57 Novenber 1987

(1) Menber of Audit Conmittee.
(2) He spends less tan 25% of his time on the affairs of the Conpany.
Busi ness Address: c/o International Barrier Technology Inc..
750 West Pender Street, #604
Vancouver, British Colunbia V6C 2T7
(3) He spends full time on the affairs of the Conpany.
Busi ness Address: c/o Barrier Technol ogy Corp.
510 4th Street North, Watkins, M nnesota, USA 55389
(4) Business Address: c/o Barrier Technol ogy Inc.
510 4th Street North, Watkins, M nnesota, USA 55389
She spends | ess than 10% of her time on the affairs of the Conpany.

David J. Corcoran, Admnistrator and Director, is a menber of the Institute of
Chartered Accountants in British Colunbia, Canada, with over twenty-five years of
experience in industry and commerce. Prior to 1976, M. Corcoran spent over five

years gai ning experience in marketing, sales and product distribution while he worked
in sales with several major conpanies including Scott Paper and Bristol Mers. Hi s
career in accounting began in 1976 when he joined Touche Ross and Conpany. |In 1979,
he founded Corcoran and Conpany, Chartered Accountants. From 1979 to 1990, his firm
secured a wide variety of business clients whom he advi sed regardi ng their nmanagenent
and busi ness pl anning. In 1991, he joined the managenent of the Conpany on a full-
time basis. M. Corcoran brings to the organization specific business experience in
both sales and public finance. He has been an officer and director of the Conpany
since it inception in 1986.

Li ndsey Nauen, Corporate Secretary, received her MBA fromthe University of M nnesota
in 1988. She also received a B.A in psychology in 1971 and a MA in Library
Science in 1974. For the last eleven years she has been the owner of Nauen Mbbil
Accounti ng, providing accounting and business consulting services to small
busi nesses. In that capacity, she has been providing accounting services to the
Conpany since 1999.
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M chael D. Huddy, President and Director, joined the Conmpany in February 1993 as
President of the newy-formed US Subsidiary, Barrier Technol ogy Corporation. Dr.
Huddy was el ected President of the Conpany and a Director in July 1994, Dr. Huddy
had been in charge of marketing and sales of Blazeguarda with Citadel and
Weyer haeuser. He was part of Weyerhaeuser’s research/devel opment team established to

develop the Blazeguarda product. Dr. Huddy brings sales, marketing and general

managenent experience. He joined Weyerhaeuser’s Architectural Products Goup in
1988, after two years as General Mnager of Wyerhaeuser’s Northwest Hardwoods
operations in Wsconsin. Before joining Wyerhaeuser, Dr. Huddy worked for Crown

Zel | erbach Corporation for seven years. Dr. Huddy hol ds a Bachel or of Science degree
in Biological Sciences with a minor in Chenmistry from Lake Superior State College; a
Masters of Science degree in Resource Adm nistration; and a Ph.D. in Natural Resource
Economi cs with a minor in Business Managerment from M chigan State University.

Victor A Yates, Director, is a self-enployed businessman involved in real estate,
construction of nulti-famly and conmerci al devel opnents. He holds a degree in Real
Estate Appraisal and is a Licensed Real Estate Agent. He 25 years experience in
operating a variety of business ventures brings to the Board an entrepreneurial and
construction and financial perspective.

The Directors have served in their respective capacities since their election and/or
appoi ntnment and will serve until the next Annual General Meeting or until a successor
is duly elected, unless the office is vacated in accordance with the Articl es/By-Laws
of the Conpany.

The Senior Mnagenent serves at the pleasure of the Board of Directors wth
managenment service contracts but without term of office, except as disclosed in | TEM
#6B bel ow.

Despite the Conpany’s Secretary/ Adnini strator spending rmaterial portions of this tine
on busi nesses ot her than the Conmpany, the Conpany believes that he devotes sufficient
time to the Conpany to properly carry out his duties.

No Director and/or Executive O ficer has been the subject of any order, judgnent, or
decree of any governnental agency or administrator or of any court or conpetent
jurisdiction, revoking or suspending for cause any |license, pernmit or other authority
of such person or of any corporation of which he is a Director and/or Executive
O ficer, to engage in the securities business or in the sale of a particular security
or tenporarily or permanently restraining or enjoining any such person or any
corporation of which he is an officer or director from engaging in or continuing any
conduct, practice, or enployment in connection wth the purchase or sale of
securities, or convicting such person of any felony or msdeneanor involving a
security or any aspect of the securities business or of theft or of any felony.

There are no arrangenents or understandi ngs between any two or nore Directors or
Executive O ficers, pursuant to which he was selected as a Director or Executive
O ficer. There are no famly relationships between any two or nmore Directors or
Executive Officers.
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6.B. Conpensation

Cash Conpensati on. Total conpensation paid/accrued (directly/indirectly) to all
Di rectors/ Senior Managenent during Fiscal 2003 ended 6/30/2003 was CDN$181, 037,
i ncluding CDN$145,037 paid to Mchael D. Huddy and CDN$36,000 paid indirectly to
David Corcoran (refer to |ITEM #7B). In addition, the granting of stock options
resulted in non-cash conpensation of $12, 000.

M chael Huddy provides his services pursuant to a nmmnagenment agreenent dated
2/13/1993; the terns of the agreement have been revised although no new formal
agreenent has been signed. The current terns require that M. Huddy provide full-
time service to Barrier in an executive capacity (CEOQ) and to be fully responsible
for Barrier’s activities in the USA. The original agreement was for a term of four
years but was to renew automatically ever two years unless witten notice of the
intent to term nate was given by either party to the other. Ternms of conpensation
are to be given prior to any renewal period.

The enploynment agreenment specifies enployer termnation provisions including:
mat erial breach of any provision of the contract; inability to perform the duties
under the agreenent; fraud or serious neglect or msconduct; personal bankruptcy.

The duties are conplete as to those of a Chief Executive Oficer (President) and
include: Adnministration of the day to day affairs of the Enployer Devel opnent of

Fi nancial, manufacturing, and marketing plans; Conmunication wth Enployer and
Sharehol ders on a tinmely basis; and, Fornulation and execution of a proposed budget
approved by the Enployer. The Enpl oynent Agreenent contains a Confidentiality
Provi sion that precludes the sharing of confidential information to third parties not
requiring the information to conduct business with Barrier. The confidentiality
provi sion extends beyond the time limt of the agreenent until the information or

knowl edge becones part of the public domain.

Director Conpensation. The Conpany has no formal plan for conpensating its Directors

for their service in their capacity as Directors. Directors are entitled to
rei mhursenent for reasonable travel and other out-of-pocket expenses incurred in
connection with attendance at neetings of the Board of Directors. The Board of

Directors may award special remuneration to any Director undertaking any special
services on behalf of the Conpany other than services ordinarily required of a
Director. O her than indicated below no Director received any conpensation for his
services as a Director, including conmittee participation and/or special assignnments.

Stock Options. The Conmpany grants stock options to Directors, Senior Managenent and
enpl oyees; refer to | TEM #6. E., "Share Ownership".

Change of Control Remuneration. The Conpany has no plans or arrangenments in respect
of remuneration received or that may be received by Executive Oficers of the Conpany
in Fiscal 2004 to conpensate such officers in the event of termination of enploynment
(as a result of resignation, retirenent, change of <control) or a change of
responsibilities following a change of control, where the value of such conpensation
exceeds US$60, 000 per Executive Oficer.
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Ot her  Conpensati on. No Executive O ficer/Director received “other conpensation” in
excess of the | esser of US$25,000 or 10% of such officer's cash conpensation, and all
Executive O ficers/Directors as a group did not receive other conpensation which
exceeded US$25,000 times the number of persons in the group or 10% of the
conpensati on.

Bonus/Profit Sharing/ Non-Cash Conpensation. Except for the stock option program
discussed in ITEM #6.E., the Conpany has no nmaterial bonus or profit sharing plans
pursuant to which cash or non-cash conpensation is or may be paid to the Conpany's
Directors or Executive Oficers.

Pensi on/ Retirenment Benefits. No funds were set aside or accrued by the Conpany
during Fiscal 2003 to provide pension, retirenment or simlar benefits for Directors
or Executive O ficers.

Board Practices
1. Ternms of Office. Refer to I TEM6. A 1.
2. Directors’ Service Contracts. --- Not Applicable ---
6.C. 3. Board of Director Conmittees.
The Conpany has only an Audit Committee, which recomends to the Board of Directors
the engagenent of the independent auditors of the Conmpany and reviews with the
i ndependent auditors the scope and results of the Conpany’ s audits, the Company’s
internal accounting controls, and the professional services furnished by the
i ndependent auditors to the Conpany. The Audit Conmittee nmet once in Fiscal 2003 and
met at the 12/12/2003 Annual Meeting. The current nenbers of the Audit Conmittee
are: David Corcoran, M chael Huddy and Victor Yates.

6. C
6. C
6. C

6.D. Enpl oyees
As of 11/30/2003, the Conpany had thirteen active enployees, including the two Seni or

Managenent . As of 6/30/2003, 6/30/2002, and 6/30/2001, there were 13, 11, and 11
enpl oyees (including the Senior Managenent), respectively. None of the Company's
enpl oyees are covered by collective bargai ni ng agreenents.

6.E. Share Omership
Tabl e No. 4 |ists, as of 12/13/2003, Directors and Executive Oficers who

beneficially own the Conpany's voting securities and the amunt of the Conpany's
voting securities owned by the Directors and Executive O ficers as a group. Tabl e
No. 4 includes all persons/conmpani es where the Conmpany is aware that they have 5% or
greater beneficial interest in the Conpany’ s securities.
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Table No. 4
Shar ehol di ngs of Directors and Executive O ficers
Shar ehol di ngs of 5% Shar ehol ders

Title Amount and Nature Per cent
of of Benefici al of
Cl ass Name of Beneficial Owner Omer ship Class #
Comon Davi d Corcoran (1) 2,482, 035 12. 5%
Common M chael Huddy (2) 1,981, 000 10. 0%
Common Victor Yates (2) 608, 122 3.1
Common Li ndsey Nauen 25, 000 0. 0%
Total Directors/Oficers 5, 096, 157 25. 6%

(1) 360, 000 represent currently exercisable stock options.
1,940,637 shares are held indirectly through Corcoran Enterprises Ltd.,
a private conpany controlled by M. Corcoran.
42,807 shares are escrowed and contingently cancel abl e where rel ease
is controlled by Canadi an regul atory authorities
Excl udes 1, 438,685 shares owned by fanmi |y nenbers, where he di savows
beneficial interest and does not have voting or disposition control.

(2) 100,000 represent currently exercisable stock options

(3) 150, 000 represent currently exercisable stock options.
458, 122 shares are held indirectly through Continental Appraisal Ltd.,
a private conpany controlled by M. Yates.
Excl udes 1,523,424 shares owned by fanmi |y nenbers, where he di savows
beneficial interest and does not have voting or disposition control.

# Based on 19, 759, 855 shares outstanding as of 12/13/2003 and share purchase warrants
and stock options held by each beneficial holder exercisable within sixty days.

Options/SARs Granted/ Exercised During The Most Recently Conpleted Fiscal Year

During the nost recently conpleted fiscal year, the follow ng incentive stock options
were granted to Senior Managenent, Directors and enployees. No SARs (stock
appreciation rights) were granted during this period.

Table No. 5
Stock Option Grants in Fiscal 2003 Ended 6/30/2003

Per cent age Mar ket Val ue of Securities

Nunber of Exer. Under |l yi ng Options

of Total Price on Date

Opti ons Opti ons Per Gr ant Exp’r of Grant

Narme Grant ed Granted Share Dat e Dat e Per Share

Paul J. Louie (2) 200,000 33% $0.10 3/ 5/ 2003 3/ 5/ 2008 $0. 11
Managenent Tot al 200, 000 33%

Enpl oyees/ Ot hers 400, 000 67% $0.10 3/ 5/ 2003 3/ 5/ 2008 $0. 11
Tot al 600, 000 100%

(1) Options have vesting provisions varying from 4-18 nont hs.
(2) Former Director, until 12/12/2003.
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Stock Options. The ternms of incentive options granted by the Conpany are done in
accordance with the rules and policies of the TSX Venture Exchange, including the
nunber of comon shares under option, the exercise price and expiry date of such
options, and any anendnents thereto. The Conpany adopted a formal witten stock
option plan (the “Plan”) on 12/12/2003.

Such “ternms and conditions”, including the pricing of the options, expiry and the
eligibility of personnel for such stock options; and are described bel ow.

The principal purposes of the Conmpany’s stock option program are to (a) pronmote a
proprietary interest in the Conpany anmong the officers, directors and enpl oyees of
the Conpany and its affiliates, (b) retain and attract the qualified officers,
directors and enployees the Conpany requires, (c) provide a long-term incentive
el ement in overall conpensation, and (d) pronote the long-term profitability of the
Conpany.

Nunber of Shares Reserved. The nunber of common shares which may be issued pursuant
to options granted under the Plan may not exceed 10% of the issued and outstanding
shares of the Conpany fromtinme to time at the date of granting of options (including
all options granted by the Conmpany under the Plan).

Maxi mum Term of Options. The term of any options granted under the Plan is fixed by
the Board of Directors and may not exceed five years from the date of grant, or 10
years if the Conpany is classified as a “Tier 1” issuer under the policies of the TSX
Venture Exchange. The options are non-assignabl e and non-transferable.

Exercise Price. The exercise price of options granted under the Plan is detern ned
by the Board of Directors, provided that it is not |less than the discounted market
price, as that term is defined in the TSX Venture Exchange policy manual or such
other mininmum price as is pernmitted by the TSX Venture Exchange in accordance with
the policies fromtine to time, or, if the shares are no longer listed on the TSX
Venture Exchange, then such other exchange or quotation system on which the shares
are listed or quoted for trading.

Reducti on of Exercise Price. The exercise price of stock options granted to insiders
may not be decreased wi thout disinterested sharehol der approval, as described bel ow.

Terni nation. Any options granted pursuant to the Plan wll ternminate generally
within 90 days of the option holder ceasing to act as a director, officer, or
enpl oyee of the Conpany or any of its affiliates, and within generally 30 days of the
option hol der ceasing to act as an enpl oyee engaged in investor relations activities,

unl ess such cessation is on account of death. If such cessation is on account of
death, the options termnate on the first anniversary of such cessation. If such
cessation is on account of cause, or term nated by regulatory sanction or by reason
of judicial order, the options termnate immediately. Options that have been
cancelled or that have expired w thout having been exercised shall continue to be
i ssuabl e under the Plan. The Plan also provides for adjustnents to outstanding

options in the event of any consolidation, subdivision, conversion or exchange of
Conpany’ s shares.

Adni nistration. The Plan is adnministered by the Board of Directors of the Conpany or
senior officer or enployee to which such authority is delegated by the Board from
time to tinme.
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Board Discretion. The Plan provides that, generally, the nunber of shares subject to
each option, the exercise price, the expiry time, the extent to which such option is
exerci sabl e, including vesting schedules, and other terms and conditions relating to
such options shall be determined by the Board of Directors of the Conpany or senior
officer or enployee to which such authority is delegated by the Board fromtine to
time and in accordance with TSX Venture Exchange policies. The nunber of option
grants, in any 12-nonth period, may not result in the issuance to any one optionee
whi ch exceed 5% of the outstanding comon shares of the Conpany (unless the Conpany
is a Tier 1 issuer and has obtained the requisite disinterested sharehol der
approval), or the issuance to a consultant or an enployee engaged in investor
relations activities which exceed 2% of the outstandi ng common shares of the Conpany.

Di sinterested shareholder approval wll be sought in respect of any material
amendnent to the Pl an.

The nanmes and titles of the Directors/Executive Oficers of the Conpany to whom
out standi ng stock options have been granted and the nunber of conmon shares subject
to such options are set forth in Table No. 6 as of 12/13/2003, as well as the nunber
of options granted to Directors and all enployees as a group.

Table No. 6
St ock Options Cutstanding

Nunmber of Shares of CDN$

Comon Exer. Grant  Expir’'n
Nane St ock Price Dat e Dat e
Davi d Corcoran 360, 000 $0. 10 6/ 05/ 02 6/05/07
Victor Yates 150, 000 $0. 10 6/ 05/ 02 6/05/07
M chael Huddy 100, 000 $0. 26 7/10/03 7/10/05
Li ndsey Nauen ni |
Total Officers/Directors 610, 000
Tot al Enpl oyees/ Consul tants 798, 000

Total Officers/Directors/Enpl oyees 1, 408, 500
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| TEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS

7. A Maj or _Shar ehol ders.

7.A.1.a. Holdings By Major Sharehol ders.
Refer to | TEM #6. E. and Table No. 7.

7.A 1.b. Significant Changes in Mjor Shareholders’ Hol dings.

The participation in private placenents of equity by the Conpany and exercise of
stock options/share purchase warrants has |ead over the |ast several year to sone
significant changes in the holdings of major shareholders; table reflects direct
hol di ngs of comon shares, refer to Table No. 4 for additional informtion

Shar es Shar es Shar es

Omnned Omnned Omnned

6/ 30/ 2003 6/ 30/ 2002 6/ 30/ 2001

Davi d Corcoran 2,122,035 1, 998, 215 1, 798, 215
M chael Huddy 1, 807, 960 1, 197, 607 1, 197, 607
Victor Yates 458,122 877,229 676,229

7.A 1l c. Different Voting Rights. The Conpany’s major shareholders do not have
different voting rights.

7.A 2. Canadi an Share Ownershi p. On 11/7/2003, the Conpany’'s shareholders’ |Iist
showed 19,759,855 compn shares outstanding and 92 registered shareholders, with
16, 662, 494 shares owned by forty-five regi stered sharehol ders resident in Canada.

Based on this research and other research into the indirect holdings of other
financial institutions, the Conpany believes that it has approximately 750 beneficia
owners of its comon shares.

7. A 3. Control of Conpany. The Conpany is a publicly-owned Canadi an corporation,
the shares of which are owned by U S. residents, Canadian residents and other foreign
resi dents. The Conpany is not controlled by any foreign governnment or other
person(s) except as described in ITEM #4.A, “Hi story and Devel opnent of the
Conpany”, and | TEM #6. E., “Share Oanershi p”

7.A. 4. Change of Control of Conpany Arrangenents.
--— No Disclosure Necessary ---
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7. B. Rel ated Party Transactions

David Corcoran, Corporate Secretary-Administrator/Director

M. Corcoran is conpensated for his managerial services to the Conpany indirectly
through Corcoran Enterprises Ltd., a private conpany controlled by M. Corcoran.
During Fiscal 2003/2002/2001, $36,000, $36,000, and $36,000, were paid/accrued to
Corcoran Enterprises Ltd., respectively.

In addition, stock options intended for M. Corcoran have been granted to Corcoran
Enterprises Ltd. During Fiscal 2003/2002/2001/2000, nil, 415,000, 450,000, and
335,000 stock options were granted to Corcoran Enterprises Ltd., respectively.

Victor Yates, Director

Stock options intended for M. Yates have been granted to Continental Appraisals
Ltd., a private conmpany controlled by M. Yates. During Fiscal 2003/2002/2001: nil,
415,000 and 315,000 stock options were granted to Continental Appraisals Ltd.,
respectively.

M chael Huddy, President/Director

In the past, M. Huddy utilized 473240 B.C. Ltd. to facilitate the advance of funds
to the Conpany and other inter-conpany transactions, including the holding of conmon
shares of the Conpany. 473240 B.C. Ltd. was a private conpany controlled by M.
Huddy. This private conpany was terminated in 2000 and all Conpany conmon shares
being held were sold to M. Huddy at the current market rate applicable at the tine.
During Fiscal 2003/2002/2001: nil, nil and 315,000 stock option were granted to
473240 B.C. Ltd.

Funds Oned to Officers/Directors

Officers/Directors have lent the Conmpany funds during the last several years to
alleviate the corporate need for working capital; this has included interest/non-
i nterest-bearing advances and convertible prom ssory notes. Funds owed totall ed:

Nane 6/30/ 2003 6/30/2002 6/30/2001
Corcoran Enterprises Ltd. (1) $18, 000 $39, 515 $34, 000
Corcoran Enterprises Ltd. (1) --- $112, 741 $71, 300
473240 B.C. Ltd. (2) --- $36, 487 $34, 000
M chael Huddy --- $ 1,513 $ 1,375
Continental Appraisals Ltd. (3) --- $27, 000 $23, 600

(1) Controlled by David Corcoran
(2) Controlled by Mchael Huddy
(3) Controlled by Victor Yates

Interest Payable to Officers/Directors
O ficers/Directors have lent the Conpany funds during the |ast several years to
alleviate the corporate need for working capital; this has included interest/non-

i nterest-bearing advances and convertible promssory notes. I nterest payable
totall ed:

Nanme 6/ 30/ 2003 6/30/2002 6/30/2001
Corcoran Enterprises Ltd. (1) $225 $8, 305 $5, 045
Corcoran Enterprises Ltd. (1) --- $11, 462 $3, 000

473240 B.C. Ltd. (2) --- $11, 998 $8, 898
Continental Appraisals Ltd. (3) --- $5, 160 $3, 000

(1) Controlled by David Corcoran
(2) Controlled by Mchael Huddy
(3) Controlled by Victor Yates
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During April 2003, the Company issued 2,000,000 common shares to officers/directors
directly/indirectly to settle $300,000 of debt:

Davi d Corcor an: 1, 163, 820 shares; $174,573

M chael Huddy: 650, 353 shares; $ 97,553

Vi ctor Yates: 185, 827 shares; $ 27,874

O her than as disclosed above, there have been no transactions since 6/30/2000, or

proposed transactions, which have materially affected or will materially affect the
Conmpany in which any director, executive officer, or beneficial holder of nore than
10% of the outstanding commn stock, or any of their respective relatives, spouses,

associates or affiliates has had or wll have any direct or material indirect
i nterest. Management believes the transactions referenced above were on terns at

least as favorable to the Conpany as the Conpany could have obtained from
unaffiliated parties.

7.C. Interests of Experts and Counsel --- Not Applicable ---

| TEM 8. FI NANCI AL | NFORMVATI ON

8.A. Consolidated Statenments and Other Financial |Infornmation

The Conpany's financial statements are stated in Canadian Dollars (CDN$) and are
prepared in accordance with Canadi an Generally Accepted Accounting Principles (GAAP)

the application of which, in the case of the Conpany, conforns in all nmaterial
respects for the periods presented with United States GAAP, except as discussed in
footnotes to the financial statenents.

The financial statenents as required under |TEM #17 are attached hereto and found
i mediately following the text of this Annual Report. The audit report of Am sano
Hanson, independent Chartered Accountants, are included herein imediately preceding
the financial statenents and schedul es.

Audi t ed Fi nanci al Statenents
for Fiscal 2003 , Fiscal 2002, and Fiscal 2001

8.A. 7. lLegal/Arbitration Proceedings

The Directors and the managenent of the Conpany know of no material, active or
pendi ng, |egal proceedings against thenm nor is the Conpany involved as a plaintiff
in any material proceeding or pending litigation.

The Directors and the managenent of the Conpany know of no active or pending
proceedi ngs agai nst anyone that mght materially adversely affect an interest of the
Conpany.

8.B. Significant Changes
No undi scl osed significant change has occurred since the date of the annual financia
st at ement s.
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ITEM 9. THE OFFER AND LI STI NG

9.A.4. Common Share Trading |Infornmation

The Conpany's comon shares began trading on the TSX Venture Exchange (formerly the
Canadi an Venture Exchange) in Toronto, Ontario, Canada, under its former nane Barrier
Technol ogy Inc. in Septenber 1986. The current stock symbol is “IBH. The CUSI P
nunber is #458968- 10- 4.

The Conpany’'s commopn shares began trading on the NASD Electronic Bulletin Board in
August 2002 under the synbol |BTG-. OB

Table No. 7 lists the volune of trading and high, |ow and closing sales prices on the
TSX Venture Exchange for the Conpany's common shares for: the last six nonths, the
|l ast eight fiscal quarters; and the last five fiscal years.

Table No. 7
TSX Venture Exchange
Common Shares Trading Activity

- Sales -
Peri od Canadi an Dol | ars
Ended Vol une Hi gh Low dosing
Mont hl y
11/ 30/ 2003 340, 400 $0. 58 $0. 39 $0. 55
10/ 31/ 2003 111, 100 0. 39 0. 30 0. 39
9/ 30/ 2003 177, 000 0.43 0. 36 0. 39
8/ 31/ 2003 62, 010x 0.40 0. 36 0. 39
7/ 31/ 2003 660, 655 0. 47 0. 335 0. 40
6/ 30/ 2003 145, 700 0. 335 0. 23 0. 30
Quarterly
6/ 30/ 2003 483, 660 $0. 34 $0. 22 $0. 30
3/ 31/ 2003 3, 055, 100 0.42 0.04 0. 30
12/ 31/ 2002 50, 090 0. 15 0.04 0. 07
9/ 30/ 2002 273, 660 0.10 0. 06 0.08
6/ 30/ 2002 180, 220 $0. 10 $0. 05 $0. 08
3/ 31/ 2002 28, 100 0. 09 0. 07 0.08
12/ 31/ 2000 3,100 0. 09 0. 07 0. 09
9/ 30/ 2001 118, 100 0.13 0.13 0.13
Yearly
6/ 30/ 2003 3,862,510 $0. 42 $0. 04 $0. 36
6/ 30/ 2002 329, 520 0.13 0. 05 0.08
6/ 30/ 2001 1, 940, 069 0.19 0.08 0.08
6/ 30/ 2000 4,442, 428 0. 48 0.08 0. 20
6/ 30/ 1999 506, 900 0.29 0. 06 0. 09
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Table No. 8 lists the volune of trading and high, |ow and closing sales prices on the
NASD El ectronic Bulletin Board for the Conpany's comon shares for: the last fiscal
year, the last four fiscal quarters, and the last six nonths.

Tabl e No. 8
NASD El ectronic Bulletin Board
Common Shares Trading Activity

- Sales -
Peri od US Dol l ars
Ended Vol une Hi gh Low d osing
Mont hl y
11/ 30/ 2003 372,519 $0. 47 $0. 27 $0. 47
10/ 31/ 2003 264, 300 0.31 0.22 0.29
9/ 30/ 2003 894, 200 0. 32 0. 26 0. 26
8/ 31/ 2003 207, 200 0.31 0.28 0. 30
7/ 31/ 2003 516, 000 0.35 0.22 0.35
6/ 30/ 2003 302, 700 0. 26 0.18 0.21
Quarterly
6/ 30/ 2003 1, 553, 800 $0. 26 $0. 18 $0. 21
3/ 31/ 2003 280, 500 0. 26 0. 05 0. 26
12/ 31/ 2002 118, 100 0. 05 0.02 0. 05
9/ 30/ 2002 300 0. 06 0. 06 0. 06
Yearly
6/ 30/ 2003 1, 952, 700 $0. 26 $0. 02 $0. 05

The TSX Venture Exchange

The TSX Venture Exchange is a result of the acquisition by the Toronto Stock Exchange
of the Canadian Venture Exchange (“CDNX") from its nenber firns on 8/1/2001. The
CDNX resulted from the merger between the Vancouver Stock Exchange and the Al berta
Stock Exchange that took place on 11/29/1999, to form the CDNX The TSX Venture
Exchange currently operates as a conplementary but independent exchange from its
parent, the Toronto Stock Exchange.

The initial roster of the CDNX was made up of venture conpanies previously listed on
the Vancouver Stock Exchange or the Alberta Stock Exchange and |ater incorporated
junior listings from the Montreal Stock Exchange, the Wnnipeg Stock Exchange, and
the CDN Over-The-Counter Market. The TSX Venture Exchange is a venture market as
conpared to the TSX Stock Exchange that is Canada’s senior narket and the Mntrea

Exchange that is Canada’s market for derivatives products.

The TSX Venture Exchange currently has five service centers: Calgary, Toronto,
Vancouver, W nni peg and Montreal. These service centers provide corporate finance
surveillance and marketing expertise. The corporate office for the TSX Venture
Exchange is located in Calgary and the operations office is |ocated in Vancouver.
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The TSX Venture Exchange is a self-regulating organi zati on owned and operated by the
Toronto Stock Exchange, which in turn is owned by its nenber brokerage firms. It is
governed by representatives of menmber firns and the public.

Organi zationally, the TSX Venture Exchange is conprised of seven business areas:
Corporate Finance Services, Trading Services and Mrket Information Services,
Conpl i ance, Marketing, Technol ogy, Corporate Affairs and Hunan Resources.

The TSX Venture Exchange acts as a business |ink between TSX nenbers, listed
conpani es and investors. TSX Venture Exchange policies and procedures are designed
to accommodat e conpanies still in their formative stages and recogni ze those that are

nmore established. Listings are predom nately small and medi um sized conpani es.

Investors in Canada are protected by the Canadian Investor Protection Fund (“ClIPF").
The CIPF is a private trust fund established to protect customers in the event of the
i nsol vency of a nenber of any of the follow ng self-regulatory organi zations: the TSX
Venture Exchange; the Montreal Exchange; the Toronto Stock Exchange; the Toronto
Fut ures Exchange; and the | nvestment Deal ers Associ ati on of Canada.

Post-trade nonitoring of rmarket activity occurs in the nmarket surveillance
depart ment. Sophi sticated software analyses trade data from TRADETSX to detect
possi bl e market inproprieties. A variety of surveillance and investigative tools
allow the TSX Venture Exchange to perform electronic market nonitoring and trade
revi ews.

The surveillance departnent is also responsible for nonitoring and reviewing |isted
conpany activities and detecting breaches of the listing policies or the listing
agreenent . Mar ket surveillance and listed company surveillance activities are
cl osely coordi nat ed.

Enforcenment action taken by the surveillance departnment may include the follow ng:

1) forcing conpanies to correct msleading or inaccurate disclosure which
i ncl udes new rel eases or internet postings:

2) requiring the resignation of unacceptable directors and officers;

3) requiring cancellation and return shares to treasury;

4) requiring undertakings fromdirectors and officers that they
will ensure conmpliance with the listing agreement and listings policies in
the future;

5) requiring the term nation of unacceptable investor relations services;

6) halting and suspending trading in the shares of conpanies;

7) de-listing conpanies that have contravened exchange by-laws, rules or
pol i ci es.

The market surveillance departnment issues TSX notices to informthe public of halts,
suspensi ons, de-lists and other enforcement actions. All TSX notices can be found on
the TSX website or INFOTSX. In the public interest, trading halts or suspensions are
mai ntai ned until the surveillance departnent is satisfied that there is adequate
di scl osure of the conpany’'s affairs and a level playing field for investors.
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In addition to nmarket surveillance, the TSX Venture Exchange’'s conpliance departnent
is conmprised of an investigative services team that conducts investigations into
all eged violations of securities trading. The TSX Venture Exchange Conduct Review
Committee determ nes whether a case for discipline exists. Disciplinary cases either
result in a settlenent reached between TSX Venture Exchange and the respondent or
they proceed to a disciplinary hearing. The public can attend disciplinary hearings,
view the exhibits filed and obtain copies of the decisions issued by the panel. | f
the hearing panel’s decision is not acceptable to either TSX Venture Exchange or the
respondent, an appeal process may be initiated.

9.A.5. Common Share Description

Reqi strar/ Common_Shar es Qut st andi ng/ Shar ehol der s
The Conpany's commopn shares are issued in registered form and the follow ng

information is taken fromthe records of Pacific Corporate Trust Conpany (located in
Vancouver, British Colunbia, Canada), the registrar and transfer agent for the common
shares.

On 11/07/2003, the shareholders' list for the Conpany's comon shares showed 92
regi stered sharehol ders and 19, 759, 855 shares issued and outstanding. Based on this
research and other research into the indirect holdings of other financial
institutions, the Conpany believes that it has about 750 beneficial owners of its
conmon shar es.

Escrowed Conmon_ Shar es

On 5/15/1987, the Conpany issued 296,500 shares of “Principal Escrow’ comon stock at

$0.01 per share. 173,452 of these shares are still escrowed and outstanding. On
11/ 30/ 2003, these are held:

Continental Appraisals Ltd............ ... .. . . . . .. 6, 115 shares

James St ewart . ... ... 10, 000 shares

Prime Equities International Corp.......... ... ... 24,461 shares
Pyrotite Corporati ONn. .. ... ... ...t et e 26, 685 shares
Corcoran Enterprises Ltd......... ... .. .. 42,807 shares

Chet dziszekK. ..... ... ... 63, 384 shares

The escrow restrictions provide that the shares may not be traded in, dealt with in
any manner what soever, or released, nor may the Conpany, its transfer agent or escrow
hol der make any transfer or record any trading of these shares without the consent of
the Superintendent of Brokers for British Colunbia. The terns of the escrow
agreenents provide that a portion of the consideration for the original issuance of
the escrowed shares is to encourage the escrow shareholders to act in the best
interests of the Conpany, and if the Conpany becones successful, due in part to
the efforts of the escrow shareholders, or any one of them the escrow sharehol ders
shall be entitled to maintain their ownership of the escrowed shares and to a rel ease
of the shares from the terns of the escrow agreenents, from time to tine, in
accordance with the general policies of the Superintendent of Brokers or the Canadi an
Venture Exchange. All shares not released fromescrow (originally 1993 but extended)
are to be cancelled. The deadline has passed and cancellation is pending.
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Share Purchase Warrants/Convertible Debenture
As of 11/30/2003, no share purchase warrants/convertibl e debentures were outstanding.

9.A. 6 Differing Rights --- Not Applicable ---
9.A 7.a Subscription Warrants/Right --- Not Applicable ---
9.A. 7.b. Convertible Securities/Warrants --- Not Applicable ---

9.C__ Stock Exchanges ldentified

The common shares trade on the TSX Venture Stock Exchange.
The common shares trade on the NASD El ectronic Bulletin Board.
Refer to | TEM #9. A. 4.

| TEM 10. ADDI TI ONAL | NFORMATI ON

10.A.  Share Capital
10.B.  Menorandum and Articles of Association
10.C. Material Contracts

--- No Disclosure Necessary ---

10. D. Exchange Controls
Canada has no system of exchange controls. There are no Canadian restrictions on the

repatriation of capital or earnings of a Canadian public conpany to non-resident
i nvestors. There are no laws in Canada or exchange restrictions affecting the
remittance of dividends, profits, interest, royalties and other paynments to non-
resident holders of the Conpany's securities, except as discussed in |ITEM
10. E. “Taxati on” bel ow.

Restrictions on Share Owership by Non- Canadi ans

There are no limtations under the |aws of Canada or in the organi zing docunents of
the Conmpany on the right of foreigners to hold or vote securities of the Conpany,
except that the Investnment Canada Act nmay require review and approval by the Mnister
of Industry (Canada) of certain acquisitions of "control" of the Conpany by a "non-
Canadi an". The threshold for acquisitions of control is generally defined as being
one-third or nore of the voting shares of the Conpany. "Non- Canadi an" general |y
means an individual who is not a Canadian citizen, or a corporation, partnershinp,
trust or joint venture that is ultimtely controlled by non-Canadi ans.

10. E. Taxation

The following is a brief summary of some of the principal Canadi an federal income tax
consequences to a holder of common shares of the Conpany (a "U. S. Holder") who deals
at arnls length with the Conpany, holds the shares as capital property and who, for
the purposes of the Income Tax Act (Canada) (the "Act") and the Canada - United
States Income Tax Convention (the "Treaty"), is at all relevant tinmes resident in the
United States, is not and is not deened to be resident in Canada and does not use or
hold and is not deenmed to use or hold the shares in carrying on a business in Canada.
Special rules, which are not discussed below, may apply to a U S. Holder that is an
i nsurer that carries on business in Canada and el sewhere.

This summary is of a general nature only and is not, and should not be interpreted
as, legal or tax advice to any particular U S. Holder and no representation is nade
with respect to the Canadian income tax consequences to any particular person
Accordingly, U 'S. Holders are urged to consult their own tax advisors with respect to
their particular circunstances.
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Under the Act and the Treaty, a U S. Holder of conmmon shares will generally be
subject to a 15% withholding tax on dividends paid or credited or deenmed by the Act
to have been paid or credited on such shares. The withholding tax rate is 5% where
the U.S. Holder is a corporation that beneficially owns at |east 10% of the voting
shares of the Conpany and the dividends may be exenpt from such w thholding in the
case of some U S. Hol ders such as qualifying pension funds and charities.

In general, a U S. Holder will not be subject to Canadi an incone tax on capital gains
arising on the disposition of shares of the Conpany unless (i) at any time in the
five-year period i mediately preceding the disposition, 25% or nore of the shares of
any class or series of the capital stock of the Company was owned by (or was under
option of or subject to an interest of) the U S. holder or persons with whomthe U. S.
hol der did not deal at arms length, and (ii) the value of the common shares of the
Conpany at the time of the disposition derives principally from real property (as
defined in the Treaty) situated in Canada. For this purpose, the Treaty defines rea
property situated in Canada to include rights to explore for or exploit mneral
deposits and other natural resources situated in Canada, rights to anobunts conputed
by reference to the amount or value of production from such resources, certain other
rights in respect of natural resources situated in Canada and shares of a corporation
the value of whose shares is derived principally from real property situated in
Canada

The US Internal Revenue Code provides special anti-deferral rules regarding certain
distributions received by US persons wth respect to, and sales and other
di spositions (including pledges) of stock of, a passive foreign investnment conpany.
A foreign corporation, such as the Conpany, will be treated as a passive foreign
i nvestment conpany if 75%or nore of its gross incone is passive inconme for a taxable
year or if the average percentage of its assets (by value) that produce, or are held
for the production of, passive inconme is at |least 50% for a taxable year. The
Conpany believes that it was not a passive foreign investnment conpany for the taxable
year ended 6/30/2003 and, furthernore, expects to conduct its affairs in such a
manner so that it wll not nmeet the criteria to be considered passive foreign
i nvestment conpany in the foreseeable future.

10.F. Dividends and Paying Agents --- No Disclosure Necessary ---
10.G  Statenent by Experts --- No Disclosure Necessary ---
10.H  Docunent on Display --- No Disclosure Necessary ---
10.1. Subsidiaries

The Conpany has two whol | y-owned subsi di ari es:
a) Pyrotite Coatings of Canada Inc.
incorporated in British Colunbia on 7/10/1986
b) Barrier Technol ogy Corporation
i ncorporated in Mnnesota, USA on 5/8/1996

| TEM 11. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK
--- No Disclosure Necessary ---

| TEM 12. DESCRI PTI ON OF SECURI TI ES OTHER THAN EQUI TY SECURI TI ES

12. A.  Debt Securities --- No Disclosure Necessary ---
12.B. Warrants and Rights --- No Disclosure Necessary ---
12.C. O her Securities --- No Disclosure Necessary ---
12.D.  Anerican Depository Shares --- No Disclosure Necessary ---
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PART |1

| TEM 13. DEFAULTS, DI VI DEND ARREARAGES AND DELI NQUENCI ES
--- No Disclosure Necessary ---

| TEM 14. MATERI AL _MODI FI CATI ONS TO THE RI GHTS OF SECURI TY

HO_LDERS AND USE OF PROCEEDS --- No Disclosure Necessary ---
| TEM 15. CONTROLS AND PROCEDURES
The Board of Directors has overall responsibility for reviewing the Conpany's
di sclosure to ensure the Conpany provides full and plain disclosure to sharehol ders
and other stakehol ders. The Board discharges its responsibilities through its

commttees, specifically, wth respect to financial disclosure to the Audit
Committee, which is responsible for reviewing the Conpany's financial reporting
procedures and internal controls to ensure full and accurate disclosure of the
Conmpany' s financial position.

Under the supervision and with the participation of the Conpany's nanagenent,
including its Chief Financial Oficer, the Conpany evaluated the effectiveness of the
design and operation of its disclosure controls and procedures (as defined in Rule
13a- 14(c) under the Exchange Act as of a date (the "Evaluation Date") within 90 days
prior to the filing date of this report. Based upon that evaluation, the Chief
Fi nancial O ficer concluded that, as of the Evaluation Date, the Conpany's disclosure
controls and procedures were effective in tinely alerting them to the material
information relating to the Conpany (or its consolidated subsidiaries) required to be
i ncluded in the Company's periodic SEC filings.

There were no significant changes made in the Company's internal controls during the
period covered by this annual report on Form 20-F or, to the Conpany's know edge, in
other factors that could significantly affect these controls subsequent to the date
of their execution.

The Conpany's managenent, including the Chief Financial O ficer, does not expect that
its disclosure controls and procedures or internal controls and procedures wll
prevent all error and all fraud. A control system no matter how well conceived and
operated, can provide only reasonable, not absolute, assurance that the objectives of
the control systemare net. Further, the design of a control system nust reflect the
fact that there are resource constraints, and the benefits of controls nust be
considered relative to their costs. Because of the inherent limtations in all
control systens, no evaluation of controls can provide absolute assurance that all
control issues and instances of fraud, if any, within the Conpany have been det ect ed.
These inherent limtations include the realities that judgnents in decision-nmaking
can be faulty, and that breakdowns can occur because of sinple error or m stake.
Additionally, controls can be circunvented by the individual acts of sone persons, hy
collusion of two or nore people, or by managenent override of the control. The
design of any system of controls also is based in part upon certain assunptions about
the likelihood of future events, and there can be no assurance that any design wll
succeed in achieving its stated goals under all potential future conditions; over
time, control may becone inadequate because of changes in conditions, or the degree
of conpliance with the policies or procedures may deteriorate. Because of the
inherent limtations in a cost-effective control system msstatenents due to error
or fraud may occur and not be detected.
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| TEM 16. RESERVED

| TEM 16A. Audit Committee Financial Expert ---Not Applicable ---
| TEM 16B. Code of Ethics ---Not Applicable ---
I TEM 16C.  Principal Accountant Fees and Services ---Not Applicable ---

| TEM 16D. Exenptions fromthe Listing Standards for Audit Committees
---Not Applicable ---

PART 11

| TEM 17. FI NANCI AL _STATEMENTS

The Conpany's financial statenents are stated in Canadian Dollars (CDN$) and are
prepared in accordance w th Canadi an Generally Accepted Accounting Principles (GAAP),
the application of which, in the case of the Conpany, conforns in all nmaterial
respects for the periods presented with United States GAAP, except as discussed in
footnotes to the financial statenents.

The financial statenents as required under |TEM #17 are attached hereto and found
i mediately following the text of this Annual Report. The audit report of Am sano
Hanson, independent Chartered Accountants, are included herein imediately preceding
the financial statenents and schedul es.

Audi t ed Fi nanci al St atenents
Audi tor's Report, dated 10/17/2003

Consol i dat ed Bal ance Sheets at 6/30/2003 and 6/ 30/ 2002

Consol i dated Statenents of Operations
for the years ended 6/30/2003, 6/30/2002, and 6/30/2001

Consol i dated Statements of Deficit
for the years ended 6/30/2003, 6/30/2002, and 6/30/2001

Consol i dat ed St atenents of Cash Fl ows
for the years ended 6/30/2003, 6/30/2002, and 6/30/2001

Consol i dated Statenents of Sharehol ders’ Equity
for the years ended 6/30/2003, 6/30/2002, and 6/30/2001

Not es to Consol i dated Financial Statenents

| TEM 18. FI NANCI AL _STATEMENTS
The Conpany has elected to provide financial statenents pursuant to | TEM #17.
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| TEM 19. EXHI BITS

o0

10.
11.

12:

13.

14.

Page

Articles of Incorporation/Bylaws as currently in effect:
--- Incorporated by reference to Form 20-F Regi stration Statenent and

Form 6-K;s ---

I nstrunents defining the rights of holders of equity or
debt securities being registered.
--- Refer to Exhibit No. 1 ---

Voting Trust Agreenents: No Di scl osure Necessary

Mat eri al Contracts:
--- Incorporated by reference to Form 20-F Regi stration Statenent and
Form 6-K;s ---

Forei gn Patents: No Di scl osure Necessary
Ear ni ngs Per Share Cal cul ati on: No Di scl osure Necessary
Rati o of Earnings To Fixed Charges: No Di sclosure Necessary

Li st of Subsidiaries
--- Incorporated by reference to Form 20-F Regi stration Statenent and
Form 6-K;s ---

St at enent Regardi ng Date of Financial Statenents:No Di sclosure Necessary
Notice Required by Rul 3e 104 of Regul ation BTR No Di scl osure Necessary
Code of Ethics as required by I TEM No. 16: No Di scl osure Necessary

The certifications required by Rule 13a-14(a) or Rule 15d-14(a)...... 70
The certifications required by Rule 13a-14(b) or Rule 15d-14(b) and
Section 1350 of Chapter 63 of Title 18 of the United States Code: 71

Addi tional Exhibits:
--- Incorporated by reference to Form 20-F Regi strati on Statenment and
Form 6-K;s ---
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INTERNATIONAL BARRIER TECHNOLOGY INC.
REPORT AND CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2003 and 2002

(Stated in Canadian Dollars)
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TERRY AMISANO LTD.AM ISANO H ANSON
K evin HANsoN, CA CHARTERED ACCOUNTANTS

AUDITORS REPORT

To the Shareholders,
International Barrier Technology Inc.

We have audited the consolidated balance sheets of Internationa Barrier Technology Inc. as a June 30, 2003 and
2002 and the consolidated statements of operations, deficit and cash flows for the years ended June 30, 2003, 2002
and 2001. These financia statements are the responsibility of the Company’s management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in Canada and the United States
of America. Those standards require that we plan and perform an audit to obtain reasonabl e assurance whether the
financia statements are free of material misstatement. An audit includes examining, on atest basis, evidence
supporting the amounts and disclosures in the financia statements. An audit aso includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these consolidated financial statements present fairly, in al materia respects, the financia position

of the Company as at June 30, 2003 and 2002 and the results of its operations and its cash flows for the years ended
June 30, 2003, 2002 and 2001 in accordance with generaly accepted accounting principlesin Canada. Asrequired
by the British Columbia Company Act, we report that, in our opinion, these principles have been applied on a
consistent basis.

Vancouver, Canada “ Amisano Hanson”
October 17, 2003 Chartered Accountants

COMMENTSBY AUDITORS FOR U.S. READERS ON CANADA — U.S REPORTING CONFLICT

In the United States, reporting standards for auditors require the addition of an explanatory paragraph (following
the opinion paragraph) when the financia statements are affected by conditions and events that cast substantial
doubt on the Company’s ahility to continue as a going concern. The accompanying consolidated financia
statements have been prepared on the basis of accounting principles applicable to a going concern which assumes
the realization of assets and discharge of liabilities in the normal course of business. Asdiscussed in Note 1 to the
accompanying financia statements and in respect of the Company’s working capital deficiency and continuing
losses from operations, substantial doubt about the Company’ s ability to continuing as a going concern exists. The
accompanying financial statements do not include any adjustments that might result from the outcome of this
uncertainty.

Our report to the shareholders dated October 17, 2003 is expressed in accordance with Canadian reporting
standards which do not permit a reference to such events and conditions in the auditor’ s report when these are
adequatdly disclosed in the consolidated financial statements.

Vancouver, Canada “ Amisano Hanson”
October 17, 2003 Chartered Accountants

750 WEST PENDER STREET, SUITE 604TELEPHONE: 604-689-0188
VANCOUVER CANADAFACSIMILE: 604-689-9773
V6C 2T7 E-MAIL:amishan@telus.net
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INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED BALANCE SHEETS
June 30, 2003 and 2002
(Stated in Canadian Dollars)

ASSETS 2003 2002
Current
Cash $98,952 $
Accounts receivable 132,133 125,529
Inventory — Note 3 75,816 84,658
Prepaid expenses and deposits 13110 9,127
320,011 219314
Capital assets— Note 4 912,392 990,676
License and technology rights— Note 5 73,391 1
$1,305,7%4 $1,209,991
LIABILITIES
Current
Bank indebtedness — Note 6 $101,899 $69,358
Accounts payable and accrued liahilities — Note 11 355,778 468,015
Unearned income - 8,942
Due to related parties — Note 11 18,225 217,256
Current portion of long-term debts — Note 7 25,052 44,048
Current portion of obligation under capital leases — Note 8 64,360 115,610
565,314 923,229
Long-term debts — Note 7 78,793 161,330
Obligation under capital leases — Note 8 869,654 1,000,174
1,513,761 2,084,733
SHAREHOLDERS DEFICIENCY
Share capital — Note 9 11,649,276 11,029,276
Deficit (11,857,243) (11,904,018)
(207,967) (874,742)
$1,305,7%4 $1,209,991

Nature and Continuance of Operations — Note 1
Commitments — Notes 7, 8, 9, 14 and 16
Subsequent Events — Note 16

APPROVED BY THE DIRECTORS:

“David Corcoran”, Director
DAVID CORCORAN

“Victor Yates’, Director
VICTOR YATES

SEE ACCOMPANYI NG NOTES



INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
for the years ended June 30, 2003, 2002 and 2001
(Stated in Canadian Dallars)

(Restated
— Note 15)
2003 2002 2001

Sdes $2,254,562 $1,860,167 $1,495,608
Cost of sales (1,766,992) (1,421,028 (1,055,351)
Gross margin 487,570 439,139 440,257
Licence fee revenue 36,259 - -
Research and development costs — Note 10 (25,850) (36,082 (84,493)
License fee expense — Note 14 (75,540) (78,385) (75,895)
(65,131) (114,467) (160,333)

Genera and Administrative Expenses
Accounting and audit fees 36,095 28,705 16,301
Consulting fees — Note 11 35,420 786 -
Filing fees 10,274 16,691 23435
Insurance 27475 27,025 25,527
Interest and bank charges — Note 11 28,169 42,463 36,588
Interest on long-term debt — Note 8 62,944 80,951 81,698
Investor relations 16,000 - 28,890
Lega fees 18,955 4534 9,721
Office and miscellaneous 48,195 53118 52,858
Telephone 9,631 7,355 8,531
Transfer agent fees 6,986 3,646 1,639
Travel, promotion and trade shows 37,790 32,326 46,140
Wages and management fees — Note 11 181,037 179,664 182,605
518971 477,264 513,933
L oss before other (96,532) (152,592) (234,064)

Other

Foreign exchange gain (loss) 153,202 11,276 (49,798)
Gain on forgiveness of debt 88,405 - -
Amortization — Note 4 (98,300) (175,725) (170,117)
Net income (loss) for the year $46,775 $(317,041) $(453,979)
Basic and diluted income (loss) per share $0.00 $0.03) $0.04)
Weighted average number of shares outstanding 14,056,684 12,414,903 10,878,803

SEE ACCOMPANYI NG NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENTS OF DEFICIT
for the years ended June 30, 2003, 2002 and 2001
(Stated in Canadian Dallars)

(Restated
— Note 15)
2003 2002 2001

Deficit, beginning of the year, as previoudly stated ~ $(11,904,018) $(11,475,260) $(11,046,388)

Prior period restatement — Note 15 - (111,717) (86,610)
Deficit, beginning of the year, restated (11,904,018) (11,586,977) (11,132,998)
Net income (loss) for the year 46,775 (317,041) (453,979)

Deficit, end of the year

$(11,857,243)  $(11,904,018) $(11,586,977)

SEE ACCOVPANYI NG NOTES

52



INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
for the years ended June 30, 2003, 2002 and 2001

(Stated in Canadian Dallars)

(Restated
— Note 15)
2003 2002 2001
Operating Activities
Net income (loss) for the year $46,775 $(317,041) $(453,979)
Items not involving cash:
Gain on forgiveness of debt (88,405) - -
Amortization 98,300 175,725 170,117
56,670 (141,316) (283,862)
Changes in non-cash working capital balances
related to operations:
Accounts receivable (6,604) 38,604 (86,382
Inventory 8,842 13,750 (6,868)
Prepaid expenses and deposits (3,983) (8,000) 2,290
Accounts payable and accrued liabilities (29,493 86,720 91,434
Due to related parties 18,225 52,981 31,295
43657 42739 (252,093)
Investing Activities
Purchase of capital assets (20,016) - -
Technology rights (73,390) - -
(93,406) - -
Financing Activities
Decrease in unearned income (4,798) (3,802 (24,481)
Decrease in long-term debts (17,272) (14,704) (41,105)
Increase (decrease) in capital lease obligations (181,770 (26,452) 3,604
Common shares issued for cash 320,000 60,000 235,842
Increase (decrease) in bank indebtedness 32,541 (57,781) 78,233
148,701 (42,739) 252,093
Change in cash during the year 98,952 - -
Cash, beginning of the year - - -
Cash, end of the year $98,952 $ $
Supplementary Cash Flow Information
Cash paid for Interest $76,425 $100,764 $97,639
Cash paid for Income taxes $ $ $

Non-cash Transactions — Note 12

SEE ACCOMPANYI NG NOTES



INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS' DEFICIENCY
for the years ended June 30, 2003, 2002 and 2001

(Stated in Canadian Dollars)

Common Stock (Restated —
Issued Note 15)
Shares Amount Deficit Total
Balance, June 30, 2000 10,239,938 $10,733434 $(11,132,998) $(399,564)
Issue of shares for cash pursuant to exercise of warrants— at $0.10 1,443 417 144,342 - 144,342
Issue of shares for cash pursuant to exercise of options— at $0.10 735,000 73,500 - 73,500
—at $0.15 120,000 18,000 - 18,000
Net loss for the year - - (453,979) (453,979)
Balance, June 30, 2001 12,538,355 10,969,276 (11,586,977) (617,701)
Issue of shares for cash pursuant to exercise of options —at $0.10 600,000 60,000 - 60,000
Net loss for the year - - (317,041 (317,041)
Balance, June 30, 2002 13,138,355 11,029,276 (11,904,018) (874,742)
Issue of shares for cash pursuant to a private placement— at $0.10 3,500,000 350,000 - 350,000
Less: finders fees - (30,000) - (30,000
Issue of shares pursuant to debt settlement agreements— at $0.15 2,000,000 300,000 - 300,000
Net income for the year - - 46,775 46,775
Balance, June 30, 2003 18,638,355 $11,649276  $(11,857,243) $(207,967)

SEE ACCOVPANYI NG NOTES
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Note 1

Note 2

INTERNATIONAL BARRIER TECHNOLOGY INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2003 and 2002
(Stated in Canadian Dallars)

Nature and Continuance of Operations

The Company was incorporated under the British Columbia Company Act and is publicly traded on the
TSX Venture Exchange in Canada and the OTC Bulletin Board in the United States of America

The Company’s principal business activity is the manufacture and sale of fire-rated building materiasin the
United States of America

These consolidated financia statements have been prepared on a going concern basis. The Company has a
working capital deficiency of $245,303 as at June 30, 2003 and has accumulated $11,857,243 of |osses since
inception. The Company’s ability to continue as a going concern is dependent upon the ability of the
Company to generate profitable operations in the future and/or to obtain the necessary financing to meet its
obligations and repay its liabilities arising from normal business operations when they come due.

Significant Accounting Policies

These consolidated financial statements have been prepared in accordance with generally accepted
accounting principles (“GAAP’) in Canada and are stated in Canadian dollars. Except as disclosed in
Note 18, these financia statements conform in all material respects with GAAP in the United States of
America. Because a precise determination of many assets and liabilities is dependent upon future events,
the preparation of financial statements for a period necessarily involves the use of estimates which have
been made using careful judgement. Actual results could differ from these estimates.

The financia statements have, in management’ s opinion, been properly prepared within reasonable limits of
materiality and within the framework of the significant accounting policies summarized below:

(a)Principles of Consolidation

These consolidated financial statements include the accounts of International Barrier Technology Inc.
and its wholly-owned subsidiaries, Pyrotite Coatings of Canada Inc., a British Columbia company and
Barrier Technology Corporation, a US company. All inter-company transactions and balances have
been eliminated.

(b)Inventory
Inventory is valued by management at the lower of average cost and net realizable value.
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 2

Significant Accounting Policies — (cont’ d)

(c)Capital Assets and Amortization
Capital assets are recorded at cost. Amortization is provided using the following methods and rates:

Manufacturing equipmentstraight line over 5 years
Equipment and furniture20% - declining balance
Computer egquipment30% - declining balance
Railway spur 4% - declining balance

Equipment under capital lease20% - declining balance
Building under capital leasestraight line over 20 years

(d)Leases

Leases are classified as capital or operating leases. A lease that transfers substantially all of the benefits
and risks incidental to the ownership of property is classified as a capital lease. At the inception of a
capital lease, an asset and an obligation are recorded at an amount equal to the lesser of the present
value of the minimum lease payment and the property’s fair value at the beginning of the lease. All
other leases are accounted for as operating leases wherein rental payments are expensed as incurred.

(e)Foreign Currency Translation

Monetary assets and liabilities denominated in United States dollars are trandated into Canadian dollars
at the exchange rate prevailing at the end of the year. Non-monetary assets and liabilities and revenues
and expenses are trandlated at the exchange rate prevailing at the respective transaction dates.
Tranglation gains and losses are recognized in the current year.

(f)Research and Development Costs

Research and development costs are expensed in the year in which they are incurred.

(g)Basic and Diluted L oss Per Share

Basic earnings per share are computed by dividing the loss for the year by the weighted average number
of common shares outstanding during the year. Diluted earnings per share reflect the potential dilution
that could occur if potentialy dilutive securities were exercised or converted to common stock. The
dilutive effect of options and warrants and their equivalent is computed by application of the treasury
stock method and the effect of convertible securities by the “if converted” method. Fully dilutive
amounts are not presented when the effect of the computations are anti-dilutive due to the losses
incurred. Accordingly, there is no difference in the amounts presented for basic and diluted loss per
share.
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 2

Significant Accounting Policies — (cont’ d)

(h)Eair Vaue of Financial Instruments

The Company’s financial instruments consist of cash, accounts receivable, bank indebtedness, accounts
payable and accrued ligbilities, due to related parties, long-term debt and obligation under capital |eases.
The fair values of these financial instruments approximate their carrying values. Unless otherwise
noted, it is management’s opinion that the Company is not exposed to significant interest, currency or
credit risks arising from these financial instruments.

(i)Unearned Income

Unearned income represents a prepayment in respect to a contract for future sales. Revenueis
recognized on this prepayment at a rate of 3% of sales to the customer.

(j) Stock-based Compensation

The Company has a share purchase option plan which is described in Note 9. No compensation expense
is recognised for this plan when shares or share purchase options are issued to employees or directors.
Any consideration paid by employees or directors on exercise of share purchase options or purchase of
shares is credited to share capital. If shares or share purchase options are repurchased from employees
or directors, the excess of the consideration paid over the carrying amounts of the shares or share
purchase options cancelled is charged to deficit.

Effective for fiscal years beginning on or after January 1, 2002, public companies are required to adopt
the new recommendations of the Canadian Institute of Chartered Accountants regarding accounting for
Canadian Stock-based Compensation. These new requirements require that all stock based payments to
non-employees and direct awards of stock to employees be accounted for using a fair value based
method of accounting. However, the new standard permits the Company to continue its existing policy
of not recording compensation cost on the grant of stock options to employees with the addition of pro
forma information. The Company has elected to apply the pro forma disclosure provisions of the new
standard to awards granted on or after July 1, 2002.

(k) Revenue Recognition

(HBuilding Supplies
Revenue is recognized upon shipment, when the rights of the ownership of the building supplies are
transferred to the purchaser.

Shipping and handling costs billed to customers have been included in revenue and shipping and
handling costs expense have been included in cost of sales.

(ii)License Fees

License fees revenue is recognized when the licensor records the sale of products from IPOSB
technology.
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financial Statements

June 30, 2003 and 2002
(Stated in Canadian Dollars)

Note 2

Note 3

Note 4

Significant Accounting Policies — (cont’ d)

(DIncome Taxes

The Company follows the ligbility method of accounting for income taxes. Under this method, current
income taxes are recognized for the estimated income taxes payable for the current year. Futureincome
tax assets and liabilities are recognized in the current year for temporary differences between the tax and
accounting basis of assets and liabilities as well as for the benefit of losses available to be carried
forward to future years for tax purposes. Future income tax assets and liabilities are measured using tax
rates and laws expected to apply in the years in which those temporary differences are expected to be
recovered or settled. The effect of a change in tax rates on future income tax assets and liabilitiesis

recognized in operations in the year of change.

Inventory
2003 2002
Raw materials $71,397 $73,683
Finished goods 4419 10,975
$75,816 $84,658
Capita Assets
2003 2002
Accumulated
Cost Amortization Net Net
Manufacturing equipment $559,242 $541,227 $18,015 $29,019
Equipment and furniture 14,064 12,048 2,016 2521
Computer eguipment 18,867 18,079 788 1,125
Railway spur 132,449 27,625 104,824 109,192
724,622 598,979 125,643 141,857
Assets under capital lease
Equipment 43,190 21,790 21,400 28,336
Land 74,434 - 74434 74434
Building 1,102,673 411,758 690,915 746,049
$1,944,919 $1,032,527 $912,392 $990,676

Amortization of assets under capital leases included in amortization expense for the year ended June 30,

2003 is $66,438 (2002: $62,218; 2001: $56,057).
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 5

Note 6

License and Technology Rights - Note 14

2003 2002
Cost $868,351 $794,961
Less:Accumulated Amortization (234,895) (234,895)
Write-off - terminated License Agreement (560,065) (560,065)
$73,391 $1

Pursuant to a revised License Agreement dated January 1, 1996 with Pyrotite Corporation (“Licensor”), the
Company was granted the rights to use certain Licensor patents, trademarks and know-how to manufacture

and sell certain Pyrotite products and substances in the territory of the USA. This agreement expires
January 1, 2015.

In a previous year, the Company wrote-off its license fees, in the amount of $560,065, directly associated

with the purchase of the rights to manufacture fire retardant application products in the USA, acquired
pursuant to a terminated License Agreement dated March 27, 1992.

During the year ended June 30, 2003, the Company paid $73,390 (US$50,000) as a non-refundable deposit
with respect to the proposed acquisition of all of the Licensor’s right, title and interest worldwide in and to
the Fire Retardant Technology and Trademark for atotal purchase price of US$1,000,000. The Company is
currently in negotiations with the Licensor to formalize the terms of the agreement but it is uncertain if an

agreement will be reached.

Bank Indebtedness

2003 2002
Current account overdraft $ $38,807
Operating loan 101,899 30,551
$101,899 $69,358

The operating loan payable in US dollars (US$75,621) bears interest at 9.50% per annum, is secured by
accounts receivable and is due on demand.
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 7

Long-term Debts

2003 2002
Loan payable in US dollars (US $26,451) is unsecured,
repayable in monthly amounts of US $510 including interest
at 4% per annum, due March 10, 2008 $35,643 $
Loan payable in US dollars was repayable in monthly
amounts of US$1,063 including interest at 10.5% per annum
and was secured by a floating charge over inventory and
capital assets - 14,7719
Loan payable in US dollars (US$14,214) is secured by a
director’s guarantee and is repayable in monthly amounts of
US$487 including interest at 10.5% per annum, due April 1,
2006 19,153 27,759
Promissory note payable in US dollars was secured by
capital assets and was repayable in monthly amounts of
US$833 including interest at 6% per annum. This
promissory note payable was forgiven as of June 30, 2003 - 93,853
Loan payable in US dollars (US$36,400) is non-interest
bearing, repayable in quarterly amounts of US$2,275 and is
secured by alien on the railway spur, due January 10, 2007 49,049 68,987
103,845 205,378
Less: current portion (25,052 (44,048
$78,793 $161,330
Principal payments for the next five years are as follows:
2004 $25,052
2005 25,948
2006 26,659
2007 20,099
2008 6,087
$103,845
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 8

Note 9

Obligation Under Capital Leases

Future minimum lease payments on the obligation under capital leases together with the obligation due

under capital leases are as follows:

2004 $119,200
2005 119,200
2006 110,146
2007 110,146
2008 107,411
Thereafter 744,048

1,310,151
Less. amount representing interest (376,137)

934,014
Less. current portion (64,360)
Long-term portion $369,654

The capital |eases bear interest at various rates from 6% to 13.5%.

Interest on capital leases included in interest on long-term debt for the year ended June 30, 2003 is $63,878
(2002: $69,346; 2001: $66,322).

Share Capitd

a)Authorized:

100,000,000 common shares without par value

b)Escrow:
At June 30, 2003, 173,452 shares are held in escrow by the Company’s transfer agent. The release of these

shares is subject to the direction or determination of the relevant regulatory authorities.

c)Commitments:
Stock-based Compensation Plan

At June 30, 2003, the Company has granted options to purchase 1,110,000 common shares of the Company.
The options are granted with an exercise price equal to the market price of the Company’s shares on the date of

the grants.
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Internationa Barrier Technology Inc.

Notes to the Consolidated Financia Statements
June 30, 2003 and 2002

(Stated in Canadian Dollars)

Note 9

Share Capital — (cont’d)

c)Commitments. — (cont’d)
Stock-based Compensation Plan

A summary of the status of company’s share purchase option plan as of June 30, 2003 and 2002 and changes

during the years ending on those dates is presented below:

2003 2002
Weighted Weighted
Average Average
Number Exercise Number Exercise
of Shares Price Of Shares Price
Options outstanding and
exercisable at beginning of the year 1,310,000 $0.10 1,240,000 $0.10
Granted 600,000 $0.10 830,000 $0.10
Expired or cancelled (800,000) $0.10 (160,000) $0.125
Exercised - - (600,000) $0.10
Options outstanding and
exercisable at end of the year 1,110,000 $0.10 1,310,000 $0.10

The following summarizes information about share purchase options outstanding as at June 30, 2003:

Exercise Expiry
Number Price Date
510,000 $0.10 June 5, 2007
600,000 $0.10 March 5, 2008

1,110,000
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Note 9

Note 10

Share Capital — (cont’d)

¢)Commitments: — (cont’ d)
Stock-based Compensation Plan — (cont’ d)

A non-cash compensation charge of $32,000 associated with the granting of options to consultants will
be recognized in the financial statements of the Company over the vesting period (next 16 months). A
compensation charge associated with directors' options in the amount of $16,000 will not be recognized
in the financial statements, but will be included in the pro forma disclosure. The pro forma amounts
disclosed below include acompensation charge of $12,000. This amount represents the vested portion
to June 30, 2003. These compensation charges have been determined under the fair value method using
the Black-Scholes option pricing model with the following assumptions:

Expected dividend yield 0.0%
Expected volatility 94.6%
Risk-free interest rate 3.5%
Expected term in years 5

Had the fair value method been used for those options issued to employees and directors', the
Company’s net income and earnings per share would have been adjusted to the pro forma amounts
indicated below:

Y ear ended
June 30, 2003
Net income for the year As reported $46,775
Pro forma $34,775
Basic and diluted earnings per share As reported $0.00
Pro forma $0.00

Research and Development Costs

Research and development expense consists of the following for the years ended June 30, 2003, 2002 and
2001:

2003 2002 2001
Sdaries $ $21,707 $58,286
Testing services 25,850 14,375 28,207
$25,850 $36,082 $84,493
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Note 11 Related Party Transactions

The Company was charged the following by directors or private companies with common directors during
the years ended June 30, 2003, 2002 and 2001:

2003 2002 2001
Consulting fees $5,000 $ $
Interest and bank charges 8470 21512 19,943
Wages and management fees 181,037 177,093 172,800
$194,507 $198,605 $192,743

These charges were measured by the exchange amount, which is the amount agreed upon by the transacting
parties.

Included in accounts payable and accrued liabilities is $3,166 (2002: $62,097) owing to directors of the
Company.

The amount due to related parties of $18,225 (2002: $217,256) consists of amounts due to directors or private
companies with common directors with respect to unpaid managements fees, interest and advances. These
amounts are unsecured, have no specific terms of repayment and bear interest at 10% per annum.

Note 12 Non-cash Transactions

Investing and financing activities that do not have a direct impact on current cash flows are excluded from the
statements of cash flows. During the years ended June 30, 2003 and 2002, the following transactions were
excluded from the statements of cash flows:

June 30, 2003

— the Company issued 2,000,000 common shares at $0.15 per share to settle accounts payable and
amounts due to related parties totalling $300,000.

June 30, 2002
— the Company acquired a capital asset with a cost of $31,731 by way of a capital lease.

Note 13 Income Taxes

The Company has non-capital losses in Canada totalling $659,582 which expire in 2010 and non-capital
losses in the United States totalling $750,415 which expire in 2023. In addition, the Company has Scientific
Research and Experimental Development Expenditures in Canada of $1,087,818 which may be carried
forward indefinitely to reduce taxable income in future years. The potential future income tax benefit is not
reflected in these financia statements.
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Note 13

Note 14

Income Taxes — (cont’d)

Significant components of the Company’s future income tax assets are as follows:

2003 2002
Non-capital losses carried forward 15433 $18.989
Scientific Research and Experimental Development expenses 387,480 387,480
Net carrying amount of capital assets 1,627,717 1,627,717
2,530,630 2,834,186
L ess valuation allowance (2,530,630) (2,834,186)
$ $

The amount taken into income as a future tax asset must reflect that portion of the tax asset which is likely
to be realized from future operations. Considering the Company’s cumulative losses in recent years, the
Company has chosen to provide an allowance of 100% against al available tax assets, regardless of their
terms of expiry.

Commitments

Technology Royalty

Pursuant to a revised License Agreement dated January 1, 1996 with Pyrotite Corporation (“Licensor”) the
Company is required to pay aroyalty of 3% of USA fire retardant product gross sales, minimum
US$100,000 per annum from January 1, 1996 onward. The Company has granted to the Licensor the rights
to certain technology referred to as IPOSB Technology.

The Licensor is required to pay the Company aroyalty of 3% of USA gross sales from the |IPOSB
technology, minimum of US$50,000 per annum from January 1, 1996 onward.

License fee expense consists of the following for the years ended June 30, 2003, 2002 and 2001

2003 2002 2001
License fee expense $151,080 $156,770 $151,790
License fee revenue (75,540) (78,385) (75,895)
$75,540 $78,385 $75,895
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Note 15

Note 16

Note 17

Note 18

Prior Period Restatement

The Company changed its accounting policy with respect to the deferral and amortization of foreign
exchange gaing/losses on long-term debt in accordance with the Canadian Institute of Chartered
Accountants recommendations. The new recommendations require the inclusion in current income of all
foreign exchange gaing/losses on long-term debt instruments. As aresult of this retroactive adjustment, the
opening deficits for the years ended June 30, 2002 and 2001 were increased by $111,717 and $86,610
respectively. In addition, the net loss for the year ended June 30, 2001 was increased by $25,107.

Subseguent Events

Subsequent to June 30, 2003, the Company:

i) completed a private placement of 1,000,000 common shares at $0.30 per share for proceeds of
$300,000;

i) issued 100,000 common shares as finders fees related to the above private placement;

iii) issued 21,500 common shares at $0.10 per share pursuant to the exercise of share purchase options;
and

iv) granted 320,000 share purchase options to directors and consultants entitling the holders thereof the
right to purchase one common share for each option held at $0.26 per share until July 10, 2005.

Comparative Figures

Certain comparative figures have been restated to conform with the presentation adopted for the current
year.

Differences Between Canadian and United States of America Accounting Principles

The financia statements have been prepared in accordance with accounting principles generally accepted in
Canada (“ Canadian GAAP") which differ in certain respects with those principles and practices that the
Company would have followed had its financia statements been prepared in accordance with accounting
principles and practices generally accepted in the United States of America (*US GAAP”).

The Company’ s accounting principles generally accepted in Canada differ from accounting principles
generaly accepted in the United States of Americaas follows:
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Note 18 Differences Between Canadian and United States of America Accounting Principles — (cont’ d)

a) Stock-based Compensation

The Company grants stock options at exercise prices equa to the fair market value of the
Company’s stock at the date of the grant. Pursuant to APB 25, the compensation charge associated
with non-employees options is recorded in the reconciling items. The compensation charge for
employees is not recognized in this circumstance. Under SFAS 123, it is required to present pro-
forma information as to the effect on income and earnings per share as if the Company had
accounted for its employee stock options under the fair value method of that statement. Had
compensation cost been determined based on the fair value at the grant dates for those options
issued to directors and employees, the Company’s net loss and loss per share for the years ended
June 30, 2002 and 2001 would have been increased to the pro-forma amounts indicated below:

2002 2001
Net loss in accordance with US GAAP as reported
(Note 18 (b)) $(317,041) $(453,979)
Pro-forma adjustment for SFAS-123 (41,500) (54,000)
Pro-forma net loss $(358,541) $(507,979)
Pro-forma net loss per share $(0.03) $(0.05)

The fair value of these options was estimated at the date of the grant using the following weighted
average assumptions:

Y ears ended June 30,
2002 2001
Volatility fact of expected market price of the Company’s
shares 76.5% 73.6%
Dividend yield 0% 0%
Weighted average expected life of stock options 5yrs 1year
Risk-free interest rate 3% 4%
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Note 18 Differences Between Canadian and United States of America Accounting Principles — (cont’ d)

b)The impact of the above on the financial statements for the fiscal years ended June 30 are as follows:

2003 2002 2001
Net income (loss) for the year per
Canadian and US GAAP $46,775 $(317,041) $(453,979)
Basic income (loss) per share per
Canadian and US GAAP $0.00 $(0.03) $(0.04)
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SIGNATURE PAGE
Pursuant to the requirements of Section 12g of the Securities Exchange Act of 1934, the Registrant certifies that it meets all of

the requirements for filing on Form 20-F and has duly caused this Annual Report to be signed on its behalf by the undersigned,
thereunto duly authorized.

jonal : hnologi 3 )
Registrant

Dated: December 30, 2003 By '
Michael Huddy, President/CEQ/Director

Dated: December 30, 2003 By /s/ David Corcoran
David Corcoran, CFO/Secretary/Director
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Exhibit 12

1.

5.

CERTI FI CATI ON

M chael Huddy, Chief Executive O ficer, certify that:

| have reviewed this annual report on Form 20-F of |nternational Barrier
Technol ogy Inc.

Based on ny knowl edge, this report does not contain any untrue statenent of a
material fact or omit to state a material fact necessary to nake the statenents
made, in light of the circunstances under which such statenments were nade,

not msleading with respect to the period covered by this report;

Based on ny knowl edge, the financial statenents, and other financial
information included in this report, fairly present in all materi al
respects the financial condition, results of operations and cash fl ows of
the conpany as of, and for, the periods presented in this report;

The conpany’s other certifying officer(s) and | are responsible for
establishing and nmaintaining disclosure controls and procedures (as defined
i n Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rul es 13a-15(f) and 15d
-15(f)) for the conpany and have:

(a) Designed such disclosure controls and procedures, or caused such
di scl osure controls and procedures to be designed under our supervision
to ensure that material information relating to the conpany, including
its consolidated subsidiaries, is nade known to us by others within
those entities, particularly during the period in which this report is
bei ng prepared;

(b) Designed such internal control over financial reporting, or caused such
internal control over financial reporting to be designed under our
supervi sion, to provide reasonabl e assurance regarding the reliability
of financial reporting and the preparation of financial statenents for
external purposes in accordance with generally accepted accounting
princi pl es;

(c) Evaluated the effectiveness of the conpany’s disclosure controls and
procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

(d) Disclosed in this report any change in the conpany’s internal contro
over financial reporting that occurred during the period covered by the
annual report that has materially affected, or is reasonably likely to
materially affect, the conpany’s internal control over financial
reporting; and

The conpany’s other certifying officer(s) and I have disclosed, based on
our nmost recent evaluation of internal control over financial reporting, to
the conpany’s auditors and the audit conmttee of the conpany’s board of
directors (or persons perfornmng the equivalent functions):

(a) Al significant deficiencies and materi al weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the conpany’s ability to record,
process, sunmarize and report financial information; and

(b) Any fraud, whether or not material, that involves nmanagenment or other
enpl oyees who have a significant role in the conpany’s internal contro
over financial reporting.

Date: Decenber 30, 2003
M chael Huddy
Chi ef Executive O ficer
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CERTI FI CATI ON  PURSUANT TO THE SARBANES- OXLEY ACT
18 U.S. C. SECTI ON 1350

AS ADOPTED PURSUANT TO SECTI ON 906
OF THE SARBANES- OXLEY ACT OF 2002

I, Mchael Huddy, Chief Executive Oficer of International Barrier Technol ogy Inc.
(the “Conpany”) do hereby certify, pursuant to 18 U. S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to nmy know edge:

1. Thi s Annual Report on Form 20-F of the Conpany for the period ended June
30, 2003, as filed with the Securities and Exchange Commi ssion (the
“report”), fully conplies with the requirenments of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934; and

2. The information contained in the report fairly presents, in all material
respects, the financial condition and results of operations of the
Conpany.

Dat e: Decenber 30, 2003

M chael Huddy
Chi ef Executive Oficer
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