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INTERNATIONAL BARRIER TECHNOLOGY INC.
QUARTERLY REPORT
for the six months ended December 31, 2003

Schedule A: Financial Statements
— Seeconsolidated financial statements attached

Schedule B:
1 Analysis of expenses and deferred costs:

General and administrative expenses
— Seeconsolidated financial statements attached

Cost of Sales
Materials $ 752,798
Plant wages 149,435
Plant overhead 73,304
$ 975,537
2. Related party transactions:
a) See Note 3 to the consolidated financial statements attached
3. Summary of securities issued and options granted during the period:
a) Common sharesissued during the period
Date Type Cash Commissions
of Issue Number of Issue Price Proceeds Paid
August 12, 2003 1,000,000 Private placement $0.30 $ 300,000 $
August 12, 2003 100,000 Findersfee - $ - $
October 20, 2003 21,500 Exercise of stock $0.10 $ 2,150 $
options
b) Options granted during the period:
Exercise
Date of Option Number Optionee Price Expiry Date
July 10, 2003 100,000 Michael Huddy $0.26 July 10, 2005

July 10, 2003 220,000 Consultants $0.26 July 10, 2005
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Schedule C:

Summary of securities as at the end of the period:

a)
b)
c)

d)

Description of authorized share capital
— See Note 2 to the consolidated financia statements

Number and recorded value for sharesissued and outstanding
— See Note 2 to the consolidated financial statements

Description of options, warrants and convertible securities outstanding
— SeeNote 2 to the consolidated financial statements

Number of shares subject to escrow or pooling agreements. 173,452

List of directors and officers as at the date of this report:

David Corcoran, Director

Victor Y ates, Director

Michael Huddy, President and Director
Linsay B. Nauen,, Secretary

Management Discussion and Analysis

See attached



INTERNATIONAL BARRIER TECHNOLOGY INC.
QUARTERLY REPORT
for the six months ended December 31, 2003

Schedule C: Management Discussion & Anaysis

Report to Shareholders

Dear Shareholder:

During the second quarter of fiscal 2004, International Barrier Technology Inc. recognized revenue of CDN
$561,266, down 7.5% from the same period last year. Y ear-to-date revenue was $1,126,354, down 3.9%
from last year. Barrier reported a net loss for the fiscal second quarter of $121,987, compared to a net profit
of $14,851 in the prior year. The year-to-date net loss of $258,308 compares to the prior year's net loss of
$125,549. We ended the quarter with a cash position of $93,447 compared to $16,795 last year. Our
working capital deficiency was $193,248, a dramatic improvement compared to adeficiency of $777,172in
the prior year.

Historically high plywood and oriented strand board prices continued to cause many of our distributors to
maintain reduced inventory levels of Blazeguard, resulting in lower sales volume, revenue, and gross profit.
At the same time, Barrier invested in production trials to prepare for the expected Mule-Hide product
launch (discussed below) in the new calendar year, and incurred higher expenses for investor relations and
legal fees for marketing and other agreements. This combination of factors resulted in the increased year-
over-year net loss.

During the fiscal second quarter Barrier achieved two milestones that significantly transformed the growth
outlook for the company in calendar 2004 and beyond. The first milestone was achieving certification from
Underwriters Laboratories (UL) for Barrier's new roof deck system for commercial modular buildings,
paving the way to a valuable new market opportunity.

The second milestone was the December 16th announcement of a marketing and sales agreement with
Mule-Hide Products Co., Inc. (“Mule-Hide"), a supplier of commercia roofing products. The agreement
granted Mule-Hide the exclusive right to market, sell, and distribute Blazeguard®, Barrier’s proprietary fire
resistant wood panel, into the commercial modular roofing market as part of the recently UL-certified roof
deck assembly. Mule-Hide is affiliated with ABC Supply, Inc., a leading supplier of roofing and siding
products with sales exceeding US$1 billion and over 215 locations nationwide.

Subsequent to this reporting period, Barrier closed a C$768,000 financing, shipped the first orders to Mule-
Hide customers, and engaged a new manufacturers representative for the mid-Atlantic region with the goa
of replicating the success of this marketing strategy in Forida. We will continue to invest in growing sales
in the existing multi-family dwelling market, supporting Mule-Hide in the commercial modular building
market, and expanding our geographic presence. We will invest in streamlining production processes and
increasing profitability.

With a significantly improved balance sheet, positive working capital, and a new sales agreement, Barrier is
positioned at the beginning of a growth phase that is unique in the company’s history. This calendar year
truly presents an exciting new phase for International Barrier and its shareholders.

On behalf of management and the Board of Directors, | thank Barrier's shareholders, stakeholders, and
employees for their support and effort.

“Mike Huddy”
Dr. Michael Huddy, President
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M anagement Discussion & Analysis

Description of Business

The Company ("Barrier") manufactures and sells fire-rated building materials primarily in the United States
of America. Barrier's common shares are listed for trading on the TSX Venture Exchange in Canada and the
over-the-counter Bulletin Board in the United States of America.

Discussion of Operations

Revenue reported for the second quarter of fiscal 2004 was CDN $561,266, down 7.5% from the same
period last year. Y ear-to-date revenue was $1,126,354, down 3.9% from last year. Historically high prices
for plywood and oriented strand board (OSB) continued to cause many of our distributors to maintain
reduced inventory levels of Blazeguard. Sales volume was up 5.4% over the prior quarter, but was down
13.3% compared to the same period last year. Six month sales volume was down 11.8% compared to the
prior year.

Cost of goods sold increased by 3.9% for the three month period and 7.1% for the six month period
compared to last year. While the majority of this increase was due to price increases for OSB and plywood,
labor per sguare foot was up dlightly. This increase reflects inefficiencies in running the production line
with less volume. The capacity of the production facility in Watkins, Minnesota is far beyond the volumes
produced this quarter. As sales and production volume increase during the next quarters, management
expects the unit labor cost to again decline.

Gross profit was down by $63,534 for the three months and $109,752 for the six months ending December
31%. Gross margins declined from 22.1% to 12.5% for the comparable quarters, and from 22.2% to 13.4%
for the comparable six-month periods. The decline in the gross margin occurred largely because of
unprecedented high prices for OSB and plywood panels. Barrier adds a fixed handling fee rather than a
percentage mark-up to the substrate materials, consequently increases in OSB and plywood prices reduce
the resulting gross margin percentage.

Operating expenses increased from $(13,559) to $46,123 for the comparable quarters and from $18,499 to
$56,515 for the six month period year to year. Research and development costs were higher throughout the
six month period as Barrier conducted fire and wind tests and achieved Underwriters Laboratory, Inc.
certification for the new Class A and Class C roof deck assemblies for commercial modular applications,
and invested in preparations and production trials for the product launch.

Administrative expenses increased from $123,789 to $158,173 for the comparable quarters and from
$236,057 to $282,468 for the same six month periods. Changes from last year involved investor relations
($42,284 versus $0 last year) and legal fee increases of $20,102 relating to financing, sales, and technology
acquisition agreements. Barrier also hired an office administrator/accountant to help with administrative and
accounting functions.

Other items of note include aforeign exchange gain of $44,273 for the quarter compared to $11,103 in the
same quarter last year. For the six month period, the foreign exchange gain was $39,195 compared to
$(67,036) last year. A new item, stock-based compensation, added an expense of $15,085 for the quarter
and $57,093 for the six months.

Barrier's net loss for the fiscal second quarter of $121,987 compared to a net profit of $14,851 in the prior
year. The year-to-date net loss of $258,308 compares to the prior year’s net loss of $125,549.
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Liquidity and Capital Resources

Operating cash flow was $(212,266) for the quarter compared to $(17,154) in the same period last year,
and $(256,376) compared to $7,324 in the comparable six month periods. With cash provided from
financing activities of $48,726 (mainly bank indebtedness) for the quarter and $259,332 (resulting from an
equity financing ) for the six month period, net cash flow for the quarter was $(172,001) compared to
$4,046 in the comparable period last year. Net cash flow for the six month period was $(5,505) compared to
$4,046 in the same period last year.

As of December 31%, Barrier had a cash position of $93,447 compared to $16,795 last year. The working
capital deficiency of $193,248 compares to a deficiency of $777,172 at December 31%, 2002.

Subsequent to the reporting period, in January 2004 Barrier completed a private placement in the amount of
1,200,000 units at $0.64 per unit for proceeds of $768,000. This injection of new capital creates a working
capital surplus that will be used to fund working capital requirements relating to the new Mule-Hide
business and salesin our existing markets, as well as for expansion of marketing and sales activities.

Material Transactions

On March 5, 2003, Barrier announced a letter of intent to purchase the worldwide technology rights
(including al relevant patents) to the Pyrotite technology, which represents the foundation of Barrier's
business, from Pyrotite Corporation, Inc. Barrier agreed to pay US $1,000,000 for these rights and made a
non-refundable payment of US $50,000. This agreement is being finalized and given management’s
anticipated successful conclusion to this transaction, Barrier intends to raise sufficient capital to complete
the transaction within a period defined in the purchase agreement. Barrier continues to operate with the
exclusive U.S. license to the technology.

Investor Relations

During the six month period ended December 31, 2003, Barrier incurred investor relations expenses of
$42,284 in order to inform and communicate to shareholders and the public Barrier's progressing business
developments and opportunities.
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INTERIM CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003

(Unaudited)



INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED BALANCE SHEETS
December 31, 2003 and June 30, 2003
(Stated in Canadian Dollars)

(Unaudited)
(Unaudited) (Audited)
December 31, June 30
ASSETS 2003 2003

Current
Cash and term deposits $ 93447  $ 98,952
Accounts receivable 54,461 132,133
Prepaid expenses and deposits 16,192 13,110
Inventory 165,063 75,816
329,163 320,011
Capital assets 885,459 912,392
License and technology rights— Note 4 73,391 73,391
$ 1,288,013 $ 1,305,794

LIABILITIES

Current
Bank indebtedness $ 97,724  $ 101,899
Accounts payable and accrued liabilities— Note 3 299,230 355,778
Dueto arelated party — Note 3 37,350 18,225
Current portion of long-term debts 24,532 25,052
Current portion of obligation under capital leases 63,575 64,360
522,411 565,314
Long-term debts 69,226 78,793
Obligation under capital leases 808,028 869,654
1,399,665 1,513,761

SHAREHOLDERS DEFICIENCY

Share capital — Note 2 11,946,805 11,649,276
Contributed surplus— Note 2 57,093 -
Deficit (112,115,550) (111,857,243)

( 111,652) ( 207,967)

$ 1283013 $ 1,30579%

SEE ACCOMPANYING NOTES



INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF EARNINGS
for the three and six months ended December 31, 2003 and 2002

(Stated in Canadian Dollars)

Sales
Cost of goods sold

Gross profit

Operating Expenses (recovery)
Research and development
License fee expense (recovery)

Administrative Expenses
Accounting and audit fees (recovery)
Advertising
Filing fees
Insurance
Interest and bank charges— Note 3
Interest on long-term debt
Investor relations
Legal fees
Office and miscellaneous
Telephone
Transfer agent fees (recovery)
Travel, promotion, trade shows
Wages and management fees — Note 3

Income (loss) before other items
Other items:
Foreign exchange (loss) income
Amortization
Stock-based compensation
Interest income

Net income (loss) for the period

Basic and diluted earnings (loss) per share  $ (

Weighted average number of shares
outstanding

$(

(Unaudited)
Three months ended Six months ended
December 31, December 31,

2003 2002 2003 2002
561,266 $ 606551 $ 1126354 $ 1,171,674
490,908 472,659 975,537 911,105

70,358 133,892 150,817 260,569
38,909 4,393 41,417 16,935
7,214 17,952) 15,098 1,564
46,123 13,559) 56,515 18,499

( 2,396) 9,533 16,300 21,535
4,822 - 8,272 -

9,190 549 12,262 1,097

2,772 2,892 9,221 10,078
17,014 10,256 23,857 19,429
3,693 14,311 11,370 31,008
21,484 - 42,284 -
18,902 2,619 24,688 4,586
18,023 15,232 30,396 23,601
2,200 1,892 4,862 4,568

( 1,500) 3,922 - 4,673
13,139 7,706 21,463 16,476
50,830 54,877 95,493 99,006
158,173 123,789 300,468 236,057

( 133,9398) 23,662 ( 206,166) 6,013
44,273 11,103 39,195 ( 67,036)

( 17,697) 19,914) ( 35,394) ( 64,526)
( 15,085) - ( 57,093) -
460 - 1,150 -
121,987) $ 14,851 $( 258,308) $( 125,549)
001) $ 0.00 $( 0.01) $( 0.01)
19,753,078 13,138,355 19,488,651 13,138,355

SEE ACCOMPANYING NOTES




INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF DEFICIT
for the six months ended December 31, 2003 and 2002
(Stated in Canadian Dollars)

(Unaudited)
2003
Deficit, beginning of the period $ (11,857,242)
Net loss for the period (  258,308)

Deficit, end of the period $ (12,115,550)

SEE ACCOMPANYING NOTES

2002
$ (11,904,018)
( 125549)

$ (12,029,567)



INTERNATIONAL BARRIER TECHNOLOGY INC.

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
for the three and six months ended December 31, 2003 and 2002
(Stated in Canadian Dollars)

Operating Activities
Net income (loss) for the period
Items not involving cash:
Amortization
Foreign exchange
Stock-based compensation

Changes in non-cash working capital
items related to operations:
Accounts receivable
Prepaid expenses and deposits
Inventory
Accounts payable and accrued

expenses
Dueto related parties

Cash provided by (used in) operating
activities

Investing Activity
Purchase of capital assets

Cash used in investing activity

Financing Activities
Increase (decrease) in bank
indebtedness
Decrease in long term debts
Decrease in obligation under
capital leases
Decrease in unearned income
Common shares issued for cash net of
share issue costs

Cash provided by financing activities

Increase (decrease) in cash and term
deposits during the period

(Unaudited)

Three months ended December 31,

Six months ended December 31,

2003 2002 2003 2002
$( 121,987) $ 14851 $ ( 258,308) $ ( 125,549)
17,697 19,914 35,394 64,526
( 40,720) ( 8,407) ( 38,476) 53,093
15,085 - 57,093 -
( 129,925) 26,358 (  204,297) ( 7,930)
15,990 ( 92,300) 77,672 ( 43,071)
( 1,169) ( 3,530) ( 3,082) ( 2,235)
( 35,919) 7,282 ( 89,247) 17,192
( 70,918) 25,480 ( 56,547) 10,255
9,675 19,556 19,125 33,113
( 212,266) ( 17,154) ( 256,376) 7,324
( 8,461) ( 4,091) ( 8,461) ( 20,713)
( 8,461) ( 4,091) ( 8,461) ( 20,713)
62,451 48,986 ( 4,175) 65,014
( 3,071) ( 21,321) ( 6,306) ( 29,899)
( 12,804) ( 2,240) ( 27,716) ( 15,745)
- ( 134) - ( 1,935)
2,150 - 297,529 -
48,726 25,291 259,332 17,435
( 172,001) 4,046 ( 5,505) 4,046

.../ICont’'d.

SEE ACCOMPANYING NOTES



INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
for the three and six months ended December 31, 2003 and 2002

(Stated in Canadian Dollars)
(Unaudited)

Three months ended December 31,
2003 2002

Cash and term deposits, beginning of
the period 265,448

Continued

Six months ended December 31,

2003

98,952

2002

Cash and term deposits, end of the
period $ 03,447 $

4046 $

93,447

Supplemental disclosure of cash flow
information:
Cash paid for:
Interest $ 15514 $

30,034

Income taxes $ - $

SEE ACCOMPANYING NOTES



Note 1

Note 2

INTERNATIONAL BARRIER TECHNOLOGY INC.
NOTESTO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2003
(Stated in Canadian Dollars)

(Unaudited)

Interim Reporting

The unaudited interim financial statements have been prepared in accordance with Canadian
generally accepted accounting principles for interim financial information and follow the same
accounting policies and methods of their application as the Company’s most recent annual
financial statements. These interim financial statements do not include all of the disclosure
included in the annua financia statements, and accordingly, they should be read in
conjunction with the annua financial statements for the year ended June 30, 2003. In the
opinion of management, all adjustments considered necessary for fair presentation have been

included in these financial statements.

Share Capital

Authorized:
100,000,000 common shares without par value

I ssued:

Balance, June 30, 2003

For cash
Pursuant to a private placement — at $0.30
Pursuant to exercise of stock options— at $0.10
Finder'sfee

Less. shareissue costs

Balance, December 31, 2003

Escrow:

Number $
18,638,355 11,649,276
1,000,000 300,000
21,500 2,150
100,000 -
- (4,621)
19,759,855 11,946,805

At December 31, 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 bodies.

Commitments:
Stock-based Compensation Plan

At December 31, 2003, the Company has granted directors, officers and consultants the option

to purchase 1,408,500 common shares of the Company.



International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2003 - Page 2

(Stated in Canadian Dollars)

(Unaudited)

Note 2 Share Capital — (cont’ d)

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

A summary of the status of company’s stock option plan for the six months ended December
31, 2003 is presented below:

Weighted
Average
Number Exercise
of Shares Price
Outstanding, beginning of the period 1,110,000 $0.10
Granted 320,000 $0.26
Exercised (21,500) $0.10
Outstanding, end of the period 1,408,500 $0.14
Exercisable, end of the period 1,133,500 $0.13

The following summarizes information about the stock options outstanding at December 31,

2003:
Exercise Expiry
Number Price Date
320,000 $0.26 July 10, 2005
510,000 $0.10 June 5, 2007
578,500 $0.10 March 5, 2008

1,408,500

The compensation charge associated with the consultant’s options in the amount of $57,093
has been recorded in the financial statements. The fair value of the stock compensation of
$32,340 associated with directors’ options has not been recognized in the financia statements,
but disclosed in the pro forma amounts below. The fair value of these compensation charges
have been determined using the Black-Scholes option pricing model with the following

assumptions:
Expected dividend yield 0.0%
Expected volatility 137%
Risk-free interest rate 2.68%

Expected term in years 2



International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2003 - Page 3

(Stated in Canadian Dollars)

(Unaudited)

Note 2 Share Capital — (cont’ d)

Commitments: — (cont’ d)
Stock-based Compensation Plan — (cont’ d)
The Company’s pro forma net loss and loss per share is asfollows:

Six months ended
December 31, 2003

Net loss As reported $ ( 258,308)
Pro forma $ ( 290,648)
Basic and diluted loss per share As reported $ ( 0.01)
Pro forma $ ( 0.01)

Note 3 Related Party Transactions

The Company was charged the following by directors of the Company or private companies
with common directors during the three and six months ended December 31, 2003 and 2002:

Three months ended Six months ended
December 31, December 31,
2003 2002 2003 2002
Interest and bank charges $ 675 $ 4557 $ 1125 $ 9,113
Wages and management fees 39,013 48,870 81,133 93,006

$ 39688 $ 53427 $ 82258 $ 102,119

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 at December 31, 2003 is $6,194 (June 30,
2003: $3,166) owing to directors of the Company.

The amount due to arelated party at December 31, 2003 of $37,350 (June 30, 2003: $18,225)
consists of amounts due to a private company with a common director. These amounts are
unsecured, have no specific terms of repayment and bear interest at 10% per annum.



International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2003 - Page 4

(Stated in Canadian Dollars)

(Unaudited)

Note 4

Note 5

Note 6

License and Technology Rights

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.

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 al of the Licensor’s right, title
and interest worldwide in and to the Fire Retardant Technology and Trademark for a total
purchase price of US$1,000,000. The Company is currently in negotiations with the Licensor
to formalize the terms of the agreement and it is expected that an agreement will be reached
shortly.

Subseguent Events

Subsequent to December 31, 2003:

a) the Company extended its agreement with Econ Investors Relations Inc. which provides
corporate communications planning and strategic financial public relations services.
Commencing in January 2004, the Company will pay $9,250 a month plus expenses and
grant additional stock options of up to 120,000 common shares convertible at $0.80 per
share for aperiod of two yearsfor its services.

b) the Company completed a non-brokered private placement in the amount of 1,200,000
units at $0.64 per unit for proceeds of $768,000. Each unit consists of one common share
of the Company and one non-transferable common share purchase warrant at $0.80 per
share for aperiod of one year.

Canadian and United States of America Accounting Principles

The financial statements have been prepared in accordance with accounting principles
generally accepted in Canada, which do not differ with those principles and practices that the
Company would have followed had its financial statements been prepared in accordance with
accounting principles generally accepted in the United States of America.
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