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PART |
FI NANCI AL | NFORMATI ON

I TEM 1. FI NANCI AL STATEMENTS

INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2005

(Stated in U.S. Dallars)

(Unaudited)
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ITERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED BALANCE SHEETS
December 31 and June 30, 2005
(Stated in U.S. Dollars)

(Unaudited)
December 31, June 30
ASSETS 2005 2005
Current
Cash and term deposits $ 1,145559 $ 1,275,944
Accounts receivable 333,054 252,024
Prepaid expenses and deposits 68,226 16,910
Inventory 201,283 303,356
1,748,122 1,848,234
Plant and equipment 3,241,161 2,079,583
Trademark and technology rights— Note 5 802,079 864,579
$ 5791,362 $ 4,792,396
LIABILITIES
Current
Accounts payable and accrued liabilities $ 370951 $ 290,331
Current portion of long-term debts 9,100 14,688
Current portion of obligation under capital leases 48,693 47,432
428,744 352,451
Long-term debts 9,100 19,434
Obligation under capital leases 533,328 556,095
971,172 927,980
SHAREHOLDERS EQUITY
Share capital — Notes 3 and 6
Authorized:
100,000,000 common shares without par value
| ssued:
29,047,325 common shares (June 30, 2005:
27,645,325 14,778,076 13,898,740
common shares)
Additiona paid in capital 896,948 728,710
Other comprehensive loss (6,735) (43,047)
Deficit (10,848,099) (10,719,987)
4,820,190 3,864,416

$ 5791,362 $ 4,792,396

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
for the three and six months ended December 31, 2005 and 2004
(Stated in U.S. Dollars)

(Unaudited)
Three months ended Six months ended
December 31, December 31,
2005 2004 2005 2004
Sdes $ 1,610,388  $1,040,997 $2,952580 $ 2,110,907
Cost of goods sold 1,287,117 834,140 2,278,143 1,630,754
Gross profit 323,271 206,857 674,437 480,153
Operating expenses
Research and development 19,139 22,524 31,332 44,226
Amortization - plant and 12,506 37,777 27,402 49,275
equipment
Amortization — trademark and 31,249 31,251 62,500 62,502
technology costs
62,894 91,552 121,234 156,003
Administrative expenses
Accounting and audit fees 28,791 4,142 30,471 6,334
Consulting 4,570 48,726 6,820 53,315
Filing Fees 7,389 11,353 9,169 20,939
Insurance 11,745 2,821 17,893 7,752
Interest and bank charges 135 67 355 (1,285)
Interest on long-term debt 7,172 10,050 12,644 19,139
Legal fees 19,702 17,357 28,040 44,022
Office and miscellaneous 22,932 13,266 29,618 16,154
Sales, marketing, and investor 65,885 49,339 162,329 99,021
relations
Stock-based compensation — 166,393 7,752 176,569 684,171
Note 3
Telephone 3,029 1,763 6,555 3,511
Transfer agent fees 5,652 - 8,144 -
Travel, promotion, trade 11,210 7477 20,710 17,166
shows
Wages and management fees 93,253 64,399 185,281 124,099
—Note 4
447,858 238,512 694,598 1,094,338
L oss from operations (187,481) (123,207) (141,395) (770,188)

...lo

SEE ACCOMPANYING NOTES
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Continued

Other items:
Foreign
exchange gain
(loss)
Other income

Net loss for the
period

Deficit,
beginning of the
period

Deficit, end of
the period
Basic and

diluted loss per
share

Weighted
average number
of shares
outstanding

INTERNATIONAL BARRIER TECHNOLOGY INC.
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INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

for the three and six months ended December 31, 2005 and 2004

(Stated in U.S. Dallars)

(Unaudited)
Three months ended Six months ended
December 31, December 31,
2005 2004 2005
(1,536) - (1,536) -
5,125 10,143 14,819 12,569
3,589 10,143 13,283 12,569
(183,892) (113,064) (128,112) (757,619)
(10,664,207) (10,350,356) (10,719,987) (9,705,801)
$(10,848,099) $%10,463,420) $ (10,848,099) $%10,463,420)
$ (0.01) % (0.00) $ (0.00) (0.03)
28,831,445 25,088,349 28,336,618 24,497,417

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

for the six months ended December 31, 2005 and 2004
(Stated in U.S. Dollars)

Operating Activities
Net loss for the period
Items not involving cash:
Amortization — plant and equipment
—trademark and technology
costs
Stock-based compensation
Changes in non-cash working capital items
related to operations
Accounts receivable
Prepaid expenses
Inventory
Accounts payable

Cash provided by operations

Investing Activity
Acquisition of plant and
equipment

Financing Activities
Bank indebtedness
Long-term debts
Capital lease obligations
Common shares issued for
cash, net
of share issue costs

Cash provided by
activities

financing

Effect of exchange rate changes on

cash

Changein cash during period

Cash and term deposits, beginning of the period

Cash and term deposits, end of the
period

(Unaudited)

Six months ended

December 31,

2005 2004
(128,112) (757,619)
27,402 49,275
62,500 62,502
176,569 684,171
(81,029) 175,694
(50,632) (7,866)
102,072 (107,378)
80,196 (134,409)
188,966 (35,630)
(1,188,980) (408,539)
- (100,500)
(15,922) (12,346)
(21,507) (46,067)
871,005 1,329,434
833,576 1,170,521
36,053 61,613
(130,385) 787,965
1,275,944 486,135
$ 1,145,559 $ 1,274,100

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
for the six months ended December 31, 2005 and 2004
(Stated in U.S. Dollars)

(Unaudited)
Six months ended
December 31,
2005 2004
Supplementary cash flow
information:
Cash paid for:
Interest $ 12,644 $ 19,139
Income taxes $ - $ -

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS EQUITY
for the period ended December 31, 2005
(Stated in U.S. Dollars)

Common Stock Additional
Issued Paid-in C
Shares Amount Capital
Balance, June 30, 2004 22,974,855 $ 11,245077 $ 42907 $
Issued for cash pursuant to a private placement 2,400,000 1,152,000 -
1,470,000 1,249,500 -
Less: issue costs - (24,809) -
Issued for cash pursuant to the exercise of share purchase
options 510,000 38,994 -
-at $0.0765
-at $0.2077 225,000 46,737 -
-at $0.6051 10,000 6,051 -
Issued for cash pursuant to the exercise of share purchase
Warrants 180,000 119,106 -
Cancellation of escrow shares (124,530) - -
Stock-based compensation charges - - 718,920
Reclassification of stock-based compensation charges upon
exercise of share purchase options -

66,084 (66,084)
Foreign currency trandlation adjustment - - -
Reclassification as aresult of a change in accounting policy - - 32,967
Net loss for the year - - -

Balance, June 30, 2005 27,645,325 13,898,740 728,710

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS EQUITY
for the period ended December 31, 2005
(Stated in U.S. Dollars)

14 of 37

Common Stock Additiona Other
I ssued Paid-in Comprehensive
Shares Amount Capital Income D
Balance, June 30, 2005 27,645,325 13,898,740 728,710 (43,047) (10,
Issued for cash pursuant to the exercise
of share purchase options 25,000 10,895 - -
-at
$0.4358
Issued for cash pursuant to the exercise
of share purchase warrants 250,000 153,394 - -
-at
$0.6136
Amount reclassified from contributed
surplus upon exercise of stock options - 8,331 (8,331) -
Issued for cash pursuant to the exercise
of share purchase warrants 717,000 449,663 - -
-at
$0.6271
-at 410,000 257,053 - -
$0.6270
Stock-based compensation charges - - 176,569 -
Foreign currency tranglation adjustment - - - 36,312
Net loss for the period - - - - (:
Balance, December 31, 2005 29,047,325 $ 14,778076 $ 896948 $ (6,735) %10,

SEE ACCOMPANYING NOTES
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INTERNATIONAL BARRIER TECHNOLOGY INC.
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2005
(Stated in U.S. Dollars)
(Unaudited)

Note 1 Interim Reporting

While the information presented in the accompanying six months to December 31, 2005 financial statement
is unaudited, it includes all adjustments which are, in the opinion of management necessary to present fairl
the financial position, results of operations and cash flows for the interim period presented in accordance wit
accounting principles generally accepted in the United States of America. In the opinion of management, a
adjustments considered necessary for a fair presentation of the results of operations and financial positio
have been included and all such adjustments are of a normal recurring nature. It is suggested that thes
interim unaudited financial statements be read in conjunction with the Company’s audited financi
statements for the year ended June 30, 2005.

Operating results for the six months ended December 31, 2005 are not necessarily indicative of the results thi
can be expected for the year ending June 30, 2006.

During the period ended December 31, 2005, the Company changed from Canadian generally accepte

accounting principles (“GAAP”) to United States GAAP and changed its reporting currency from Canadie
dollars to United States dollars.

Note 2 Share Capital
Escrow:

At December 31, 2005, there are 48,922 shares are held in escrow by the Company’s transfer agent. Tt
release of these sharesis subject to the direction or determination of the relevant regulatory bodies.

Commitments:
Stock-based Compensation Plan

At December 31, 2005, the Company has granted directors, officers and consultants the option to purchase
2,393,500 common shares of the Company.
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International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2005 - Page 2

(Stated in U.S. Dollars)

(Unaudited)

Note 3 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, 2005 is

presented below:
Weighted
Average
Number Exercise
Of Shares Price
Outstanding, June 30, 2005 1,868,500 $0.52
Exercised (25,000) $0.44
Granted 550,000 $0.76
Outstanding, December 31, 2005 2,393,500 $0.57
Exercisable, December 31, 2005 2,133,500

The following summarizes information about the stock options outstanding at December 31, 2005 granted a
reflected in Canadian dollar currency:

Exercise Expiry
Number Price Date

110,000 $0.69 January 13, 2006
50,000 $0.90 April 29, 2006
85,000 $0.44 May 2, 2007
150,000 $0.66 July 19, 2007
400,000 $0.80 October 6, 2007
20,000 $0.50 February 23, 2008
428,500 $0.09 March 5, 2008
1,150,000 $0.65 August 24, 2009

2,393,500

During the six months ended December 31, 2005, a compensation charge associated with the grant of stoc
options in the amount of $176,569 (2004: $684,171) was recognized in the financial statements.
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International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2005 - Page 3

(Stated in U.S. Dollars)

(Unaudited)

Note 3 Share Capital — (cont’d)
Commitments: - (cont’d)

Stock-based Compensation Plan — (cont’ d)

All stock-based compensation charges have been determined under the fair value method using tt
Black-Scholes option-pricing model with the following assumptions:

Six months ended
December 31,
2005 2004
Expected dividend yield 0.0% 0.0%
Expected volatility 112.5% 85%
Risk-freeinterest rate 3.82% 2.00%
Expected termsin years 2 years 5years

Warrants

At December 31, 2005, the following share purchase warrants were outstanding entitling the holder t
purchase one common share for each warrant held as follows:

Exercise Expiry

Number Price Date
1,253,000 $0.92 August 20, 2006
1,990,000 $0.64 March 22, 2007

3,243,000

Note 4 Related Party Transactions

The Company was charged the following by directors of the Company or private companies with commao
directors during the three and six months ended December 31, 2005 and 2004:

Three months ended Six months ended
December 31, December 31,
2005 2004 2005 2004

Wages and management $ 31,929 $ 73841 $ 67917 $ 107,358
fees
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International Barrier Technology Inc.

Notes to the Interim Consolidated Financial Statements
December 31, 2005 - Page 4

(Stated in U.S. Dollars)

(Unaudited)

Note 5 Trademark and Technology Rights

December 31, June 30,
2005 2005
Trademark and technology rights
—at cost $ 1,000,000 $ 1,000,000
Less: accumulated amortization (197,917) (135,421)

$ 802,083 $ 864,579

Note 6 Subsequent Events

Subsequent to December 31, 2005, the Company issued 110,000 common shares at $0.69 per share an
25,500 common shares at $0.44 per share pursuant to the exercise of share purchase options and issue
100,000 common shares at $0.64 per share pursuant to the exercise of share purchase warrants for tot:
proceeds of $151,120.

Note 7 Canadian and United States of America Generaly Accepted Accounting Principles

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

18 of 37 6/5/2006 11:12 AM



Converted by EDGARwiz file:///C:/Documents%20and%20Settings/ai my/L ocal %20Settings/ Temp...

19 of 37 6/5/2006 11:12 AM



Converted by EDGARwiz file:///C:/Documents%20and%20Settings/ai my/L ocal %20Settings/ Temp...

I TEM 2.  MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL
CONDI TI ON AND RESULTS OF OPERATI ONS

This Quarterly Report on Form 10-QSB contains forward-1ooking statements, principally i
| TEM #2, “Managenent’s Discussion and Analysis of Financial Condition and Results o

Qperations”. These statenments nmay be identified by the use of words l|ike “plan”
“expect”, “ainf, “believe”, “project”, “anticipate’, “intend’, “estimate”, “will”
“shoul d”, “could” and simlar expressions in connection with any discussion, expectation

or projection of future operating or financial performance, events or trends. I
particular, these include statenents about the Conpany’'s strategy for growth, propert
exploration, mneral prices, future perfornmance or results of current or anticipate
m neral production, interest rates, foreign exchange rates, and the outcone o
contingenci es, such as acquisitions and/or |egal proceedings.

Forward-| ooking statenents are based on certain assunptions and expectations of futur
events that are subject to risks and uncertainties. Actual future results and trends ma
differ materially fromhistorical results or those projected in any such forward-| ookin
statenents depending on a variety of factors, including, anong other things, the factor
discussed in this Registration Statenent under |TEM #3, “Key Information, Risk Factors
and factors described in docunents that we nay furnish fromtine to tine to the Securitie
and Exchange Comm ssion. We undertake no obligation to update publicly or revise an
forward-| ooki ng statenents because of new information, future events or otherw se.

International Barrier Technology Inc. (Barrier) manufactures and sells fire-rated buildin
materials primarily in the United States. Barrier has a patented fire protective materia
(Pyrotite™ that is applied to building materials to greatly inprove their respective fir
resistant properties. Coated wood panel products are sold to builders through buildin
product distribution conpanies all over the USA Four of the top five multifaml
honebuilders in the USA currently utilize Barrier’'s fire rated structural pane
Bl azeguard® in areas where the building code requires the use of a fire rated buildin
panel .

Di scussi on of Qperations and Liquidity
Barrier’s financial statenments historically have been filed with both the SEC (USA) an

SEDAR (Canada). However, beginning with this filing, the financial statements will b
disclosed in US Dollars and prepared in accordance with US Generally Accepted Accountin
Princi pals (USGAAP). Barrier's filings with the SEC will consist of auditor-reviewe
quarterly financial statenments on Form 10-@SB and annual audited financial statenents o
Form 10-KSB. Barrier will continue to file the above financial statenents with SEDAR i
Canada.

Sal es reported for the second quarter of Fiscal 2006 were $1,610,388, up 54.7% from th
same period last year. Year-to-date sales, for the six-nmonth period ending Decenber 31
2005 were $2,952,580, an increase of 39.9%fromlast year’s six-nonth total of $2,110, 907

Second quarter gross profit has inmproved to $323,271 from the three-nonth total o
$206,857 in the previous year. Six-nonth year-to-date gross nargins grew to $674, 437 fro
| ast year’'s six-nonth total of $480,153, a 40.5% increase. Goss margin, as a percentag
of sales revenue, has remmined essentially unchanged at 22.8% The gross margin for th
second fiscal quarter in FY2006 was 20.1%
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Sal es, as neasured by surfaced volune of product shipped for the quarter, were 1, 820,20
sq.ft.: an increase of 41.0% fromthe 1,290,600 sq.ft. shipped during the sane period th
previous year. Six-nonth shipnent volunes have grown to 3,471,600 sq.ft. from 2,496, 90
sq.ft. in the previous year: an increase of 39.0%

Sales to Mulehide Products, Inc., Barrier’'s business partner in the commercial nodula
busi ness segnent, accounted for 46.6% of the total volune shipped over the six-nont
peri od. Last year during this period, sales to Mil eH de accounted for 33.8% of sales
Sales to Mil ehide began early in cal endar year 2004 and the success of the product i
servicing commercial nodul ar builders has been inpressive. The private |abel ed Bl azeguar
product, Milehide FR Deck Panel, is an essential conmponent of an Underwiter
Laboratories, Inc. assenbly listing for fire rated roofs in comrercial nodul ar buil di ngs
Barrier anticipates that this market wll continue to provide an opportunity fo
sustained gromh and will also provide the basis for the devel opnment of other markets
such as fire rated residential roof assenblies, during cal endar year 2006.

A significant quarterly year-to-year sales volume increase was also experienced i
Fl orida, where sales volunme inproved from 518,800 to 820,100 sq.ft., an increase of 58.1%
Si x-nont h performance inproved to 1,186,600 sq.ft.; an increase fromthe 975,100 sq.ft

shipped in the same period the previous year. Florida remains the nunber one regiona
mar ket for Blazeguard' s multifam|ly roof deck market. Florida represents 34.2% of tota
sal es volune and 64.1% of non-Mil eHi de sal es. Barrier has two active independent sale
representatives covering the Florida geography insuring that this market will continue t

be well serviced and provide significant sales.

Barrier continues to sell directly to tw large distribution yards in Florida tha
previously had been required to purchase through the |ocal wholesaler. These tw
distribution centers are Builders First Source, Inc. (BFS) and Stock Building Supply, Inc
Not only will direct sales to these organizations in Florida continue to hel p Bl azeguar
be priced conpetitively, their national presence with hundreds of |ocations all over th
US will help Barrier attain its goal of increasing market share in Mdwestern an
west ern states.

Barrier added an additional “one-step” distribution partner buying direct in Florid
during this quarter. 84 Lunber, Inc., a distribution conpany of simlar stature to BF
and Stock Building Supply, began buying carload quantities directly from Barrier durin
this reporting period.

Vol umes shipped to the md-Atlantic region (coastal states from New Jersey south throug
South Carolina) declined 31.6% in the six-nmonth period. Vol ume decreased to 441,20
sq.ft. from 645,500 sq.ft. in the previous year: a decrease of 204,300 sq.ft. \While thi
decrease is due, in part, to a nodest decline in housing starts in the region, Barrie
bel i eves that the independent sales representative in the region was spread to “thin” an
needed additional support. For that reason, a second representative was added as o
January 1, 2006. The new representative will cover the northern part of the region (Ne
Jersey, eastern Pennsylvania, Maryland, and northern Virginia). Barrier anticipates tha
these two independent representatives, working with the existing distribution network i
the region, will reverse the trend and add significant sales in the second half of thi
fiscal year.
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In July 2005, Barrier hired an experienced sales nmanager to help adnminister the nationa
sal es program out of the Watkins office and also to help develop the m d-western narke
for Blazeguard sales. M. Janes Kleinke has been working diligently to add sal es throug
the introduction of Blazeguard to m d-western building products distributors and buil ders

During this period, M. Kl einke has successfully engaged |ocal Stock Building Suppl
distribution yards, anong others, to becone l|local stocking distributors of Blazeguard

There are now at least eight builders that have elected to use Blazeguard as thei
product of choice on townhone buil di ng devel opnents.

Sales to the m d-west region through Decenber 31, 2005 were 71,100 sq.ft. Barrier expect
to grow this regional market to volunes simlar to those being shipped into Florida

While the total ampunt of nultifamly starts are lower in the nmid-west region than i
Florida, Barrier anticipates greater narket share penetration because of the proxinmty o
Bl azeguard manufacturing to the narket and the resulting transportation and servic
advant ages over conpetitive products.

Cost of goods sold in the three-nonth period increased to $1,287,117 from $834, 140 and t
$2, 278,143 from $1,630,754 for the six-nonth period ending Decenber 31, 2005. This i
directly related to the higher volunme of production and shipnments. Average direct cost
per sq.ft. of production was constant for the respective six-nonth periods at $0.65 pe
sq.ft. Conparisons of aggregate square foot production costs, however, now need to tak
into account the percentage of Mil eH de “C' panel produced. This is because the Ml ehid
C panel (which conprises approximately 90% of MleH de's total orders) has a |owe
treatment weight than Barrier’'s traditional Blazeguard panel. Since the percentage o
volume shipped to MiuleHi de, relative to total sales, was significantly higher in th
current six nonths relative to the sane period in the previous year, a |ower average cos
of production should have been expect ed.

Wth the average cost of goods sold renmining constant, a declining efficiency in |abo
and/or materials costs is indicated in this period relative to |last year. Indeed, Barrie
has been building a new production line while the existing line has continued to run a
historically record volunes. While vendor labor is a significant proportion of the tota
cost of developing the new line, existing Barrier |abor has been used extensively in a wa
that the total costs of construction are mnimzed. A result of this shared |abor, an
the necessity to utilize part-tine, “fill-in” tenporary staff, has been a reduction in th
efficiencies of production.

Barrier is confident that as the line project cones to a close (Spring 2006), efficiencie
will inprove: both in the cost of labor and in material costs. Reductions in the averag
cost of goods sold will be a result of not only the conpletion of the work required t
develop the new line, but also because the new line has been designed to run nuch faste
and with greater efficiency than the old Iine. Wile the nunber of required workers o

the newline will be simlar to the old line, the designed production capacity of the ne
line will be at least twice that of the old line. Wste (materials lost as a result o
the production process) is expected to fall to less than half of that experienced on th
old line.

Qperating expenses were slightly lower in both the three and six-nonth period reported
Operating expenses in the three-nonth period fell to $62,894 from $91, 552 and to $121, 25
from $156,003 in the six-nmonth period respectively. Barrier anticipates additional R&
related testing as the new |line becones operational and new narket applications ar
expl or ed.
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Anortization is slightly lower in this period because sonme of the equipnent on the ol
line and in the Watkins office area has now been conpletely depreciated. An increase

the non-cash charge for depreciation/ anortization wll occur when the new lin
construction project is conplete and the line is brought into production. Th
anortization of the world-w de Pyrotite technology (including patents, technical know how
and tradenarks) began when Barrier purchased it in 2004 and will continue at existin
rates until it is fully depreciated (10 years).

Adm nistrative expenses in the reported three-nonth period increased to $447,858 fro
$238,512 for the same period |ast year. For the six-nmonth period adm nistrative cost
declined from $1, 094, 338 to $694,598. |In the previous year, Barrier was required to beg

to report a line itementitled “stock-based conpensation”. This figure is an estimate o
the value of stock options awarded to management and key personnel as a portion of thei
total conpensation package (see section: Critical Accounting Estinates bel ow). Si nc
options are typically granted with a redeenable stated value | ess than the current narke
value, a fornmula is used to charge the conpany the difference. Wile this reporting is

new requirenent, and a reflection of value the conpany is granting to key personnel, it i
a “non-cash” itemthat does not directly inpact operational performance.

Adm ni strative expenses, net of stock-based conmpensation, for the three-nonth perio
endi ng Decenber 31, 2005 was $281, 465, an increase from $230, 760 the previ ous year. Fo
the six-nmonth period adnministrative expenses were $518,029 this year versus $410, 167 | as
year. \Wile the totals are higher, admnistrative costs per sq. ft. fell from $0.18 t
$0.15 per sq. ft. for the three-nonth period and from $0. 164 to $0. 149 per sq.ft. for th
si x-nont h peri od. As volunes continue to increase, a further reduction in the averag
cost of administrative expense per sq.ft. produced is expected. Barrier expects th
reduction in the average cost of admnistration to have a significant inpact on botto
line performance in future reporting periods.

Accounting and audit fees are up considerably in both the three and six nonth period jus

ended. Accounting requirenents have increased significantly with the enactnent of th
Sar banes- Oxl ey Act and the result is indicated in this reporting period. Insurance cost
have increased due to the purchase of a Directors and Oficers insurance policy. I

addition, the increase in sales volunmes led to additional coverage requirenents
Si x-mont h i nsurance costs have risen to $17,893 from $7,752 the previous year

Travel, pronotion, and trade show expenses are higher as a result of increased activit
and the fact that Barrier has added a sal es nanager. Wages and managenent fees for th
six-nonth period have grown to $185,281 from $124,099 reflecting the addition o
prof essional staff including a new General Qperations Manager (Ms. Jan Loebel) as well a
the new Sal es Manager position (M. Janmes Kl einke).
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Legal fees are lower, and have fallen to $28,040 from $44,022 for the six-nonth period
Legal fees, however, are expected to increase slightly in the next period because o
patent work being perforned in support of the new line and devel opi ng process technol ogy
Barrier continues to invest significant resources in sales, mar ket i ng, an
investor-relations activities. Wb based initiatives have been increased as Barrier is i

the mdst of a web-site inprovenent project. Personnel resources have recently bee
reallocated with a Director of Investor Relations being added to the Watkins, M nnesot
staff. Further announcenents related to this realignnent can be expected in futur

conmuni cati ons.

Barrier will assist MileH de Building Products in their participation in the WMbdula
Builders Institute (MBlI) annual trade show and conference. The MBI show is planned to b
held in March 2006 in Jacksonville, FL. Trade shows serve to increase product and narke
awar eness of Bl azeguard® the Pyrotite™technol ogy, and Barrier’s corporate achi evenents.

Barrier will continue to expand upon its sharehol der and custonmer comunication program
to ensure the public is inforned about business devel opnent and energing opportunities

In addition, Barrier has been featured on ongoing regional cable broadcasts of th
tel evision show, “Business and Beyond”. Busi ness and Beyond is an ongoing busines
i nformati on show produced by Platinum Tel evision and hosted by the Fox TV broadcaster
Janmes Brown. The Business and Beyond show wi |l soon be scheduled for a national CNBC tim
slot to be broadcast prior to the end of this fiscal year. By the end of the show
running, it will have been aired at least 100 tines on regional cable in addition to th
guar ant eed nati onal broadcast.

O her itens include expenses and incone not directly relate to business operations. he

itenms include such things as foreign exchange gain (loss), interest incone and royalt
fees. Now that the consolidated quarterly statenent will be reported in US dollars, th
i npact of foreign exchange will be dimnished. The nmpjority of costs and revenues ar

originally booked as US dollars so there will not be a significant anount of currency tha
will have to be converted (e.g., Canadi an funds) in subsequent financial disclosures.

O her items reported herein include $8,584 in interest income for the three-nonth perio
and $15,777 for the six-nonth period ending Decenmber 31, 2005. Additionally, Barrie
received $1,432 in royalty fees from Pyrotite Corporation for the three-month period an
$3,933 for the six-nonth period. Pyrotite Corporation reserved the rights to “integrally
treated CSB when Barrier purchased the worldwi de patents and Pyrotite technology in 2004
To date, the royalties paid by Pyrotite Corporation to Barrier reflect incone associate
with R&D type projects with potential vendors and clients of Pyrotite Corporation. Wil
the results of these R& trials are pronmsing, no significant agreenents have bee
negotiated by Pyrotite at this tine.

A Net Loss of ($117,106) is reported for the six-nonth period ending Decenber 31, 2005
whereas in the sanme period in 2004, a |loss of ($696,006) was reported. Net si x- nont
i ncone, however, wi thout accounting for stock based conpensation was a positive $59, 463 i
the six nmonths ending Decenber 31, 2005 versus $11,835 in the same period ending in 2004
Second quarter net incone, for the three-nonth period endi ng Decenber 31, 2005, inclusiv
of stock based conpensation charges, was a negative ($172,885) conpared to a loss o
($119,551) in the previous year.
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Sal es volunes continue to increase in a significant way. Sales volune shipped in the nos
recent quarter was the highest in Barrier’'s history and 10.2% hi gher than the record se
in the first quarter of this fiscal year. Vol ume of product shipped in the six-nont
peri od ended Decenber 31, 2005 was 974,700 sq.ft. greater than in the six-nonth perio
endi ng Decenber 31, 2004: a year-to-year increase of 39% Since Barrier’s financia
performance is ultimately driven by production volunme and efficiency, this rate of sale
volume growth is very significant and will ultimately result in higher future profits.

Capacity limts for production based on the “existing” |line, however, are being reached
The continuation of significant increases in sales volune will eventually be limted b
the existing lines production linmt. Further increases in product shipnents are dependen
upon the successful startup of the new production line (planned for Spring 2006)
Additionally, new market geographies, and new product application introductio
initiatives have already been | aunched in an effort to “pre-sell” added capacity.

New product and nmarket devel opnent initiatives continue to provide opportunities for sale
expansion and growth. Fire testing in support of new product devel opnent was conpleted a
Intertek Laboratories in Elnmendorf, TX in the fiscal quarter ending Decenber 31, 2005
Barrier successfully passed Class A flame spread tests (ASTM E-84) performed on sanpl
boards produced on the new |ine. These tests denpbnstrated that the Blazeguard produc
bei ng produced on the new line perforns at |least as well as that produced on the old line
Modifications to the Quality Control Manual have been conpleted and authorized so tha
when the new line is capable of having production runs, the testing and followup Q
requirenents are in place. This will allow Barrier to |abel and market the Bl azeguar
product produced on the new line in accordance with building code requirenents.

Barrier has also perfornmed an initial R& fire test on a two-hour fire rated roof trus
assenbly designed to be marketed to the sanme builders utilizing Blazeguard in multifaml
roof decks. Wiile the test results did not conpletely satisfy the requirenents for th
i ntroduction of such an assenbly, the initial test provided the inpetus to redesign and d
a followup test later in this fiscal year. Prelimnary nmarket research has indicate
that this application may have a | arge denand all over the USA

Progress continues to be nmade in engineering a nodified Cass A commercial nodular roo
deck assenbly in cooperation with Mil eH de Products, Inc. The nodified Cass A systemi
bei ng devel oped to satisfy requirenents for portable classroons in California. Californi

uses nore portable classroons than any other state in the USA Since California’
specifications are anong the nost stringent in the USA, satisfying California requirenent
will enable a nodular classroom manufacturer to sell the design in nearly every stat
desiring portable classroom buildings. Additionally, the inprovenents in the d ass

system will provide the basis for other Cass A roof assenbly applications such as woo

deck commercial and residential areas prone to wldfires.
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Barrier has continued its work on developing a new market application for Blazeguar
manuf actured with a wood veneer face. These overlaid panels will be used in interior wal
applications where a Cass A flane spread is required: institutional and comercial offic
buildings. Barrier is working on this project in association with a major US producer o
pl ywood and particleboard. Prelimnary veneer trials have been encouraging. du
conmpatibility with existing veneer |am nating conpanies, for the purposes of third part
manuf acturing during business startup, is the current focus of R& activity. Barrier an
their partner in this endeavor remain keenly optimstic about the opportunities thi
mar ket has for future sales.

Structural |Insulative Panels (SIPs) was a significant business for Blazeguard fro
1996-1999. A non-uni form surface appearance of the coating applied by the existin
production line, however, created insurnountable issues in marketing the product as a
exposed interior wall surface. The new line will allow Barrier to nore successfull

produce products to an acceptable interior panel standard. Barrier anticipates a renewe
interest in Blazeguard into the SIP' s market by m d-2006.

Significant progress continues to be nmade in marketing Blazeguard enhanced Cass C roo
deck assenblies to nodular building manufacturers all over the USA. These portable an
nmodul ar buildings are being used as tenporary shelters and construction trailers i
Loui si ana and other areas inpacted by hurricane Katrina. Barrier, and its partner in thi
devel opnent endeavor, Ml ehide Products, Inc., believes that the growh of this busines
will continue to be strong throughout 2006 and beyond.

Roof decking for nulti-famly residential buildings is Barrier’'s |argest and nost stabl
existing market application, and to date, represents the majority of sales. Florid
continues to be the nobst inportant U S. geography for nmultifam |y roof deck markets fo
Bl azeguard and sal es there continue to grow as Bl azeguard gains narket share. Barrier i
now |leveraging the success in Florida by naking presentations to the sane conpanie
utilizing Blazeguard in Florida to their regional offices in southern California
M nnesota, and the Dakotas. Barrier is currently seeking to add sales representation fo
this application in southern California, Arizona, and Texas. Barri er managenent expect
sales to nulti-fam |y residential construction to grow exponentially as builders in thes
targeted areas becone aware of the positive attributes of Blazeguard and begin to choos
it as their preferred fire-rated sheat hing.
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A obal licensing opportunities. Wth the purchase of the world technology rights
including U S. patents, foreign patent filings, trademarks, know how and trade secrets
Barrier is in a position to develop partners all over the globe in licensing arrangenents

Interested parties in China, Saudi Arabia, Mxico, Ireland, Geat Britain, and Ne
Zeal and have communicated interest to Barrier. Barrier, in turn, is responding w:t
informati on about the attributes of Blazeguard, and the Pyrotite technology in an effor
to assess their appropriateness in the construction of building communities (residentia
and comercial) in these countries.

Barrier is also exploring various configurations of the process technology that wl

enabl e individual nmanufacturing custonmers to place small treatnent lines in their ow
facilities. These small-scale processing lines wll be designed to satisfy th
i ndi vidual's independent need for product treatnent. The licensing agreenents wll b

designed to: protect the technology; deter conpetition; and provide for royalties to b
paid to Barrier on an ongoi ng basi s.

Barrier is currently sponsoring a graduate student’s research project (Masters in Busines
Adm ni stration) designed to create an appropriate prototype licensing nodel for Barrie

and the Pyrotite technol ogy. The research project will help define the nbst successfu
el ements inherent wthin successful licensing arrangenments as well as to delineat
potential pitfalls. Eventually, the project will elevate to the actual identification o
potential licensing partners for Barrier in selected countries where fire resistan

bui l ding construction is present.

Product and technology |I|icensing scenarios are being developed within Barrier an
managenent is confident that licensing relationships or relationships leading to licensin
contracts will be in existence prior to the end of the current fiscal year

Fi nanci al position & financings
During the six-nmonth period, Barrier issued a total of 1,402,000 common shares fo
proceeds totaling $871, 005 as foll ows:
25,000 comon shares at $0.44 pursuant to the exercise of stock options;
967, 000 conmon shares at $0.62 pursuant to the exercise of warrants;
410, 000 conmmon shares at $0.61 pursuant to the exercise of warrants.

Barrier ended the period with a working capital surplus of $1,319, 378.

Rel ated Party Transactions
During the six nonths ended Decenber 31, 2005 the Conpany incurred wages and nanagenen
fees of $67,917 with directors of the Conpany and conpani es with conmon directors.

Capitalization

Aut hori zed: 100, 000, 000 common shares wi t hout par val ue.

| ssued as of Decenber 31, 2005: 29,047,325 comon shares at $18, 786, 881
| ssued as of February 13, 2006: 29,282,285 common shares at $14, 929, 196.
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Options and warrants outstandi ng:
The follow ng sunmarizes information about the stock options outstanding at Decenber 31
2005 granted and reflected in Canadi an dollar currency:

Exerci se Expiry
Nunber Price Dat e
110, 000 $0. 69 January 13, 2006
50, 000 $0. 90 April 29, 2006
85, 000 $0. 44 May 2, 2007
150, 000 $0. 66 July 19, 2007
400, 000 $0. 80 Cct ober 6, 2007
20, 000 $0. 50 February 23, 2008
428, 500 $0. 09 March 5, 2008
1, 150, 000 $0. 65 August 24, 2009

2, 393, 500

At Decenber 31, 2005, the follow ng share purchase warrants were outstanding entitling th
hol der to purchase one common share for each warrant held as foll ows:

Exerci se Expiry
Nunber Price Dat e
1, 253, 000 $0. 92 August 20, 2006
1, 990, 000 $0. 64 March 22, 2007

3, 243, 000

Critical Accounting Estinmates / Stock-based Conpensation Charge and Expense

As described in Note 2 to the audited annual financial statenents dated June 30, 2005, th
Conpany records stock-based conpensation expense in respect to the fair market value o
newy issued stock options. This fair market value of the stock options is estinmated a

the date the stock options are granted using the Bl ack-Schol es option-pricing nodel. Th
rel ated stock-based conpensation expense is recognized over the period in which th
options vest. In addition, this is a non-cash conpensation charge and the cash flo

effects are realized only at the tine of exercise.

O her Matters
As at Decenber 31, 2005, the Conpany does not have any off-bal ance sheet arrangenents t
report.

In | ate Decenber 2005, the Conpany was notified of a pending lawsuit in the state of Ne
Jersey, whereupon a town-hone association which utilized Blazeguard in a roof replacenen
project in 1996, is claimng damages resulting from Conpany product failure. The Conpan
is insured agai nst such danmages and has docunented that incorrect product installation b
the customer and the custoner’s builder was the cause of the subsequent water danmage. Th
Conpany antici pates no naterial inpact.

The Directors and the nanagenent of the Conpany know of no other material, active o
pendi ng, |egal proceedi ngs against them nor is the Conpany involved as a plaintiff in an
other material proceeding or pending litigation. The Directors and the nmanagenent of th
Conpany know of no active or pending proceedings agai nst anyone that mght nmaterial
adversely affect an interest of the Conpany.

Subsequent to Decenber 31, 2005, the Conpany issued 110,000 comopn shares at $0.69 an
25,500 common shares at $0.44 pursuant to the exercise of share purchase options. I
addition, the Conpany issued 100,000 comobn shares at $0.64 pursuant to the exercise o
share purchase warrants for total proceeds of $151, 120.
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| TEM 3. CONTROLS AND PROCEDURES

The Board of Directors has overall responsibility for reviewi ng the Conpany's disclosur
to ensure the Conpany provides full and plain disclosure to shareholders and othe
st akehol ders. The Board discharges its responsibilities through its commttees
specifically, with respect to financial disclosure to the Audit Conmittee, which i
responsible for reviewing the Conpany's financial reporting procedures and interna
controls to ensure full and accurate disclosure of the Conpany's financial position

The Conpany carried out an eval uation, under the supervision and with the participation o
the Conpany’'s nanagenent, including the Conpany’'s President and the Conpany's Chie
Financial Oficer, of the effectiveness of the design and operation of the Conpany’
“di scl osure controls and procedures” [as defined in the Exchange Act Rule 13a-15(e)] as o
the end of the period covered by this report. Based upon that evaluation, the Presiden
and Chief Financial Oficer concluded that the Conpany’'s disclosure controls an
procedures are effective in tinely alerting themto material infornmation relating to th
Conpany (including its consolidated subsidiaries) required to be included in the Conpany’
periodic SEC filings, and that information is recorded, processed, sumarized and reporte
as and when required.

There are inherent linmtations to the effectiveness of any system of disclosure control
and procedures, including the possibility of human error and the circunmvention o
overriding of the controls and procedures. Accordingly, even effective disclosur
controls and procedures can only provide reasonabl e assurance of achieving their contro
obj ecti ves.

There was no significant change in the Conpany's internal control over financial reportin
that occurred during the Conpany’s nost recently conpleted fiscal year ended 6/30/200
that has materially affected, or is reasonably likely to materially affect, the Conpany’
internal control over financial reporting. Nor were there any significant deficiencies o
mat eri al weaknesses in the Conpany's internal controls requiring corrective actions.

The Company's managenent, including the Chief Financial Oficer, does not expect that it
di scl osure controls and procedures or internal controls and procedures wll prevent al
error and all fraud. A control system no matter how well conceived and operated, ca
provi de only reasonabl e, not absolute, assurance that the objectives of the control syste
are met. Further, the design of a control system nust reflect the fact that there ar
resource constraints, and the benefits of controls nust be considered relative to thei
costs. Because of the inherent limtations in all control systens, no evaluation o
controls can provide absol ute assurance that all control issues and instances of fraud, i
any, wthin the Conpany have been detected. These inherent limtations include th
realities that judgments in decision-making can be faulty, and that breakdowns can occu
because of sinple error or mstake. Additionally, controls can be circunvented by th
i ndi vidual acts of sone persons, by collusion of two or nore people, or by nmanagenen

override of the control. The design of any system of controls also is based in part upo
certain assunptions about the likelihood of future events, and there can be no assuranc
that any design will succeed in achieving its stated goals under all potential futur

conditions; over tine, control may becone inadequate because of changes in conditions, o
the degree of conpliance with the policies or procedures may deteriorate. Because of th
inherent limtations in a cost-effective control system msstatenents due to error o
fraud may occur and not be detected.
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PART 11
OTHER | NFORMATI ON

I TEM 1. LEGAL PROCEEDI NGS

In |ate Decenber 2005, the Conpany was notified of a pending | awsuit whereupon a custone
is claimng damages resulting from Conpany product failure. The Conpany is insure
agai nst such damages and has docunented that incorrect product installation by th
custoner was the cause of the damage. The Conpany antici pates no material inpact.

The Directors and the nanagenent of the Conpany know of no other mmterial, active o
pendi ng, |egal proceedi ngs against them nor is the Conpany involved as a plaintiff in an
material proceeding or pending litigation. The Directors and the nanagenent of th
Conpany know of no active or pending proceedings agai nst anyone that mght material
adversely affect an interest of the Conpany.

| TEM 2. UNREG STERED SALES OF EQUI TY SECURI TI ES AND USE OF PROCEEDS

a. 1. During the six-nonths ended 12/31/2005, 967, 000
share purchase warrants (issued in an private placenent
during the prior fiscal year) were exercised
rai sing $503, 057.

a. 2. During the six-nonths ended 12/31/2005, 25,000 stock option
wer e exercised, raising $10, 895.

b. No Disclosure Necessary.

c. No Disclosure Necessary.

| TEM 3. DEFAULTS UPON SENI OR SECURI TI ES
No Di scl osure Necessary.

| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
The Conpany’s annual neeting of stockholders was held on 11/17/2005.
a. The Conpany’s stockholders ratified the appoi ntnment of
Am sano Hanson as i ndependent auditor of the Conpany for the
year endi ng 6/ 30/ 2006:
24,627,947 for; 29,350 against; and 86,170 wi t hhel d.
b. Fixed the auditor’s renuneration:
24,629,947 for; 55,770 against; and 57,750 wi thheld.
c. Set nunber of Directors at three;
24,549,997 for; 140,020 agai nst; and 53,450 withhel d.
d. The follow ng were nomi nated and el ected to serve as Directors

of the Conpany for a termof one year or until their successors
shal | have been duly el ected and qualified:

Noni nee Vot es For W t hhel d
Davi d Cor cor an: 24,673, 812 69, 655
M chael Huddy: 24,673, 892 69, 575
Vi ctor Yates: 24,673, 892 69, 575

e. The yearly approval for the Conpany’s “rolling” Stock Option
Pl an was voted on:

8,792,430 for; 560,740 agai nst; 54,321 withheld; 15, 335,974 not vot ed.
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| TEM 5. OTHER | NFORMATI ON
a. Reports on Form 8-K:
b. Information required by Item 401(g) of Regulation S-B:
No Di scl osure Necessary.

ITEM 6. EXH BITS

31.1 Rule 13a-14(a)/15d-14(a)

Certification executed by Mchael Huddy, Director/President/CEO
31.2 Rule 13a-14(a)/15d-14(a)

Certification executed by David Corcoran, Director/CFO

32.1 Section 1350 Certification by Mchael Huddy, D rector/President/CEO

32.2 Section 1350 Certification by David Corcoran, Director/CFO

S| GNATURES
In accordance with the requirenents of the Exchange Act, the registrant caused this repor
to be signed on its behalf by the undersigned, thereunto duly authorized.

International Barrier Technology Inc. -— SEC File No. 000-20412
Regi st rant
Dat e: February 14, 2006 /s/ M chael Huddy

M chael Huddy, President/CEQ Director

Dat e: February 14, 2006 /s/ David Corcoran
Davi d Corcoran, CFQ Director
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