adultshop.com

5 Aprii 2004

The Manager

Austrahan Stock Exchange Ltd
Level 4

20 Bridge Street

Sydney, NSW 2000

Blear Sir
PROPOSED BONUS ISSUE OF OPTIONS

The Directors of AduitShop.com Limited are pleased to announce a bonus issue of
options.

Bonus options will be issued to alf shareholders on the basis of one new option for
every two shares held as at the record date of Friday, 14 May 2004. The options,
which will form a new class of securities, will be issued free of charge and will be
exercisable (each option having the right to subscribe for one ordinary share} at 10
cents each on or before 30 June 2006.

Key dates are as follows:

# Lodgement of prospectus with ASIC and ASX Wednesday, 5 May 2004
» Shares are quoted on an “ex” basis Monday, 10 May 2004

# Record Date Friday, 14 May 2004

# Despatch date and Wednesday, 26 May 2004

fast date for deferred settlement trading

Yours faithfully

i

K J Hestmian
Chairman

AduitShop com Linsited i




Appendix 3B
New issiue announcement

Rule 2.7,3.40.3,3.10.4, 3.10.5
Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as avatlable. Information and
doeuments given 10 ASX become ASX s property and may be made public.

ttroduced 746, Crigin: Appendix 8. Amended 17798, 10580, ETZ008, 30/072008, 1132002, 71720603,

Name of entity

ADULTSHOP.COM LIMITED

ABN

92 009 147 924

We (the entity) give ASX the following mformation.

Part 1 - All issues

You must complete the relevant sections (aitach sheets if there is not enough space).

I *Class of "securities issued or to be | Options to acquire ordinary fully paid
issued shares.

2 Number of “securilies issued or to [ 152,660,430 options (approximately}
be issued {if known} or maximum
number which may be issued

3 Principal terms of the “securities | Options will be exercisable at 10 cents each on
(eg, if options, exercise price and | or before 30 June 2006.
expiry  date;  if  partly  paid
*securities, the amouni outsianding
and due dates for paymeni; if

*eonvertible securities, the
conversion price and dates for
conversion)}

+ See chapter 19 for defined ferms.
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Do the *securities rank equally in all
respects from the date of allotment
with an existing “class of guoted
“securities?

iIf the additional securiies do not

rank egually, please siate:

¢ (he date from which they do

e (he extent to which they
participate for the next dividend,
{imn the case of a irust,
distribution} or interest payment

» the extent to which they do not
rank equally, other than in
relatton to the nexi dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(3f issued as comsideration for the
acguisition of assets, clearly identify
those assets)

Dates of entering “securities into
uncertificated holdings or despaich
of certificates

Any shares 1ssued upon exercise of the
options will rank pari passu m ali respects
with the Company's existing fully paid
ordinary shares.

The options comprise a new class of
security.

Nil — bonus issue

The (proposed} issue of bonus options fo all
sharehoiders 1s to reward sharehoiders of
the Company.

To be advised

+ See chapter 19 for defined ferms.
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8

10

Part 2 - Bonus issue or pro rata issue

11

12

13

14

16

17

Number and “class  of  all
*securities  quoted  on  ASX
{inchuding the securities in clause
2 if applicable)

Number and “class  of  all
*securilies not quoted on ASX
{inchuding the securities in clause
2 il applicable)

Dividend policy (in the case of a
trust, distribution policy} on the
increased capital {interests)

[s  security  holder

required?

approval

[s the issue renounceable or non-
renounceabla?

Ratio in which the “securities will
be oifered

“Class of *securiiies to which the
offer relates

*Record date 1o determine
eniitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entilements?

Policy for deciding entitlements in
relation to fractions

Number *Class
305,321,384 Ordmary fully paid
shares.
14,838,060 Options exercisable at
$0.20 each on or
before 30 June 20604
152,660,430 Options exercisable
T at $0.10 each on or
before 30 June 2006
Number *Class
39,336,000 Options exercisabie

at various prices
ranging from $0.16
to $1.55 over the
perioed up to 4
December 2006.

There are no plans to pay dividends at this
stage.

No

Non-renocunceable

One new option for every two shares

Ordinary shares

14 May 2004

Yes

Rounding down

+ See chapter 19 for defined ferms.
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18

15

20

21

22

23

24

26

27

28

Names of countries in which the
eniity has “security holders who
will not be sent new  issue
documents

Mote: Secwrity holders nust be wold how their
entitiements are 1o be deall with.

Cross reference: rude 7.7

Closing  date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
CONMMISSIon

Names of any brokers io the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
accepiances or renunciaiions  on
behalt of *security holders

[i" the issue 1% contingent on
*security holders” approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

[i the entity has issued options, and
the terms eniitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date righis trading will begin {if
applicable)

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

26 May 2004

16 Aprii 2004

N/A

+ See chapter 19 for defined ferms.
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25

30

31

32

33

Date rights trading will end (if
applicable}

How do *security holders sell their
entitlements in  fid! through a
broker?

How do *security holders sell pars
of thenr entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements {except by sale
through a brokery?

“Despatch date

N/A

N/A

N/A

N/A

26 May 2004

Part 3 - Quotation of securities

You need only complete this section if vou are applying for guotation of securities

34

{a)

{b)

Entities that have ticked box 34(a)

Type of securities
{tick one)

Securities described in Part 1.

All other securiiies

Example: restricted securities at the end of the eserowed period, partly paid secusities that beeome Fully paid, employes

teentive share seclities when restriction ends, securities ssued on expiry or conversion of convertible securities

Additional securities forming a new class of securities

fick 1o indicate you are providing the information or
docunents

35

36

ihose holders - To be Advised

1 - 1,060

1,041 - 5,000
5,041 - 10,006
10,601 - 160,006
100,001 and aver

To be Advised

I the ‘securities are “equily securities, the names of the 20 largest holders of the
additional “securities, and the number and percentage of additional “securities held by

If the *sccurities are “equity securities, a distribution schedule of the additional
*securiies setting out the number of holders in the categories

+ See chapter 19 for defined ferms.
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New issiue announcement

37

Entities that have ticked box 34(b)

38

35

40

41

42

Number of securiies for which
“quotation 1s sought

Class  of ‘“securities for which
guotation 1s sougli

Do the *securities rank egually in all
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

o the extent to which they
participaie for the next dividend,
{in the case of a frust,
distribution} or inferest payment

e the extent fo which they do not
rank equally, other than in
refation t6 the next dividend,
distribution or inferest payment

Reason for reguest for quotation
now

Exampler I the case of resiricted securities, end of
restriction period

{if issued wupon conversion of
another security, clearly identify that
other security)

Number and “elass of all “securities
gquotad on ASX (including the
sgeurilies in clause 38)

A copy of any trust deed for the additional “securities

Number

*Class

+ See chapter 19 for defined ferms.
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Quotation agreement

1 “Quotation of our additional *securities is in ASX’s absolute discretion. ASX may quote
the “securities on any conditions it decides.

2 We warrant the following to ASX.

. The i1ssue of the “securities to be guoted complhies with the law and 18 not for an
ilegal purpose.

. There 1s no reason why those *securities should not be granted *quotation.

. An offer of the "securities for sale within 12 months after their issue will not
require disclosure under section 707(3) or section 1012C(6) of the Corporations
Act.

Mote: An entity may feed to obtain sppropriate warranties from subseribers for the securities in order to be able o give this wareanty

. Sectien 724 or section 1016F of the Corporations Act dees not apply o any applications
received by us in relation to any *securities to be quoted and that no-one has any right to
refurn any ‘securities to be quoted under sections 737, 738 or [G16F of the Corporations
Act at the time that we request that the *securities be guoted.

. We warrant that if confirmation 1s required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, 1t has been provided at
the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the *securities to
be quoted under section 1019B of the Corporations Act at the time that we request
that the “securnities be quoted.

3 We wiil indemnify ASX to the fullest extent permitted by law 1n respect of any claim,
action or expense arising from or connected with any breach of the warranties in this
agreement.

4 We give ASX the information and documents required by this form. If any information

or document not available now, will give it to ASX before *quotation of the *securities
begins. We acknowiedge that ASX 1s relying on the information and documents. We
warrant that they are (will be) frue and complete.

Ao

Sign here: Date: 5 Aprii 2004
(Chairman)

Priant name: K J Heitman
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9.

Detailed Gption Terms and Conditions

Each option entitles the holder to subscribe for and be allotted one ordinary share in the capital of the
Company. FThe exercise price is 10 cents per option.

The options expire at 5.00p.m. (WST) on 30 June 20606 (the "Expiry Date"). The options are
exercisable by nofice in writing to the Directors accompanied by payment of the exercise price.

The options are transferable, and an application will be made to the ASX for Official Quotation of the
options.

Shares will be allotted and issued pursuant to the exercise of options not more than 10 business days
afier receipt of a properly executed notice of exercise and payment of the requisite application
moneys.

Shares issued upon exercise of the options will rank pari passu in all respects with the Company’s
fully paid ordinary shares. The Company will apply for Official Quotation by ASX of all shares
issued upon the exercise of options within 3 business days after the date of allotment of those shares.

There are no participating rights or entitlements inherent in the options and holders will not be
entitled to participate in new issues of capital offered or made to the shareholders during the currency
of the options. However, the Company will send a notice to each optionholder at least 9 business
days before the record date for any proposed issue of capital. This will give optionholders the
opportunity to exercise their options prior to the date for determining entitlements fo participate in
any such issue.

There are no righis to a change in the exercise price, or in the number of shares over which the
options can be exercised, in the event of a bonus issue by the Company prior to the exercise of any
options.

In the event of any reorganisation of the issued capital of the Company on or prior to the Fxpiry Date,
the rights of an option holder will be changed to the extent necessary to comply with the applicable
ASX Listing Rules at the time of the reorganisation.

The Company will, at least 20 business days before the Expiry Date, send notices to the optionholders
stating the name of the optionholder, the number of options held, the number of shares to be issued on
exercise of the options, the exercise price, the due date for payment of the exercise price, and the
consequences of non-payment.
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