


(d) are eligible under all applicable securities laws to receive an offer under the Rights
Issue.

As you are not an Eligible Shareholder, you will not be able to participate in the Rights
Issue by subscribing for New Shares, nor will you be sent the Rights Issue offer documents
relating to the Rights Issue. As the Rights Issue is non-renounceable you will not receive
any payment or value for entitlements in respect of any New Shares that would have been
offered to you if you were eligible.

This letter is not an offer to issue New Shares to you, nor an invitation for you to apply for
New Shares, and you are not required to do anything in response to this letter.

If you have any questions in relation to any of the above matters, please contact the
Funtastic Rights Issue Information Line on 1300 520 739 (local call from within Australia)
or +61 3 9415 4393 (from outside Australia) from 8.30am to 5.00pm (AEST) Monday to
Friday.

On behalf of the Board and management of Funtastic Limited, thank you for your continued
interest in Funtastic Limited.

Yoursysincerel

David Berry
Company Secretary

This notice does not constitute an offer to sell, or the solicitation of an offer to buy, any
securities in the United States or to, or for the account or benefit of, any “U.S. Person” (as
defined in Regulation S under the United States Securities Act of 1933, as amended
(Securities Act) (U.S. Person)). Neither the entitlements nor the New Shares have been
or will be registered under the Securities Act and may not be offered or sold in the United
States or to, or for the account or benefit of, U.S. Persons, absent registration or an
exemption from registration under the Securities Act or pursuant to a transaction not
subject to the registration requirements of the Securities Act.

The provision of this document is not, and should not be considered as, financial product
advice. The information in this document is general information only, and does not take
into account your individual objectives, taxation position, financial situation or needs. If you
are unsure of your position, please contact your accountant, tax advisor, stockbroker or
other professional advisor.



Notice under section 708AA(2)(f) of the Corporations Act 2001
as modified by ASIC Class Order 08/35

This notice is given by Funtastic Limited (ACN 063 886 199) (Funtastic) under section
708 AARXYD) of the Corporations Act 2001 (Cth) (Corporations Act) as modified by Australian
Securities and Investments Commission Class Order 08/35 (CO 08/35).

On 30 June 2009 Funtastic announced a fully underwritten non-renounceable pro rata rights
issue (Rights Issue) of 1 fully paid Funtastic ordinary share (New Share) for every Funtastic
share (Share) held as at 7.00pm (AEST) on 8 July 2009 by shareholders with a registered
address in Australia or New Zealand.

Funtastic confirms that:

(a)  the New Shares will be offered for issue without disclosure under Part 6D.2 of the
Corporations Act;

(b)  this notice is being given under section 708 AA(2)(f) of the Corporations Act as
modified by CO 08/35;

(c) as at the date of this notice, Funtastic has complied with:

(i)  the provisions of Chapter 2M of the Corporations Act as they apply to
Funtastic; and

(ii)  section 674 of the Act;

(d) as at the date of this notice, there is no excluded information of the type referred to
in sections 708 AA(8) and 708AA(9) of the Corporations Act as modified by CO
08/35; and

(e)  the potential effect the Rights Issue will have on the control of Funtastic, and the
consequences of that effect (Potential Control Effects), will depend on a number
of factors. The Potential Control Effects are described in detail in the explanatory
notes to Funtastic's Notice of Annual General Meeting (and accompanying
independent expert's report) lodged with ASX and dispatched to shareholders on
28 May 2009 (Notice of AGM).

The Rights Issue will be fully underwritten by Elsie May Holdings Pty Ltd (as
Trustee of the Lauren Mathieson Family Trust No 3) (Underwriter), an entity
associated with Mr Craig Mathieson.

The Underwriter is not currently the registered holder of any shares in Funtastic,
but the Underwriter is an associate of registered holders of shares in Funtastic and
the vendors of the shares in NSR (HK) Limited (NSR), NSR Peas Pty Ltd and Mr
Hod Pizem (Vendors). Funtastic has entered into a share sale agreement with the
Vendors to acquire all of the shares in NSR (Share Sale Agreement) (NSR
Acquisition). As at the date of the Notice of AGM, through these associate
relationships the Underwriter has a relevant interest in 14,045,961 Shares
(approximately 8.5% of Funtastic's share capital).

The Potential Control Effects of the Rights Issue will be determined by:

(1) the extent to which eligible Funtastic shareholders elect to participate in the
Rights Issue; and
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(ii}  the number of Shares that will be issued to the Vendors under the Share
Sale Agreement.

The terms of the Share Sale Agreement are described in detail in the Notice of
AGM. Relevantly, the Share Sale Agreement provides for the Vendors to be
issued with (as consideration for the acquisition of NSR) 10,000,000 converting
shares in Funtastic which will convert into a minimum of 10,000,000 Shares, and a
maximum of 50,000,000 Shares. The actual number of Shares to be issued to the
Vendors will be determined by reference to the financial performance of NSR over
the period from 1 January 2009 to 31 December 2010 (Earn-Out Period).

The Underwriter and the Vendors are associates. The Underwriter will not receive
any Shares under the Share Sale Agreement but it may be required to subscribe for
New Shares under the Rights Issue. The minimum potential voting power of the
Underwriter and the Vendors as a result of the Rights Issue and the NSR
Acquisition is 11.17% and their maximum potential voting power is 60.25%.

The following table sets out the potential voting power of the Underwriter and the
Vendors in various scenarios, depending on the number of Shares issued to the
Vendors under the Share Sale Agreement and the level of participation of
Funtastic shareholders in the Rights Issue.

Shares issued to Vendors

10,000,000 30,000,000 50,000,000
0% 55.59% 58.05% 60.25%
Rights Issue BT 45.88% 48.88% 51.56%
Participation
40% 36.17% 39.71% 42.87%
60% 26.47% 30.54% 34.19%
100% 1M1A7% 16.09% 20.50%

Further scenarios setting out the possible voting power of the Underwriter and the
Vendors as a result of the Rights Issue and the NSR Acquisition are set out in the
Notice of AGM.

The Share Sale Agreement, and the underwriting agreement between Funtastic and
the Underwriter, provide that, on completion of the Rights Issue and the NSR
Acquisition, Mr Nir Pizmony and Mr Craig Mathieson will be appointed as
directors of Funtastic.

In the Notice of AGM, each of the Underwriter and the Vendors stated that they
have no current intention to:

(i) inject further capital into Funtastic;

(ii)  transfer any property between them (or any person associated with them)
and Funtastic;

(iii) change the employment policies of Funtastic, recognising that additional

employees may be required in the future as Funtastic's operations expand;
or
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(iv)  change Funtastic's existing policy in relation to financial matters or

dividends.
Detailed information regarding the Rights Issue and the NSR Acquisition is set out
in the Notice of AGM.
/WUj faithfully
YN

David Berry

Company Secretary
Funtastic Limited

NOT FOR DISTRIBUTION IN THE UNITED STATES OR TO U.S. Persons

This notice does not constitute an offer to sell securities in the US or to U.S. Persons. Neither the
entitlements nor the New Shares have been or will be registered under the United States
Securities Act of 1933 as amended (“Securities Act™), and may not be offered or sold in the
United States or to, or for the account or benefit of, “U.S. Persons” (as defined under Regulation
S of the Securities Act), except in a transaction exempt from the registration requirements of the
Securities Act.
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