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Item 2.01

Completion of Acquisition or Disposition of Assets.

As previously announced on May 18, 2017, Pixelworks, Inc. (“Pixelworks”) entered into an Arrangement Agreement (the “Agreement”) to acquire all of the
issued and outstanding common shares of ViXS Systems Inc. (“ViXS”), as described in the Current Report on Form 8-K filed by Pixelworks on May 23, 2017
(the “Arrangement”). The final Plan of Arrangement, as approved by the Ontario Superior Court of Justice (Commercial List), is filed as Exhibit 2.2 hereto.
Pursuant to the Arrangement, on August 2, 2017 (the “Closing Date”), Pixelworks acquired all of the outstanding common share of ViXS, for an aggregate
purchase price consisting of 3,708,263 shares of Pixelworks’ common stock, par value $0.001 per share (“Consideration Shares”). Additionally, all restricted
stock units of ViXS which were unvested and outstanding as of the Closing Date, were replaced with new grants of restricted share units of Pixelworks under
Pixelworks’ Amended and Restated 2006 Stock Incentive Plan. The aggregate restricted stock units granted at Closing in connection with the Arrangement
was an aggregate of 202,043 restricted stock units, each of which represents the right to receive one share of Pixelworks common stock upon settlement.
At Closing, convertible debentures issued by ViXS in an aggregate principal amount of approximately $7.6 million Canadian dollars remained outstanding
(the “Convertible Debentures”). The Convertible Debentures as originally issued, included an event of default clause pursuant to which a holder thereof can
request the accelerated repayment of the principal sum of, and accrued and unpaid interest on, the Convertible Debentures upon a change of control of ViXS.
As at Closing, holders of Convertible Debentures in an aggregate principal amount of approximately $6.35 million Canadian dollars had signed agreements
waiving the change of control default clause and agreeing to certain other amendments. Holders of Convertible Debentures in an aggregate principal amount
of approximately $1.25 Canadian dollars have not signed such agreements and as such will be eligible to have their Convertible Debentures repaid in cash if
they provide ViXS with a notice of acceleration within 30 days following Closing. If such holders do not provide the requisite notice, the Convertible
Debentures held by them will continue to remain outstanding. All Convertible Debentures that remain outstanding may be redeemed at the option of ViXS,
mature in either September 2019 or January 2020, depending on the series, and are secured by a first ranking security interest over the assets of ViXS. The
Convertible Debentures carry an entitlement to a 10% premium to principal upon redemption at the option of ViXS until December 31, 2017. Each holder of
a Convertible Debenture shall receive upon the subsequent conversion of such Convertible Debenture in accordance with its terms, shares of common stock
of Pixelworks.
The maximum number of shares of Pixelworks common stock that may be issued in the event that all Convertible Debentures convert into common stock of
Pixelworks is approximately 1.067 million shares.
The Consideration Shares, and the right to receive shares of common stock of Pixelworks upon conversion of the Convertible Debentures will be issued in
reliance upon Section 3(a)(10) of the Securities Act of 1933, as amended (the “Securities Act”), which exempts from the registration requirements under the
Securities Act any securities that are issued in exchange for one or more bona fide outstanding securities where the terms and conditions of such issuance and
exchange are approved, after a hearing upon the fairness of such terms and conditions at which all persons to whom it is proposed to issue securities in such
exchange shall have the right to appear, by any court expressly authorized by law to grant such approval. Additionally, Pixelworks has agreed to file by
October 31, 2017 a registration statement on Form S-3 registering the shares of common stock to be issued upon conversion of any Convertible Debentures.
At Closing, the Company repaid ViXS’ outstanding debt with Comerica Bank of approximately $4 million, using its cash on hand.
The foregoing description of the Agreement does not purport to be complete and is qualified in its entirety by reference to the full text of the Agreement, a
copy of which was originally filed as an exhibit to the Company’s Current Report on Form 8-K filed on May 23, 2017, and is incorporated herein by
reference.
Item 3.02.

Unregistered Sales of Equity Securities.

The disclosure under Item 2.01 of this Current Report on Form 8-K relating to the Agreement and the issuance of Consideration Shares and right to receive
shares of common stock of Pixelworks upon conversion of the Convertible Debentures thereunder is incorporated herein by reference.

Item 7.01

Regulation FD Disclosure.

On August 2, 2017, Pixelworks issued a press release announcing the closing of the Arrangement under the Agreement. A copy of the press release is being
furnished as Exhibit 99.1 hereto and is incorporated herein by reference.
The information in this Item 7.01 of this Current Report on Form 8-K shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of
1934 (the “Exchange Act”) or incorporated by reference in any filing under the Securities Act or the Exchange Act, except as shall be expressly set forth by
specific reference in such a filing.
Item 9.01

Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired.
The Company intends to file the historical financial statements of ViXS for the periods specified in Rule 8-04(b) of Regulation S-X in an amendment to
this report under cover of Form 8-K/A no later than 71 calendar days after the date this Current Report on Form 8-K was required to be filed.
(b) Pro Forma Financial Information.
The Company intends to furnish pro forma financial information relating to the ViXS acquisition required pursuant to Rule 8-05 of Regulation S-X in an
amendment to this report under cover of Form 8-K/A no later than 71 calendar days after the date this Current Report on Form 8-K was required to be
filed.
(d) Exhibits.

Exhibit No.

Description
Arrangement Agreement between Pixelworks, Inc. and ViXS Systems Inc. dated May 18, 2017 (filed as Exhibit 2.1 to the
Company’s Current Report on Form 8-K filed May 23, 2017, and incorporated herein by reference).

2.1
2.2
99.1

Plan of Arrangement (Schedule A to the Arrangement Agreement), as approved by the Ontario Superior Court of Justice
(Commercial List).
Press Release dated August 2, 2017.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
PIXELWORKS, INC.
(Registrant)
Dated:

August 8, 2017

/s/ Steven L. Moore
Steven L. Moore
Vice President, Chief Financial
Officer, Secretary and Treasurer
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Plan of Arrangement (Schedule A to the Arrangement Agreement), as approved by the Ontario Superior Court of Justice
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Exhibit 2.2

PLAN OF ARRANGEMENT UNDER SECTION 192
OF THE CANADA BUSINESS CORPORATIONS ACT
Article 1
DEFINITIONS AND INTERPRETATION
1.1

Definitions

Unless indicated otherwise, where used in this Plan of Arrangement, terms used but not defined shall have the meanings
specified in the Arrangement Agreement (as defined below) and the following terms shall have the following meanings (and
grammatical variations of such terms shall have corresponding meanings):
“Affected Person” has the meaning ascribed thereto in Section 5.3.
“Amalco” has the meaning ascribed thereto in Section 2.3(1)(l).
“Applicants” means, collectively, the Company and Subco.
“Arrangement” means an arrangement under Section 192 of the CBCA on the terms and subject to the conditions set out in this Plan of
Arrangement, subject to any amendments or variations to this Plan of Arrangement made in accordance with the terms of the
Arrangement Agreement or this Plan of Arrangement or made at the direction of the Court in the Final Order with the prior written
consent of the Applicants and the Purchaser, each acting reasonably.
“Arrangement Agreement” means the arrangement agreement made as of May 18, 2017 between the Company and the Purchaser, as
it may have been, or may from time to time be, amended, restated, replaced, supplemented or novated in accordance with its terms and
including all schedules to it.
“Arrangement Resolution” means the special resolution of the Company Shareholders approving this Plan of Arrangement.
“Articles of Arrangement” means the articles of arrangement of the Applicants in respect of the Arrangement, required by the CBCA
to be sent to the Director after the Final Order is made, which shall include the Plan of Arrangement and otherwise be in a form that is
satisfactory to the Applicants and the Purchaser, each acting reasonably.
“Broker” has the meaning ascribed thereto in Section 5.3(a).
“Business Day” means any day of the year, other than a Saturday, Sunday or any day on which major banks are closed for business in
Toronto, Ontario or San Jose, California.
“CBCA” means the Canada Business Corporations Act.
“Certificate of Arrangement” means the certificate of arrangement to be issued by the Director pursuant to subsection 192(7) of the
CBCA in respect of the Articles of Arrangement.
“Company” means ViXS Systems Inc., a corporation existing under the CBCA, and includes any successor to the Company, including
Amalco.
“Company Circular” means the notice of the Company Meeting and accompanying management information circular, including all
schedules, appendices and exhibits to, and information incorporated by reference in, such
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supplemented or otherwise modified from time to time in accordance with the terms of the Arrangement Agreement.
“Company Common Shares” means the common shares in the capital of the Company.
“Company Equity Awards” means the Company Options and Company RSUs issued pursuant to the Company LTIP.
“Company LTIP” means the Company’s Long-Term Incentive Plan (as amended on May 10, 2016).
“Company Meeting” means the annual and special meeting of Company Shareholders, including any adjournment or postponement of
such annual and special meeting in accordance with the terms of the Arrangement Agreement, to be called and held in accordance with
the Interim Order to consider the Arrangement Resolution and for any other purpose as may be set out in the Company Circular and
agreed to in writing by the Purchaser.
“Company Optionholders” means the holders of Company Options.
“Company Options” means the outstanding options to purchase Company Common Shares issued pursuant to the Company LTIP.
“Company RSUs” means the outstanding restricted share units issued pursuant to the Company LTIP.
“Company Shareholders” means the registered or beneficial holders of the Company Common Shares, as the context requires.
“Company Warrantholders” means the holders of Company Warrants.
“Company Warrants” means the common share purchase warrants of the Company, including the common share purchase warrants
of the Company (i) issued on January 12, 2016 to purchase up to an aggregate of 2,517,842 Company Common Shares at an exercise
price of $0.60 per Company Common Share, initial expiry date being 12 months from issuance with such expiry date having been
extended to September 9, 2017; (ii) issued on September 9, 2016 and November 21, 2016 to purchase up to an aggregate of 2,999,998
Company Common Shares at an exercise price of $0.60 per Company Common Share, expiring on September 9, 2017; (iii) issued on
September 9, 2016 to purchase up to an aggregate of 2,450,000 Company Common Shares at an exercise price of $0.50 per Company
Common Share, expiring on September 9, 2017; (iv) issued on October 31, 2016 to purchase up to an aggregate of 445,833 Company
Common Shares at an exercise price of $0.50 per Company Common Share, expiring on October 31, 2017; and (v) issued on July 12,
2012 to purchase up to an aggregate of 23,856 Company Common Shares at an exercise price of US$5.03 per Company Common
Share, expiring on July 12, 2019.
“Consideration” means the consideration to be received by the Company Shareholders pursuant to this Plan of Arrangement consisting
of 0.04836 of a Purchaser Share for each Company Common Share, subject to adjustment in the manner and in the circumstances
contemplated in Section 2.11 of the Arrangement Agreement.
“Consideration Shares” means the Purchaser Shares to be issued as Consideration pursuant to the Arrangement.
“Convertible Debentures” means the (i) 10.00% secured subordinated convertible debentures due January 12, 2020 of the Company
issued on January 12, 2016 in the aggregate principal amount of $3,424,266, and (ii) 10.00% secured subordinated convertible
debentures due September 9, 2019 of the Company issued on September 9, 2016 and November 21, 2016, in the aggregate principal
amount of $4,200,000.
“Convertible Debentures Subject to Roll-over” means those Convertible Debentures whose holders have agreed in writing prior to the
Effective Date to amend their Convertible Debentures on the Effective Date, such that they
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“Court” means the Ontario Superior Court of Justice (Commercial List).
“Depositary” means such Person as the Purchaser may appoint to act as depositary for the Company Common Shares in relation to the
Arrangement, with the approval of the Company, acting reasonably.
“Director” means the Director appointed pursuant to section 260 of the CBCA.
“Dissent Rights” has the meaning specified in Section 3.1(1).
“Dissenting Shareholder” means a registered holder of Company Common Shares who has validly exercised Dissent Rights and has
not withdrawn or been deemed to have withdrawn such exercise of Dissent Rights, but only in respect of the Company Common Shares
in respect of which Dissent Rights are validly exercised by such holder in strict compliance with the terms of the Dissent Rights.
“Dissent Shares” means Company Common Shares held by a Dissenting Shareholder and in respect of which the Dissenting
Shareholder has validly exercised Dissent Rights.
“Effective Date” means the date shown on the Certificate of Arrangement giving effect to the Arrangement.
“Effective Time” means 12:01 a.m. on the Effective Date, or such other time as the Parties agree to in writing before the Effective Date.
“Fair Market Value” means the closing price of the Company Common shares on the Toronto Stock Exchange on the fourth trading
day immediately preceding the Effective Date.
“Final Order” means the final order of the Court made pursuant to section 192 of the CBCA in a form acceptable to the Company and
the Purchaser, each acting reasonably, approving the Arrangement, as such order may be amended by the Court (with the consent of
both the Company and the Purchaser, each acting reasonably) at any time prior to the Effective Date or, if appealed, then, unless such
appeal is withdrawn or dismissed, as affirmed or as amended (provided that any such amendment is acceptable to the Applicants and
the Purchaser, each acting reasonably) on appeal.
“Governmental Entity” means: (i) any international, multinational, national, federal, provincial, state, regional, municipal, local or
other government, governmental or public department, central bank, court, tribunal, arbitral body, commission, commissioner, board,
bureau, ministry, agency or instrumentality, domestic or foreign; (ii) any subdivision or authority of any of the above; (iii) any quasigovernmental or private body exercising any regulatory, expropriation or taxing authority under or for the account of any of the
foregoing; or (d) any stock exchange.
“Interim Order” means the interim order of the Court made pursuant to section 192 of the CBCA in a form acceptable to the
Applicants and the Purchaser, each acting reasonably, providing for, among other things, the calling and holding of the Company
Meeting, as such order may be amended by the Court with the consent of the Applicants and the Purchaser, each acting reasonably.
“In-the-Money Options” means those Company Options, if any, that as of the Effective Time are exercisable at prices less than the Fair
Market Value.
“In-the-Money Warrants” means those Company Warrants, if any, that as of the Effective Time are exercisable at prices less than the
Fair Market Value.
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ordinance, code, rule, regulation, order, injunction, notice, judgment, decree, ruling or other similar requirement, whether domestic or
foreign, enacted, adopted, promulgated or applied by a Governmental Entity that is binding upon or applicable to such Person or its
business, undertaking, property or securities, and to the extent that they have the force of law, policies, guidelines, notices and
protocols of any Governmental Entity, as amended.
“Letter of Transmittal” means the letter of transmittal to be delivered by Company to the Company Shareholders providing for
delivery of the certificates representing the Company Shareholder’s Common Shares to the Depositary.
“Lien” means any mortgage, charge, pledge, hypothec, security interest, prior claim, encroachments, option, right of first refusal or first
offer, occupancy right, covenant, assignment, lien (statutory or otherwise), defect of title, or restriction or adverse right or claim, or
other third party interest or encumbrance of any kind, in each case, whether contingent or absolute.
“Option Surrender Shares” has the meaning ascribed thereto in Section 2.3(1)(b).
“Parties” means the Company, Subco and the Purchaser, and “Party” means any one of them.
“Person” includes any individual, partnership, association, body corporate, organization, trust, estate, trustee, executor, administrator,
legal representative, government (including Governmental Entity), syndicate or other entity, whether or not having legal status.
“Plan of Arrangement” means this plan of arrangement, subject to any amendments or variations hereto made in accordance with
Section 8.1 of the Arrangement Agreement or Section 5.1 or made at the direction of the Court in the Final Order with the prior written
consent of the Applicants and the Purchaser, each acting reasonably.
“Purchaser” means Pixelworks, Inc., a corporation existing under the laws of Oregon, United States.
“Purchaser RSUs” has the meaning ascribed thereto in Section 2.3(1)(h).
“Purchaser SIP” means the Purchaser’s Amended and Restated 2006 Stock Incentive Plan.
“Purchaser Shares” means the shares of common stock in the capital of the Purchaser.
“Subco” means 10280518 Canada Inc., a corporation incorporated under the CBCA and a wholly-owned Subsidiary of the Company.
“Tax Act” means the Income Tax Act (Canada).
“Warrant Surrender Shares” has the meaning ascribed thereto in Section 2.3(1)(c).
“Withholding Obligation” has the meaning ascribed thereto in Section 5.3.
1.2

Interpretation Not Affected by Headings

The division of this Plan of Arrangement into Articles, Sections, subsections and paragraphs and the insertion of headings are
for convenience of reference only and shall not affect in any way the meaning or interpretation of this Plan of Arrangement. Unless the
contrary intention appears, references in this Plan of Arrangement to an Article, Section, subsection or paragraph by number or letter or
both refer to the Article, Section, subsection or paragraph, respectively, bearing that designation in this Plan of Arrangement.
1.3

Number and Gender
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versa, and words importing gender include all genders.
1.4

Certain Phrases

The words “including”, “includes” and “include” mean “including (or includes or include) without limitation,” and “the
aggregate of”, “the total of”, “the sum of”, or a phrase of similar meaning means “the aggregate (or total or sum), without
duplication, of.”
1.5

Affiliates and Subsidiaries

For the purpose of this Plan of Arrangement, a Person is an “affiliate” of another Person if one of them is a Subsidiary of the
other or each one of them is controlled, directly or indirectly, by the same Person. A “ Subsidiary” means a Person that is controlled
directly or indirectly by another Person and includes a Subsidiary of that Subsidiary. A Person is considered to “ control” another
Person if: (a) the first Person beneficially owns or directly or indirectly exercises control or direction over securities of the second
Person carrying votes which, if exercised, would entitle the first Person to elect a majority of the directors of the second Person, unless
that first Person holds the voting securities only to secure an obligation; or (b) the second Person is a partnership, other than a limited
partnership, and the first Person holds more than 50% of the interests of the partnership; or (c) the second Person is a limited
partnership, and the general partner of the limited partnership is the first Person.
1.6

Computation of time

A period of time is to be computed as beginning on the day following the event that began the period and ending at 4:30 p.m.
on the last day of the period, if the last day of the period is a Business Day, or at 4:30 p.m. on the next Business Day if the last day of
the period is not a Business Day.
1.7

Time

Time is of the essence in this Plan of Arrangement. All times expressed herein or in any Letter of Transmittal are local time in
Toronto, Ontario, Canada unless otherwise stipulated herein or therein.
1.8

Successors and Assigns

This Plan of Arrangement will be binding upon and enure to the benefit of the heirs, administrators, executors, representatives,
successors and permitted assigns of any Person named or referred to in this Plan of Arrangement.
1.9

Currency
All references in this Plan of Arrangement to dollars or to $ are references to Canadian dollars, unless otherwise specified.

1.10

Statutory References

References to a particular statute or law shall be to such statute or law and the rules, regulations and published policies made
thereunder, as in force as at the date of this Plan of Arrangement and, unless otherwise expressly provided, as the same may be
amended, re-enacted, consolidated or replaced from time to time.
1.11

Governing Law

This Plan of Arrangement will be governed by and interpreted and enforced in accordance with the laws of the Province of
Ontario and the federal laws of Canada applicable therein. All questions as to the interpretation
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exclusive jurisdiction of the Court.
ARTICLE 2
THE ARRANGEMENT
2.1

Arrangement Agreement
This Plan of Arrangement is made pursuant to the Arrangement Agreement.

2.2

Effectiveness

(1)

This Plan of Arrangement will become effective at, and will be binding at and after, the Effective Time, without any further act
or formality required on the part of any Person, on the Applicants, the Purchaser, all registered holders and all beneficial owners
of Company Common Shares (including, for greater certainty, Dissenting Shareholders), all registered holders and all beneficial
owners of Company Equity Awards, all registered holders and all beneficial owners of Company Warrants, all registered holders
and all beneficial owners of Convertible Debentures Subject to Roll-over, the registrar and transfer agent in respect of the
Company Common Shares, the Depositary, and all other Persons.

(2)

The Articles of Arrangement and the Certificate of Arrangement shall be filed and issued, respectively with respect to the
Arrangement in its entirety. The Certificate of Arrangement shall be conclusive evidence that the Arrangement has become
effective and that each of the provisions Section 2.3 has become effective in the sequence and at the times set out therein.

(3)

Other than as expressly provided for herein, no portion of this Plan of Arrangement shall take effect with respect to any party or
Person until the Effective Time.

2.3

The Arrangement

(1)

Commencing at the Effective Time, the following steps shall occur and shall be deemed to occur as follows without any further
authorization, act or formality:
(a)

at the Effective Time, the Company shall issue to the holder of each Company RSU that is vested (or, if applicable,
becomes vested at or immediately prior to the Effective Time by reason of the Arrangement) in accordance with its
terms, and outstanding, immediately prior to the Effective Time, one Company Common Share for each such Company
RSU, and the holder of such Company RSUs shall be and shall be deemed to be the holder of such number of Company
Common Shares, and the central securities register of the Company shall be, and shall be deemed to be, revised
accordingly, but the holder of such Company RSU shall not be entitled to a certificate or other document representing
the Company Common Shares so issued;

(b)

concurrently with the preceding step, each Company Option outstanding and unexercised immediately prior to the
Effective Time shall be, and shall be deemed to be, fully vested and surrendered and transferred to the Company in
consideration for, in the case of any In-the-Money Options, the issuance by the Company of that number of Company
Common Shares (“Option Surrender Shares”) equal to (i) the number of Company Common Shares issuable upon
exercise of such In-the-Money Options immediately prior to the Effective Time minus (ii) the number of whole and
partial (computed to the nearest four decimal places) Company Common Shares that, when multiplied by the Fair
Market Value of a Company Common Share is equal to the aggregate exercise price of such In-the-Money Options, and
the Company Optionholder shall be and shall be deemed to be the holder of such number of Option Surrender Shares
and the central securities register of the Company shall be, and shall be deemed to be, revised accordingly, but the
Company
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No consideration shall be paid to the holders of Company Options that are not In-the-Money Options;
(c)

concurrently with the preceding step, each Company Warrant outstanding and unexercised immediately prior to the
Effective Time shall be, and shall be deemed to be, surrendered and transferred to the Company in consideration for, in
the case of any In-the-Money Warrants, the issuance by the Company of that number of Company Common Shares
(“Warrant Surrender Shares”) equal to (i) the number of Company Common Shares issuable upon exercise of such Inthe-Money Warrants immediately prior to the Effective Time minus (ii) the number of whole and partial (computed to
the nearest four decimal places) Company Common Shares that, when multiplied by the Fair Market Value of a
Company Common Share is equal to the aggregate exercise price of such In-the-Money Warrants, and the Company
Warrantholder shall be and shall be deemed to be the holder of such number of Warrant Surrender Shares and the
central securities register of the Company shall be, and shall be deemed to be, revised accordingly, but the Company
Warrantholder shall not be entitled to a certificate or other document representing the Warrant Surrender Shares so
issued. No consideration shall be paid to the holders of Company Warrants that are not In-the-Money Warrants;

(d)

immediately following the preceding step, the Company Warrants shall be terminated and cancelled (and all rights
thereunder shall expire) and be of no further force or effect and the central securities register of the Company shall be,
and shall be deemed to be, revised accordingly;

(e)

immediately following the preceding step, each Dissent Share shall be deemed to be transferred and assigned by such
Dissenting Shareholder, without any further act of formality on its part, to the Purchaser in accordance with, and for the
consideration contemplated in, Article 3 and:
(i)

the registered holder thereof shall cease to be, and shall be deemed to cease to be, the registered holder of each
such Dissent Share and the name of such registered holder shall be, and shall be deemed to be, removed from
the register of Company Shareholders in respect of each such Dissent Share, and at such time each Dissenting
Shareholder will have the rights set out in Section 3.1;

(ii)

the registered holder thereof shall be deemed to have executed and delivered all consents, releases, assignments
and waivers, statutory or otherwise, required to transfer and assign each such Dissent Share; and

(iii)

the Purchaser shall be, and shall be deemed to be, the holder of all of the outstanding Dissent Shares and the
central securities register of the Company shall be, and shall be deemed to be, revised accordingly;

(f)

immediately following the preceding step, each Company Common Share (other than Dissent Shares held by Dissenting
Shareholders who are ultimately determined to be entitled to be paid fair value for their Dissent Shares in accordance
with Article 3) shall be transferred and assigned by the holder thereof to the Purchaser, without any further act or
formality, in exchange for the Consideration, less any amounts withheld in accordance with Section 5.3;

(g)

concurrently with the preceding step, with respect to the Company Common Shares, the registered holder thereof shall
cease to be the holder of such Company Common Shares and to have any rights as holder of such Company Common
Shares other than the right to receive the Consideration, as the case may be, in accordance with this Plan of Arrangement
and the name of each such holder shall be removed from the register of holders of Company Common Shares;
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immediately following the preceding step, each Company RSU that is unvested and outstanding immediately prior to the
Effective Time shall be exchanged for a number of restricted share units of the Purchaser (the “Purchaser RSUs”)
authorized under the Purchaser’ SIP equal to 0.04836 per unvested Company RSU, rounded down to the nearest whole
unit, which shall entitle the holder of such Company RSUs to receive one Purchaser Share upon settlement of each such
Purchaser RSU. Each Purchaser RSU shall otherwise be subject to the same term to expiry and conditions to and manner
of vesting applicable to the corresponding Company RSU under the Company LTIP. Any document or agreement
previously evidencing such Company RSUs shall thereafter evidence and be deemed to reference Purchaser RSUs, with
any adjustments deemed be made thereto as are necessary to ensure consistency with the provisions of this Section
2.3(1)(h);

(i)

immediately following the preceding step, the Company LTIP and all outstanding Company Equity Awards shall be
terminated and cancelled (and all rights thereunder shall expire) and be of no further force or effect, and the central
securities register of the Company shall be, and shall be deemed to be, revised accordingly;

(j)

immediately following the preceding step, in accordance with the terms of the Convertible Debentures Subject to Rollover and the agreements in writing relating thereto, each holder of a Convertible Debenture Subject to Roll-over
outstanding immediately prior to the Effective Time shall receive upon the subsequent conversion of such Convertible
Debenture Subject to Roll-over in accordance with its terms, and shall accept in lieu of each Company Common Share
to which such holder was entitled upon such exercise, 0.04836 of a Purchaser Share, subject to adjustment in
accordance with the terms of the Convertible Debenture Subject to Roll-over;

(k)

immediately following the preceding step, to the extent that written notice to that effect is provided by the Purchaser to
the Company at least three (3) business days prior to the Effective Date, the stated capital of the Company Common
Shares shall be reduced, without distribution, to an amount which shall be no lower than $100,000 as determined by the
Purchaser and indicated in such written notice, and an amount equal to the amount of the reduction of the stated capital
shall be transferred and credited to the contributed surplus account of the Company; and

(l)

the Company and Subco shall be amalgamated and continued as one corporation (“Amalco”) under the CBCA in
accordance with the following:
(i)

Name. The Name of Amalco shall be “ViXS Systems Inc.”

(ii)

Registered Office. The registered office of Amalco shall be located in the City of Toronto in the Province of
Ontario. The address of the registered office of Amalco shall be 1210 Sheppard Ave. E., Suite 800, Toronto,
Ontario, M2K 1E3.

(iii)

Restrictions on Business. None.

(iv)

Articles. The articles of the Company prior to the Amalgamation shall be deemed to be the articles of
amalgamation of Amalco.

(v)

Restrictions on Transfer. None.

(vi)

Number of Directors. Amalco shall have a minimum of one director and a maximum of 10 directors, until
changed in accordance with the CBCA.

(vii)

First Directors. The first directors of Amalco shall be Todd DeBonis, Steve Moore and Indra Laksono.
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2.4

(viii)

Shares. All shares of Subco shall be cancelled without any repayment of capital in respect thereof; no shares will
be issued by Amalco in connection with the Amalgamation and all shares of the Company prior to the
Amalgamation shall be unaffected and shall continue as shares of Amalco.

(ix)

Stated Capital. The stated capital account of the shares of Amalco will be equal to the stated capital account in
respect of the Common Shares of the Company immediately prior to the Amalgamation.

(x)

By-laws. The by-laws of Amalco shall be the same as those of the Company implemented immediately prior to
the Amalgamation.

(xi)

Effect of Amalgamation. The provisions of subsection 186(a) to (g) of the CBCA shall apply to the
Amalgamation with the result that:
(A)

the amalgamation of the amalgamating corporations and their continuance as one corporation becomes
effective;

(B)

the property of each amalgamating corporation continues to be the property of the amalgamated
corporation;

(C)

the amalgamated corporation continues to be liable for the obligations of each amalgamating
corporation;

(D)

an existing cause of action, claim or liability to prosecution is unaffected;

(E)

a civil, criminal or administrative action or proceeding pending by or against an amalgamating
corporation may be continued to be prosecuted by or against the amalgamated corporation;

(F)

a conviction against, or ruling, order or judgment in favour of or against, an amalgamating corporation
may be enforced by or against the amalgamated corporation; and (vii) the Articles of Arrangement are
deemed to be the articles of incorporation of the amalgamated corporation and the Certificate of
Arrangement is deemed to be the certificate of incorporation of the amalgamated corporation.

Tax Election

The Company shall file the prescribed form of election under the Tax Act with the Canada Revenue Agency electing to cease
being a public corporation for purposes of the Tax Act as promptly as possible after all conditions therefor have been met.
2.5

Fractional Interests and Calculations

(1)

If the aggregate number of Consideration Shares to which a Company Shareholder would be entitled under this Plan of
Arrangement would include a fractional share, then the number of Consideration Shares that such former Company Shareholder
is entitled to receive shall be rounded down to the next whole number and no former Company Shareholder will be entitled to
any consideration or compensation in respect of such fractional Consideration Shares.

(2)

All calculations and determinations made by the Company for the purposes of this Plan of Arrangement, including, the
allocation of any fractional amounts shall be conclusive, final and binding upon the Company Shareholders.

- 10 2.6

Lost Certificates

In the event any certificate which immediately prior to the Effective Time represented one or more outstanding Company
Common Shares shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the Company Shareholder
claiming such certificate to be lost, stolen or destroyed, the Depositary will deliver in exchange for such lost, stolen or destroyed
certificate, the Consideration Shares that such Company Shareholder has the right to receive in accordance with Section 2.3 and such
Company Shareholder’s Letter of Transmittal. When authorizing such delivery of Consideration Shares in exchange for any lost, stolen
or destroyed certificate, the Company Shareholder to whom the delivery of Consideration Shares is to be made shall, as a condition
precedent to the delivery thereof, give a bond satisfactory to the Company and the Depositary in such sum as the Company may direct
or otherwise indemnify the Company in a manner satisfactory to the Company against any claim that may be made against the
Company with respect to the certificate alleged to have been lost, stolen or destroyed.
2.7

Transfers Free and Clear
Any transfer of securities pursuant to this Plan of Arrangement shall be free and clear of all Liens.
ARTICLE 3
RIGHTS OF DISSENT

3.1

Dissent Rights

(1)

Registered holders of Dissent Shares may exercise rights of dissent with respect to such Dissent Shares pursuant to and in the
manner set forth in section 190 of the CBCA as modified and supplemented by the Interim Order, the Final Order and this
Section 3.1 in connection with the Arrangement Resolution (the “Dissent Rights”); provided that, notwithstanding subsection
190(5) of the CBCA, the written objection to the Arrangement Resolution must be received by the Company not later than 5:00
p.m. two (2) Business Days immediately preceding the date of the Company Meeting.

(2)

Dissenting Shareholders who are ultimately determined to be entitled to be paid fair value for their Dissent Shares (i) shall be
entitled to be paid by the Purchaser the fair value of such Dissent Shares, which fair value, notwithstanding anything to the
contrary contained in Part XV of the CBCA, shall be determined as of the close of business on the Business Day before the
Arrangement Resolution was adopted, and (ii) will not be entitled to any other payment or consideration under the
Arrangement, including any payment that would be payable under the Arrangement had such registered holders not exercised
their Dissent Rights in respect of such Dissent Shares.

(3)

Dissenting Shareholders who validly withdraw their Dissent Rights or who are ultimately determined not to be entitled, for any
reason, to be paid fair value for their Dissent Shares shall be deemed to have participated in the Arrangement pursuant to
Section 2.3(1)(f) on the same basis as a non-dissenting holder of Company Common Shares.

(4)

In no circumstances shall the Company, the Purchaser, or any of their respective successors or any other Person be required to
recognize a Person exercising Dissent Rights unless such Person is the registered holder of those Company Common Shares in
respect of which such rights are sought to be exercised. In no case shall the Company, the Purchaser, the Depositary, the
registrar and transfer agent in respect of the Company Common Shares or any other Person be required to recognize a
Dissenting Shareholder as a holder of Company Common Shares after the Effective Time and the name of each Dissenting
Shareholder shall be deleted from the register of holders of Company Common Shares as at the Effective Time as provided in
Article 2.
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No rights of dissent shall be available to Company Optionholders, Company Warrantholders, holders of Company RSUs or
holders of Convertible Debentures in connection with the Arrangement. In addition to any other restrictions under the CBCA,
holders of Company Common Shares who vote in favour of the Arrangement Resolution, or have instructed a proxyholder to
vote such Company Common Shares in favour of the Arrangement Resolution, shall not be entitled to exercise Dissent Rights
and shall be deemed to have not exercised Dissent Rights in respect of such Company Common Shares.
ARTICLE 4
EXCHANGE OF CERTIFICATES AND DELIVERY OF CONSIDERATION

4.1

Letter of Transmittal

At the time of mailing the Company Circular or as soon as practicable thereafter, the Company shall forward a Letter of
Transmittal to each registered Company Shareholder at the address of such Person as it appears on the register maintained by or on
behalf of the Company in respect of the holders of Company Common Shares.
4.2

Payment of Consideration

(1)

Prior to the filing of the Articles of Arrangement, the Purchaser shall deposit, or arrange to be deposited, with the Depositary, for
the benefit of applicable holders of Company Common Shares, share certificates or other entitlements to the aggregate number
of Consideration Shares payable to Company Shareholders under Section 2.3.

(2)

Upon surrender to the Depositary for cancellation of a certificate which immediately prior to the Effective Time represented
outstanding Company Common Shares (other than Company Common Shares in respect of which Dissent Rights have been
validly exercised and not withdrawn), together with a duly completed and executed Letter of Transmittal and such additional
documents and instruments as the Depositary may reasonably require, the Company Shareholder of such surrendered certificate
shall be entitled to receive in exchange therefor from the Depositary, and the Depositary shall deliver to such Company
Shareholder as soon as practicable after the Effective Time, the consideration which such holder has the right to receive under
this Plan of Arrangement for such Company Common Shares, less any amounts withheld pursuant to Section 5.3, and any
certificate so surrendered shall forthwith be cancelled.

(3)

Until surrendered as contemplated by Section 4.2(2), each certificate which immediately prior to the Effective Time represented
any Company Common Shares (other than Company Common Shares in respect of which Dissent Rights have been validly
exercised and not withdrawn) shall be deemed after the Effective Time to represent only the right to receive upon such
surrender consideration which such holder has the right to receive under this Plan of Arrangement for such Company Common
Shares as contemplated in Section 4.2(2), less any amounts withheld pursuant to Section 5.3. Any such certificate formerly
representing Company Common Shares not duly surrendered on or before the sixth anniversary of the Effective Date shall cease
to represent a claim by or interest of any former Company Shareholder of any kind or nature against or in the Company,
Amalco or the Purchaser. On such anniversary date, all certificates representing Company Common Shares shall be deemed to
have been surrendered to the Company and consideration to which such former holder was entitled, together with any
entitlements to dividends, distributions and interest thereon, shall be deemed to have been surrendered to the Company or any
successor thereof for no consideration.

(4)

Any Consideration Shares issuable pursuant to this Plan of Arrangement that are returned to the Depositary or that otherwise
remains unclaimed, in each case on or before the sixth anniversary of the Effective Date, and any right or claim to
Consideration Shares hereunder that remains outstanding on the sixth anniversary of the Effective Date, shall cease to represent
a right or claim of any kind or nature and the right of the Company Shareholder, Company Optionholder, Company
Warrantholder or holder of Company RSUs to receive the consideration for Company Common Shares, Company Options,
Company Warrants or
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forfeited to the Company or any successor thereof for no consideration.
(5)

No holder of Company Common Shares, Company Options, Company Warrants, Company RSUs or Convertible Debentures
shall be entitled to receive any consideration with respect to such securities other than the consideration to which such holder is
entitled to receive in accordance with Article 2 and this Section 4.2 and, for greater certainty, no such holder will be entitled to
receive any interest, dividends, premium or other payment or distribution in connection therewith other than as contemplated in
Section 5.4.
ARTICLE 5
GENERAL

5.1

Amendment

(1)

The Applicants and the Purchaser may amend, modify and/or supplement this Plan of Arrangement at any time and from time to
time prior to the Effective Time, provided that any such amendment, modification or supplement must be approved by the
Applicants and the Purchaser and, if made following the Company Meeting, approved by the Court and communicated to
Company Shareholders and others as may be required by the Interim Order in the manner required by the Court (if so required).

(2)

Any amendment, modification or supplement to this Plan of Arrangement which is directed by the Court following the
Company Meeting shall be effective only if (i) it is consented to in writing by the Applicants and the Purchaser, in each case,
acting reasonably, and (ii) if required by the Court, it is consented to by the Company Shareholders in the manner directed by
the Court.

(3)

Any amendment, modification or supplement to this Plan of Arrangement may be proposed by the Applicants or by the
Purchaser at any time prior to the Company Meeting, provided that the Applicants and the Purchaser shall each have consented
thereto in writing, with or without any other prior notice or communication, and if so proposed and accepted by the Persons
voting at the Company Meeting in accordance with the Interim Order, shall become part of this Plan of Arrangement for all
purposes.

(4)

This Plan of Arrangement may be withdrawn prior to the Effective Time in accordance with the terms of the Arrangement
Agreement.

(5)

Any amendment, modification or supplement to this Plan of Arrangement may be made following the Effective Date unilaterally
by Amalco, provided that it concerns a matter which, in the reasonable opinion of Amalco, is of an administrative nature
required to better give effect to the implementation of this Plan of Arrangement and is not adverse to the financial or economic
interest of any former Company Shareholder, Company Optionholder, Company Warrantholder, holder of Company RSUs or
any holder of Convertible Debentures Subject to Roll-over.

5.2

Consents, Waivers and Agreements

At the Effective Time, each Company Shareholder and any other Person affected by this Plan of Arrangement will be deemed to
have consented and agreed to all of the provisions of this Plan of Arrangement in its entirety.
5.3

Withholding Rights and Tax Reporting

The Purchaser, Company, Amalco and the Depositary, as the case may be, shall be entitled to deduct or withhold from any
amounts contemplated to be payable to any Company Shareholder, Company Optionholder, Company Warrantholder or holder of
Company RSUs under this Plan of Arrangement (an “Affected Person”) such amounts as are required to be deducted or withheld with
respect to such payment (a “Withholding Obligation”)
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shall remit or cause to be remitted the amount so deducted or withheld to the appropriate Governmental Entity. To the extent that
amounts are so deducted or withheld, such deducted or withheld amounts shall be treated for all purposes as having been paid to the
recipient of the payment in respect of which such deduction or withholding was made, provided that such deducted or withheld
amounts are actually remitted in accordance with applicable law to the appropriate taxing authority. The Purchaser, the Company,
Amalco or the Depositary shall also have the right to:
(a)

deduct, withhold and sell, or direct the Purchaser, the Company, Amalco or the Depositary to deduct, withhold and sell
on their behalf, on their own account or through a broker (the “Broker”), and on behalf of any Affected Person; or

(b)

require the Affected Person to irrevocably direct the sale through a Broker and irrevocably direct the Broker pay the
proceeds of such sale to the Purchaser, the Company, Amalco or the Depositary as appropriate (and, in the absence of
such irrevocable direction, the Affected Person shall be deemed to have provided such irrevocable direction),

such number of Purchaser Shares delivered or deliverable to such Affected Person pursuant to this Plan of Arrangement as is necessary
to produce sale proceeds (after deducting commissions payable to the Broker and other costs and expenses) sufficient to fund any
Withholding Obligations. Any such sale of Purchaser Shares shall be effected on a public market and as soon as practicable following
the Effective Date. None of the Purchaser, the Company, Amalco, the Depositary or the Broker will be liable for any loss arising out of
any sale of such Purchaser Shares, including any loss relating to the manner or timing of such sales, the prices at which the Purchaser
Shares are sold or otherwise.
In respect of the surrender and transfer of In-the-Money Options under this Plan of Arrangement, the Company shall make the election
provided for in subsection 110(1.1) of the Tax Act.
5.4

Post-Effective Time Dividends and Distributions

No dividends or other distributions payable in respect of Consideration Shares with a record date after the Effective Time, if
any, shall be paid to the holder of any certificate or certificates which, immediately prior to the Effective Time, represented outstanding
Company Common Shares transferred and assigned pursuant to Section 2.3(1)(f) in respect of which Consideration Shares were issued
pursuant to the Arrangement, and any such dividends and other distributions shall be paid by the Purchaser to the Depositary and shall
be held by the Depositary in trust for such holders, in each case until the surrender of such certificate or certificates (or affidavit in
accordance with Section 2.6) in accordance with Section 4.2(2) or until surrendered and/or forfeited in accordance with Section 4.2(3).
Subject to applicable Laws, following surrender of any such certificate or certificates (or affidavit in accordance with Section 2.6) in
accordance with Section 4.2(2) there shall be paid to the holder thereof, without interest, the amount of any dividends or other
distributions with a record date after the Effective Time theretofore paid with respect to such Consideration Shares to which such holder
is entitled pursuant to the Arrangement.
5.5

Paramountcy

From and after the Effective Time: (i) this Plan of Arrangement shall take precedence and priority over any and all Company
Common Shares, Company Options, Company Warrants and Company RSUs issued or outstanding prior to the Effective Time; (ii) the
rights and obligations of Company, Amalco, the Purchaser, all registered holders and all beneficial owners of Company Common
Shares, all registered holders and beneficial owners of Company Options, Company Warrants and Company RSUs, the registrar and
transfer agent in respect of the Company Common Shares and the Depositary shall be solely as provided for in this Plan of
Arrangement; and (iii) all actions, causes of action, claims, proceArtedings (actual or contingent and whether or not previously asserted)
based on or in any way relating to any Company Common Shares, Company Options, Company Warrants or Company RSUs
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Arrangement.
5.6

Further Assurances

Notwithstanding that the transactions and events set out in this Plan of Arrangement shall occur and be deemed to have
occurred in the order set out herein, without any further authorization, act or formality, each of the Parties shall make, do and execute,
or cause to be made, done and executed, all such further acts, deeds, agreements, transfers, assurances, instruments or documents as
may reasonably be required by any of them in order to implement this Plan of Arrangement and to further document or evidence any of
the transactions or events set out herein.

Exhibit 99.1

Pixelworks Completes Acquisition of ViXS Systems
SAN JOSE, Calif., August 2, 2017 -- Pixelworks, Inc. (NASDAQ: PXLW), a leading provider of visual processing solutions, and
Toronto-based ViXS Systems Inc. (TSX: VXS), a pioneer in media processing, encoding and transcoding solutions, today announced
that Pixelworks has completed its acquisition of ViXS by way of a Canadian plan of arrangement (the “Transaction”).
The Transaction, which was initially announced on May 18, 2017, was approved by ViXS shareholders at the ViXS 2017 Annual and
Special Meeting of shareholders held on July 27, 2017 in Toronto, Ontario. Under the terms of the Transaction, Pixelworks acquired all
of the outstanding common shares of ViXS in an all stock transaction, and ViXS shareholders received 0.04836 a share of Pixelworks’
common stock for each share of ViXS, resulting in the issuance of approximately 3.7 million shares of Pixelworks common stock,
valued at approximately US$17.7 million. The exchange ratio is equivalent to consideration of US$0.23 per ViXS common share,
based on the closing price of Pixelworks on August 1, 2017.
As a result of the completion of the Transaction, it is expected that the ViXS shares will be delisted from the Toronto Stock Exchange in
the coming days. ViXS will also be applying to the relevant securities regulatory authorities in Canada to cease to be a reporting issuer
for the purposes of securities legislation.
A registered ViXS shareholder must complete and send a letter of transmittal with the certificate(s) representing his, her or its ViXS
common shares to Computershare Investor Services Inc. in order to receive the consideration to which such ViXS shareholder is
entitled under the terms of the Transaction. A copy of the letter of transmittal is available under ViXS’ issuer profile on SEDAR at
www.sedar.com.
A non-registered ViXS shareholder will receive the consideration to which such ViXS shareholder is entitled through his, her or its
account with the broker, investment dealer, bank, trust company or other intermediary that holds common shares on such ViXS
shareholder’s behalf. A non-registered shareholder should contact his, her or its intermediary with any questions about this process.
Additional Transaction Details
Further details can be found in Pixelworks’ Form 8-K filed with the Securities and Exchange Commission within four business days of
closing of the Transaction.
About Pixelworks, Inc.
Pixelworks creates, develops and markets visual display processing solutions for applications that demand the very highest quality
images. At design centers around the world, Pixelworks engineers constantly push visual processing performance to keep
manufacturers of consumer electronics and professional displays worldwide on the leading edge. The Company is headquartered in San
Jose, CA. For more information, please visit the Company’s Web site at www.pixelworks.com.
Note: Pixelworks and the Pixelworks logo are registered trademarks of Pixelworks, Inc.

About ViXS Systems Inc.
ViXS is a pioneer and market leader in designing revolutionary media processing semiconductor solutions for video over IP streaming
solutions, with approximately 470 patents issued and pending worldwide, numerous industry awards for innovation, and over 39
million media processors shipped to date. ViXS is driving the transition to Ultra HD 4K across the entire content value chain by
providing professional and consumer grade chipsets that support the new High Efficiency Video Coding (HEVC) standard up to Main
12 Profile, reducing bandwidth consumption by 50% while providing the depth of color and image clarity needed to take advantage of
higher-resolution content. ViXS’ XCodePro 300 family is ideal for Ultra HD 4K infrastructure equipment, and the XCode 6000 family
of system-on-chip (SoC) products achieve unprecedented levels of integration that enable manufacturers to create cost-effective
consumer entertainment devices.
ViXS is headquartered in Toronto, Canada with offices in Europe, Asia and North America. VIXS™, the ViXS® logo, XCode®,
XCodePro™, and Xtensiv™ are trademarks and/or registered trademarks of ViXS. XConnex™ and other trademarks are the property of
their respective owners. For more information on ViXS, visit our website: www.vixs.com.
Safe Harbor Statement
This release contains forward-looking statements, including, without limitation, expectations with respect to the the timing of delisting of
the ViXS common shares from the Toronto Stock Exchange, within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These statements may be identified by use of terms
such as “will”, “expect” and similar terms or the negative of such terms. All statements other than statements of historical fact are
forward-looking statements for purposes of this release. Such statements are based on management's current expectations. Readers are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. All forward-looking
statements are subject to certain risks and uncertainties that could cause actual results to differ materially from those projected. Such
risks and uncertainties include but are not limited to the ability and timing to satisfy the conditions for delisting of the ViXS common
shares and ViXS ceasing to be a reporting issuer for the purposes of Canadian securities legislation. The forward-looking statements
contained in this release speak as of the date of this release, and Pixelworks does not undertake any obligation to update any such
statements, whether as a result of new information, future events or otherwise.
Pixelworks Contacts:
Investor Contact
Shelton Group
Brett Perry
P: +1-214-272-0070
E: bperry@sheltongroup.com
Company Contact
Pixelworks, Inc.
Steven Moore
P: +1-408-200-9221
E: smoore@pixelworks.com

