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ANNOUNCEMENT

DISCLOSEABLE TRANSACTION

The Directors announce that, on 9 August 2011, LGyaative Limited (the “Subscriber”), an indirect
wholly-owned subsidiary ofolomon Systech (International) Limitéthe “Company”), entered into the
Agreement with, inter aliaC2 Microsystems Inc("C2"), pursuant to which the Subscriber subsctibe

for New Shares of C2, representing approximatelp@4of the Issued Share Capital of C2 (as enlarged
by the issue of thélew Sharesand the Other New Shares) at a consideration &L080,000. To the
best of the knowledge, information and belief & Directors, having made all reasonable enqui@es,
and the Existing Shareholders (including the Ofaloscribers), and their ultimate beneficial owners,
are third parties independent of the Company amdanhnected persons (as defined under the Listing
Rules).

As one of the relevant percentage ratios set oGhiapter 14 of the Listing Rules is more than 5%|bu
less than 25%, the Subscriptiand any further subscription of shares (if any@med to in the paragraph

(1)

headed "The Agreement - Completion" belaonstitutes a discloseable transaction for the Gom
under Chapter 14 of the Listing Rules.

THE AGREEMENT

Date

9 August 2011



Parties

(1) Subject company: C2 Microsystems Inc. (“C2")fadbless semiconductor company focusing on the
development and sales of SOC for Internet TV. Tlibst of the knowledge, information and beliethaf
Directors, having made all reasonable enquiriesa@®the Existing Shareholders (including theiimate
beneficial owners) are third parties independerithefCompany and its connected persons (as defiméer

the Listing Rules).

(2) Subscriber: Loyal Creative Limited, a compangarporated in Hong Kong with limited liability arisl
an indirect wholly-owned subsidiary of the Compahige principal business of the Subscriber is inmesit
holding. The Subscriber subscribed for the New &h@sued by C2.

(3) Other Subscribers: Four Existing Shareholdeas subscribed for the Other New Shares. The mahci
businesses of the Other Subscribers are primaniyestment holding. To the best of the knowledge,
information and belief of the Directors, having readll reasonable enquiries, the Other Subscribers
(including their ultimate beneficial owners) arérdhparties independent of the Company and its eotau
persons (as defined under the Listing Rules).

Asset to be acquired

The Subscriber subscribed for the New Shares, [#4%03,670 new C2 Series C Preferred Shares. &efor
the issue of the New Shares and the Other New §h@gehad 4,149,902 common shares, 41,320,964sSerie
A-1 preferred shares and 44,073,877 Series B pegfahares in issue.

As a result of the Subscription, the Subscribed$i@pproximately 24.0% of the Issued Share Cagpitai2

(as enlarged by the issue of the New Shares an@ttier New Shares, assuming that the Other Sulessrib
will complete their respective subscription of @twiin accordance with the Agreement). Based on the
unaudited net equity value of C2 as at 30 June 2@king into account of the Subscription, thereatied
value of the Company’s interest in C2 is approxahyatS$1,000,000.

Consideration

US$9,000,000

The Consideration was determined after arm’s lengtiotiation between C2 and the Subscriber. Iviagi
at the Consideration, the Directors also consid€@ieithe synergy that the Subscription will create fr@ah
joint business development of the Company and Jatarnet TV, through utilization of C2's technolog
and product readiness, to capture the rising letéfiy market; (b) adding Internet TV as a new puidine
of the Company to expand its product offerings &mgrovide total integrated circuits solutions fts
customers in the TV/Large Display business; (doiiicing Internet TV as one of the growth enginethe

Company; (d) leveraging C2’s established relatiggsslamong multimedia electronic manufacturers to
2



enhance the business development of the Compahyoét effectiveness resulting from similar set of
intellectual property and technology requirementsttee Company and C2; and (f) licensing certain
intellectual property rights from C2 at market terrtii) the unaudited net liabilities of C2 of apgimately
US$8,925,000 as at 30 June 2011, which is expeotedn positive to net assets after the Subsoriptind
the realization of the value in product readingsshie near term; and (iii) the future capital exgiaure
requirements of C2. The Board believes the Conaiier to be fair.

Payment terms

The Consideration will be paid in cash by the Stibec in full upon the execution of the Agreement.

Funding

The Consideration has been satisfied by the Sudesdiom the Company’s internal resources.

Completion

The Subscription was completed on 9 August 201 uisimeously with the execution of the Agreement.

Under the Agreement, the Subscriber has certasrigcluding:

. C2’s board of directors: The Subscriber is entitediesignate a director to C2's board of diregtors
which comprises six members including the diredsignated by the Subscriber.

. Series C warrants: THaubscribehas the right to purchase up to a maximum of 33BW0additional
C2 Series C Preferred Shares. This type of wawaastalso granted to Other Subscribers.

. Performance Warrant: If the Milestone is reachethiwian agreed time period, C2 will pay the
Subscriberan agreed amount of commission and issue toStiescriberan additional warrant to
purchase an additional 1,720,184 C2 Series C Peef&hares.

. Repurchase of Preferred Shares from the Subscifbam: or prior to 31 December 2013, C2 fails to
reach certain agreed performance metrics, the 8bbswvill have the right to require C2, and C2 has
the obligation, to buy back all or portion of C2i®e C Preferred Shares held by the Subscribdreat t
time of exercise of such right, at the original pleare purchase price plus an agreed interest.

INFORMATION ON C2
C2 is a company incorporated under the laws ofStta¢ée of Delaware, the United States of Americ&8@n

January 2004. C2 ia fabless semiconductor company focusingtan development and sales of SOC for
Internet TV.



Certain consolidated financial information of CZe&t out below:

For the
For the For the For the 6 months
year ended year ended year ended ended
31 December 31 December 31 December 30 June
2008 2009 2010 2011
(audited) (audited) (audited) (unaudited)
($US’000) ($US’000) ($US’000) ($US’000)
Total revenue 2,205 6,033 6,317 773
Net loss before taxation and
extraordinary items (11,935) (7,008) (9,803) (4,665)
Net loss after taxation and
extraordinary items (11,983) (7,008) (9,803) (4,665)
Net assets/(liabilities) 1,159 1,732 (4,533) (8,925)

REASONS FOR AND BENEFITS OF ENTERING INTO THE AGREE MENT

The principal activities of the Group consist ok tdesign, development, manufacturing and sales of
integrated circuits and system solutions for digplpplications.

As C2 is primarily engaged in the development aaldssof SOC for Internet TV, the Board consides th
Subscription as part of the Group’s strategy initediping on the rising Internet TV market to enbarthe
Group’s overall business development. The Subsen@llows the Group to (a) jointly develop Intetrfi&/
business with C2, through utilization of C2's tecluyy and product readiness, so as to captureishrey r
Internet TV market; (b) introducing Internet TV ase of the growth engines of the Group; (c) expidued
product offerings of the Group and provide totalegrated circuits solutions for its customers ie th
TV/Large Display business; (d) leverage C2's esthbd relationships among multimedia electronic
manufacturers to enhance the business developrmehe dsroup; (e) benefit from the cost effectivenes
resulting from similar set of intellectual propegyd technology requirements of the Company anda@6a;

(f) license certain intellectual property rightordr C2 at market terms. The Board believes that the
Subscription will create synergy and further sttbeg the competitiveness of the Group’s operation.

The Board is of the view that the Subscriptionnisthe interest of the Company and the terms of the
Agreement are on normal commercial terms, which fareand reasonable and in the interests of the
Company and the Shareholders as a whole.

The Board believes that the Subscription will netgise to any material effects on the assetsliabdities
of the Group.



LISTING RULES IMPLICATION

As the relevant applicable percentage ratio caledlan accordance with the Listing Rules is mom@ntb%

but less than 25%, the Subscription (and any furthdscription of shares (if any) referred to i th

paragraph headed "The Agreement - Completion" gbawestitutes a discloseable transaction on thiegbar
the Company under Chapter 14 of the Listing Rules.

DEFINITIONS

HACtH
“Agreement”

“Board”

uczn

the United States Securities Act of 1933

the subscription agreement of the New Shares aher®tew Shares dated
9 August 2011 and entered into between the Sulesciie Other
Subscribers and C2 in relation to the Subscription

the board of Directors

C2 Microsystems Inc., a company incorporateder the laws of the State
of Delaware, the United States of America on 3udan2004

“C2 Series C Preferred SharesSeries C preferred shares to be issued by C2 ghae WS$0.001 per share

“Company”

“Completion”
“connected persons”
“Consideration”

“Director(s)”

“Existing Shareholders”
“Group”

“Hong Kong”

“Issued Share Capital”

“Listing Rules”

“Milestone”

and convertible into the common stock of C2

Solomon Systech (International) Limited, a compaacprporated in
Cayman Islands with limited liability and whose sdsaare listed and
traded on the main board of the Stock ExchangeeStat the Company
are ordinary shares of HK$0.10 each in the shagsgataf the Company
9 August 2011

has the same meaning as edc¢adbt under the Listing Rules
US$9,000,000

director(s) of the Company (includiindependent non-executive
directors)
the existing sharehold#r€2 prior to the Subscription

the Company and its subsidiaries
the Hong Kong Special Administrativedton of the PRC
consisted of all commorrefiand Preferred Shares in issue

the Rules Governing the Listing of Securities o 8tock Exchange, as
amended from time to time

the milestone at which the Performawearrants will be granted to the
Subscriber if the agreed terms are met
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“New Shares”

“Other New Shares”

“Other Subscribers”

“Performance Warrants”

“PRC”
“Preferred Shares”

“Shareholder(s)”
“SOoC”

“Stock Exchange”
“Subscriber”

“Subscription”

HTV”
“US$’

Hong Kong, 9 August 2011

34,403,670 new C2 Series C Prefedtetes to be issued by C2 to the
Subscriber under the Agreement

the other 19,459,847 new C2S& Preferred Shares to be issued to the
Other Subscribers by C2 under the Agreement
the other four subscribers, being Existing Shadrs| of C2, that
subscribe for the Other New Shares under the Ageaem

the additional warrant tochase an additional 1,720,184 C2 Series C
Preferred Shares, to be granted toShbscriber by C2, if the Milestone is
reached within the agreed time period
the People’'s Republic of China

the Series A-1 preferred sh&@eses B preferred shares and C2 Series C
Preferred Shares issued or to be issued by C2eTgreterred shares are
not registered under the Act with the United St&esurities and
Exchange Commission and may not be sold in theedr8tates or to U.S.
Persons (as defined under Rule 902(k) adopted uhdexct) unless the
relevant preferred shares are registered undekaher an exemption
from the registration requirements of the Act iaitable

holder(s) of the Shares
system-on-chip

The Stock Exchange of Hong Kongited

Loyal Creative Limited, a companyadngorated in Hong Kong with
limited liability and is an indirect wholly-ownedissidiary of the
Company
the subscription of the New Shares and the Other Sleares by the
Subscriber and the Other Subscribers, respectigahguant to the
Agreement
television
US dollars, the lawful currency of the UrdtS&tates of America

By Order of the Board
Solomon Systech (International) Limited
Leung Kwong Wai
Managing Director

As at the date of this announcement, the Board comprises (a) Executive Directors - Dr. LEUNG Kwong Wai
(Managing Director) and Mr. LAl Woon Ching; (b) Non-executive Directors - Dr. LAM Pak Lee (Mr. SHEU
Wei Fu as his alternate), Mr. LI Xiaochun, Mr. LAl Weide and Mr. ZHAO Guiwu; and (¢) Independent
Non-executive Directors - Mr. SUN, Patrick (Chairman), Mr. CHOY Kwok Hung, Patrick, Mr. WONG Yuet
Leung, Frankie and Mr. YIU Joseph Tin-chong.



