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AAC Technologies Holdings Inc. (“AAC Technologies” or the
“Company”) is a total solution-provider utilising the latest miniaturized technology
components across acoustic, haptic, radio frequency and optical segments. The
Company is already an established leading global supplier of miniaturized acoustic
components including a broad range of speaker boxes, speakers, receivers and Micro
Electro-Mechanical System (“MEMS”) microphones. The Company delivers integrated
solutions across multiple segments incorporating advanced proprietary technology
haptics vibrators, RF Mechanical and optical components. The Company serves a large
number of geographically diverse customers in the mobile electronics market and its
products are found in devices such as smartphones, tablets, wearables and notebooks.
The Company is global in scope with research and development centers in the People’s
Republic of China (the “PRC"), Singapore, Japan, the United States and Denmark, testing
laboratories in Singapore and South Korea, manufacturing facilities in the PRC and

Vietnam and sales offices throughout the world.

The English text of this annual report shall prevail over the
Chinese text in case of any inconsistency.

@ This annual report is printed on environmentally friendly paper.
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FINANCIAL HIGHLIGHTS

(detailed financial summary of results and assets and liabilities of the Group for 2012-2016 on page 117)

REVENUE PRE-TAX PROFIT
(RMB million) (RMB million)
15,507
3,435
11,739
2,512 2,581
8,879
8,096 1,980
6,283
2012 2013 2014 2015 2016 2012 2013* 2014 2015
TOTAL ASSETS NET ASSETS
(RMB million) 24,257 (RMB million)
11,354
16,420
9,192
13,279 7,932
10,677 6,130
8,926
2012 2013 2014 2015 2016 2012 2013 2014 2015
BASIC EARNINGS PER SHARE FULL YEAR DIVIDEND
(RMB) (HKS)
3.28
1.20
2'53 1.08
0.96
184 L5
0.71
1.41
2012* 2013* 2014 2015 2016 2012 2013** 2014 2015

*  The figures of year 2012/2013 were adjusted for one off items
**  Full year dividend of year 2013 includes one off items equivalent to HK$0.14
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CHAIRMAN'’S STATEMENT

Dear Shareholders,

2016 was another good year for AAC Technologies. We managed to grow sales year-on-year for seven years consecutively
and reached a new milestone with total revenue exceeding RMB15 billion or US$2 billion. These strong results come amid
a more saturated smartphone market. We have gradually evolved from an acoustic components supplier to an integrated
miniature technologies solutions provider through the accomplishment of significant initiatives which pave the way for
our long-term success.

The following were some of the major financial highlights for the year ended 31 December 2016:

. Revenue grew by 32% to RMB15,506.8 million and net profit rose by 30% to RMB4,025.7 million year-on-year, both
are new highs;

. Dual growth drivers comprising sales of dynamic components and non-acoustic solutions which grew by 29% and
56% respectively year-on-year, and both delivered gross margins of 40+9%;

. Annualized return on average equity (ROE) was 31.6%, up from 30.4% last year;

. Further strengthened balance sheet with cash on hand of RMB3,864.4 million, and, relatively low gearing ratio and
net gearing of 16.9% and 0.9% respectively; and

. A proposed total dividend of HK$1.47 per share for 2016, representing 23% growth over the previous year.

We are glad that AAC Technologies has been included in the 50-constituent stocks of the Hang Seng Index from 5
September 2016 which reaffirms the market’s recognition of our significant position in the technology sector of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Our market value hit a record high in August 2016, surpassing
HK$100 billion for the first time. That was more than 30-times the market value of our IPO offering in 2005.

MARKET REVIEW

2016 was a significant year of technological advancements for the smart devices market. The worldwide thrust in
innovative designs and interactive applications pushed handset makers to be more focused on the pursuit of better
specifications and faster devices in order to optimize the user experience. Dual cameras and stereo speakers were among
the best features to create better visual and audio entertainment. Moreover, further developments on enriching tactile
feedback and stronger waterproof features were rolled out with high-end models. All of these innovations triggered a new
cycle of upgrades for more sophisticated solutions.

While top-tier smartphones competed with individual innovations and differentiation, the mid- and low-tiers were inching
closer towards delivering comparable higher specifications at affordable prices. The competition among dozens of new
smartphones launched became very keen and replacement cycles have become shorter, driven by faster technology
upgrades. Although global shipment growth was at a single-digit percent for smartphones, the market size was large,
totaling 1.5 billion units for the year.

As always, AAC Technologies was at the vanguard of the technology migration by developing advanced acoustic solutions
that enabled us to maintain our leading market position. At the same time, faster growth was achieved due to the traction
from the non-acoustic segments. Our exceptionally strong design and production capabilities helped our customers
respond to consumer demand and expectations for innovative features in a new generation of smart devices.
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CHAIRMAN'’S STATEMENT

BUSINESS REVIEW

We delivered another set of solid results in 2016 with continued growth momentum from both the acoustic and non-
acoustic segments. The Company posted revenue and net profit of RMB15,506.8 million and RMB4,025.7 million,
representing a rise of 32% and 30% year-on-year respectively. Gross margin stayed at a high level of 41.5%. A major
upgrade trend involving stereo sound and waterproof features drove dynamic components sales, rising by 29% year-on-
year and accounting for 51% of total sales. RF Mechanical together with Haptics solutions, the two distinct contributors in
the non-acoustic business, grew by 56% year-on-year and contributed 45% of total sales in 2016 compared with only 1% in
2013. The Company’s continuous and effective cost controls drove operating expenses down to 12.4% from 14.2% in 2015.
Full year net profit margin of 26% was achieved.

We ended the year with strong revenue and earnings growth in the fourth quarter. Q4 revenue rose 49% year-on-year or
36% quarter-on-quarter to RMB5,736.5 million. Net profit of RMB1,570.7 million was recorded, up 55% when compared
with the same quarter last year and up 43% against the previous quarter. The strong growth from non-acoustic revenue
was the main contributor. Non-acoustic business grew by 73% sequentially, contributing over 56% of total sales in the
fourth quarter of 2016 and exceeding acoustic revenue for the first time. Again, we demonstrated strong execution on the
production front and exceptional capabilities in delivering advanced solutions to meet customers’ requirements. Q4 gross
margin was 41.7% and effective control of operating expenses supported the net profit margin improvement to 27.4%.

FINAL DIVIDEND

The Company continues to generate strong earnings and cash flow, further enhancing its already strong financial position,
with cash balance at year-end of RMB3,864.4 million. The Board proposed a final dividend of HK$1.17 (2015: HK$0.95) per
share. Together with the interim dividend of HK$0.30 per share, the full year basic dividend will be HK$1.47 (2015: HK$1.20)
per share, an increase of 23% year-on-year. The Company maintains a consistent dividend payout ratio of about 40% per
year.

Subject to Shareholders’ approval at the forthcoming annual general meeting to be held on 24 May 2017, the said final
dividend will be payable to Shareholders of the Company, whose names appear on the register of members of the
Company on 9 June 2017. Payment will be made on or about 21 June 2017.

SUSTAINABILITY

AAC Technologies defines sustainability as a commitment to build a strong and successful business for the future, while
minimizing negative environmental and social impacts, and sharing long-term values with its stakeholders. Sustainability
has now gradually been incorporated into our business, not only to address today’s pressing issues, namely climate
change, talent acquisition and corporate transparency, but to create value for our operations. Our commitments and
efforts are summarized in our annual Sustainability Report, and the fourth report is scheduled to be published on the
websites of the Stock Exchange and the Company this May.

We promote a corporate culture of continuous learning, improvement, and innovation. Reflecting this culture, we
successfully obtained 291 additional patents in 2016, of which 151 are for the non-acoustic segment, bringing our
intellectual property portfolio to a total of 1,993 patents. We filed another 1,157 patent applications, which bring us to a
total of 1,342 patents pending.
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CHAIRMAN'’S STATEMENT

PROSPECT

There are always many new developments in the technology sector. From rapid advancements in artificial intelligence for
various applications to further progress in virtual reality (VR), augmented reality (AR) and machine learning - devices and
applications are getting connected. The technological solutions and platforms are evolving at an unprecedented speed,
helping people increase productivity and satisfaction. Mobile devices are expected to play a vital role in connecting and
commanding the whole ecosystem. The focused portfolio of acoustic and non-acoustic solutions of the Company places it
in a strong position to capitalize on the increasing demand for better performing smart devices.

In 2017, some high-tier customers are preparing for specifications upgrades to differentiate themselves in the competitive
environment, while others will follow closely to strengthen their market position. We therefore expect attractive growth
potential from both the acoustic and non-acoustic segments. Apart from superior technological capabilities for leading
development of the industry, AAC Technologies owns integrated and multi-platform solutions. Not only has it helped
consolidate our position as a leading provider of the most advanced solutions, but it has also increased the penetration of
our new solutions from RF Mechanical, Optics and Haptics. When we strive to improve performance and product design,
our solutions can also extend from the current major smartphone arena to other new applications. For VR and AR, audio
and optical solutions together with RF designed mechanics and haptic feedback will bring totally immersive experiences
that stimulate the human senses of sight and sound in addition to touch. We are capable of shipping total solutions for
enhancing user experiences in these new areas.

Thanks to our well-defined development strategies and R&D focused vision, we believe we are able to achieve continuous
revenue growth and stable high profitability. Product expertise and innovation will enable us to deliver new technology
platforms with rich user experience and firmly establish us to be the leader of integrated miniature technologies provider.
We will continue in our efforts to adapt to new challenges and achieve sustainable long-term growth for all shareholders
in an ever-evolving market.

APPRECIATION

Lastly, on behalf of the Board, | would like to take this opportunity to express my sincere appreciation to all of our staff and
management for hard work which has contributed to a good set of results and established a strong base for future growth.
We are also grateful to our stakeholders for their support and trust in us. And, finally, my sincere thanks to my fellow Board
members for their guidance and wise counsel during the year.

Koh Boon Hwee
Chairman
22 March 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPANY OVERVIEW

AAC Technologies is a total solution-provider utilising the latest miniaturized technology components across acoustic,
haptic, radio frequency and optical segments. We are already an established leading global supplier of miniaturized
acoustic components including a broad range of speakers, receivers and MEMS microphones. We deliver integrated
solutions across multiple segments incorporating advanced proprietary technology haptics vibrators, RF Mechanical and
optical components. Our products are found in smart devices such as smartphones, tablets, wearables and PC notebooks.
We are global in scope with research and development centers and sales offices in key markets serving a large number of
geographically diverse customers in the mobile electronics market.

As a technology company, AAC Technologies recognizes the importance of continuous and focused research and
development. We will continue to develop and strengthen our research and development capabilities and our intellectual
property portfolio. Our management team is committed to identifying and evaluating appropriate opportunities to
invest or to form alliances with other global technology companies that will create synergy with the Company’s existing
technology capabilities.

PERFORMANCE OF BUSINESS SEGMENTS

The Company is operating in the technology component industry which is characterized by rapid technological
developments and specifications upgrade. In becoming an innovative solution provider, the Company has always worked
closely with customers throughout the design, manufacturing and distribution processes, and nimbly responded to
changing customers’ design specifications and production requirements. As such, there will be periodic variations of
performance of each business segment due to specific products launches, and varying market and industry conditions.

For the year ended 31 December 2016, the Group's total revenue reached RMB15,506.8 million, representing a year-on-
year increase of 32%. Dynamic components remained the largest earnings contributor, delivering 51% of total sales, while
the combined sales of Haptics and RF Mechanical business contributed 45% of total sales. AAC Technologies continues to
build a diversified product portfolio to drive revenue growth with a more balanced customer portfolio.

Dynamic Components

Dynamic components are components that actively produce sound, including speaker boxes, speakers and receivers. In
2016, revenue of the dynamic components segment was RMB7,955.8 million, representing 51% of the total revenue and a
year-on-year increase of 29%. Speaker box was the main revenue contributor, accounting for 29% of the total sales while
receivers and speakers delivered 17% and 5% respectively. Overall gross margin improved to 45.5% from 40.1% last year.

Overall sales revenue of the three major product lines among dynamic components have different year-on-year outcomes
reflecting stages of products specifications upgrade cycles and penetration market shares of individual customers:
speaker boxes and receivers grew 27% and 72% respectively, while speakers down 22% compared to 2015. The increasing
adoption of speaker boxes instead of speakers by Chinese customers mainly contributed to the growth of speaker boxes
sales. Waterproof and stereo sound features of smartphones resulted in higher selling price of speaker boxes and receivers
and stimulated growth of both product lines.

AAC Technologies Holdings Inc. | Annual Report 2016



MANAGEMENT DISCUSSION AND ANALYSIS

Haptics and RF Mechanical
There are two distinct contributing ‘non-acoustic’ businesses, namely Haptics and RF Mechanical.

During the year under review, Haptics and RF Mechanical business continued to deliver strong growth driven through
market expansion and share gain. Combined sales of Haptics and RF Mechanical jumped 56% to RMB6,940.2 million
from last year and contributed 45% of the total revenue. Haptics was the largest revenue contributor. Gross margin of
this combined segment stood at 40.1%, down from 50.8% last year reflecting the impact of product mix changes and
increasing production costs.

With more product launches by Chinese customers in 2016, RF Mechanical business delivered strong yearly growth
through market expansion and share gain especially for RF metallic structure solutions. The Company has enjoyed a
unique position because of its knowhow in integrating the capabilities of acoustic, mechanical, antenna design and
production plus RF MEMS tuner. With cross platform technologies, the Company could provide unique integrated
solutions that could fit in different form factor design and changes in material used.

For Haptics, as a technology leader with a strong intellectual property portfolio, the Company has proved itself to be a
supplier capable of meeting the most demanding technological specifications and requirements from our customers.
Together with good execution in production, the Company has secured its position as one of the major suppliers in this
new area.

MEMS Components: MEMS Microphones
In 2016, this segment declined 46% year-on-year to RMB535.4 million which the Company have purposely de-emphasize
in its product portfolio due to declining profitability, accounting for 3.5% of total sales. Gross margin achieved was 8.8%.

Other Products

Optics sales contribution together with some non-core components such as traditional microphones and headsets are
included under this category. The total amounted to RMB75.4 million, or 0.5% of total sales during the period under
review.

FINANCIAL REVIEW

Summary of Annual Results

AAC Technologies achieved a seventh consecutive annual sales record. During 2016, the Group delivered robust operating
performance with the organic growth in both acoustic and non-acoustic business segments. Our financial position
remained solid and the Company continues to maintain a strong and steady cash inflow from operating activities. The
Group recorded a net operating cash inflow of RMB4,812.0 million. Total revenue rose to RMB15,506.8 million for the
year ended 31 December 2016, up RMB3,767.9 million or 32.1% compared with 2015. Our overall gross profit reached
RMB6,442.5 million, representing an increase of RMB1,570.4 million or 32.2% compared to 2015. Gross profit margin was
41.5% same as last year’s level. Profit attributable to owners of the Company grew by 29.6% from RMB3,106.9 million
in 2015 to RMB4,025.7 million this year. Basic earnings per share therefore increased 29.6% from RMB2.53 last year to
RMB3.28 in 2016, consistent with the growth in profit attributable to owners of the Company.

As for tax, the Group’s major operating subsidiaries fall under different tax regimes in Hong Kong, the PRC, Singapore and

Vietnam where different laws and regulations, and specific concessionary incentives apply for some specific locations.
During 2016, the Group'’s tax expenses were not impacted by any major changes in these taxation laws and regulations.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and Financial Resources

Our Group continued to maintain a healthy liquidity position and continued to maintain a steady cash inflow from
operating activities. Free cash flow from operation (i.e. EBITDA) to sales in 2016 stood at 36.6%, improving from 35.5% for
2015.

Cash and Cash Equivalents

As at 31 December 2016, the unencumbered cash and cash equivalents of the Group amounted to RMB3,864.4 million
(2015: RMB2,223.9 million), of which 70.8% (2015: 44.9%) was denominated in US dollar, 26.8% (2015: 45.9%) was
denominated in RMB, 0.6% (2015: 2.4%) was denominated in Japanese Yen, 0.4% (2015: 4.4%) was denominated in Hong
Kong dollar, 0.2% (2015: 0.9%) was denominated in Euros and 1.2% (2015: 1.5%) was denominated in other currencies.

Foreign Exchange
Given our international operations and presence, the Group faces foreign exchange exposure including transaction and
translation exposure.

It is the Group's consistent policy to centralize foreign exchange management to monitor total foreign currency exposure,
to net off affiliate positions and to consolidate hedging transactions with banks. As far as possible, the Group aims to
achieve natural hedging by investing and borrowing in the functional currencies. Where a natural hedge is not possible,
the Group will mitigate foreign exchange risks via appropriate foreign exchange contracts.

The Group has not entered nor will it enter into any derivative transactions for speculative trading purposes.

Trade Receivables and Trade Payables

As at 31 December 2016, the turnover days of trade receivables dropped by 12 days to 95 days as compared to year-end of
2015. Aging of trade receivables (net of allowance for doubtful debts) based on invoice dates between 0-90 days, 91-180
days and over 180 days were RMB4,096.6 million (2015: RMB3,188.4 million), RMB363.3 million (2015: RMB311.6 million)
and RMB59.5 million (2015: RMB33.1 million) respectively. We have received total subsequent settlement amounting to
RMB3,842.0 million up till 28 February 2017, representing 85% of the total amount outstanding, net of allowances, as at the
end of the reporting period.

During the year ended 31 December 2016, the Group has commenced legal proceedings against an emerging smartphone
brand (the “Debtor”) for settlement of the trade debts due from the Debtor. As part of the proceedings, the court has
granted an injunction order in favor of the Group to freeze certain assets of the Debtor, amongst which includes bank
balances. The Debtor has commenced negotiation with the Group to reach a settlement. Based on the value of the assets
frozen by the court and the ongoing negotiation with the Debtor, the Directors are of the opinion that no provision is
necessary for the amount due from the Debtor.

The Group's trade payables turnover days rose by 19 days to 121 days as compared to year-end of 2015. Aging of trade
payables based on invoice dates between 0-90 days, 91-180 days and over 180 days were RMB3,459.4 million (2015:
RMB1,728.2 million), RMB491.7 million (2015: RMB308.5 million) and RMB0.4 million (2015: RMB0.8 million) respectively.
The Group monitors closely and will continue to improve on the management of its trade receivables and trade payables
in order to better utilize the available financial resources.

Gearing Ratio and Indebtedness
As at 31 December 2016, the Group’s gearing ratio was 16.9% (2015: 11%), which is calculated by dividing total loans and

borrowings by total assets. Netting off cash and cash equivalents, net gearing ratio was 0.9%.

The short-term bank loans and long-term bank loans of the Group as at 31 December 2016 amounted to RMB3,303.3
million (2015: RMB1,158.9 million) and RMB789.1 million (2015: RMB648.7 million) respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

Charges on Group Assets

Apart from bank deposits amounting to RMB111.1 million that were pledged to banks mainly to purchase fixed assets
for Optics business as at 31 December 2016 (2015: RMBO.1 million), no other Group assets were charged to any financial
institutions.

Management believes that the Group’s current cash and cash equivalents, together with available credit facilities
and expected cash flow from operations, will be sufficient to satisfy the current operational requirements and capital
expenditure of the Group.

Capital Expenditure

The Group continues to invest in capital expenditure during the period to capture new market opportunities and support
its long-term business strategies. For the year ended 31 December 2016, capital expenditure incurred by the Group
amounted to RMB4,137.6 million (2015: RMB2,420.9 million), mainly for the acquisition of property, plant and equipment
for capacity expansion in both acoustic and non-acoustic business segments. The Group will invest a higher proportion of
capital expenditure on the non-acoustic business segments to strengthen our technology capabilities in this area. Capital
expenditures are generally funded by internal resources.

HUMAN RESOURCES

As at 31 December 2016, the Group employed 46,396 permanent employees, an increase of 30% from 35,687 as at 31
December 2015, brought about by the Company’s ongoing business development in the PRC and in other regions in Asia,
especially for new projects in all product segments.

Employees of the Group are remunerated based on their individual performance, professional qualifications, experience
in the industry and relevant market trends. Management regularly reviews the Group’s remuneration policy and appraises
the work performance of its staff. In addition to the basic salaries, allowances, social insurance and mandatory pension
fund contribution, employee remuneration also includes bonuses and share award scheme. As required by the relevant
regulations in the PRC, the Group participates in the social insurance schemes operated by the relevant local government
authorities. The Group also participates in the mandatory pension fund and social insurance schemes for our employees in
Hong Kong, Taiwan, Singapore, South Korea, Vietnam, Philippines, USA and various countries in Europe.

SHARE AWARD SCHEME

As announced by the Company on 23 March 2016, the Board resolved to adopt a share award scheme (the “Scheme”)
in which Employees (other than Excluded Employees) may be selected by the Board to participate. The purpose of the
Scheme is to permit the Company to grant Awards to Selected Employees as incentives for their contributions to the
Group and to attract suitable personnel for further development of the Group. The maximum number of shares that
may be awarded under the Scheme during its term is limited to 1.65% (i.e. 20,262,000 shares) of the issued share capital
of the Company from time to time. The maximum number of Awarded Shares that may be granted to any one Selected
Employee shall not exceed 0.5% (i.e. 6,140,000 shares) of the issued share capital of the Company from time to time.
Pursuant to the Scheme, shares will be subscribed for at a subscription price as determined by the Board, or purchased on
the Stock Exchange, by Bank of Communications Trustee Limited (the “Trustee”) at the cost of the Company and will be
held by the Trustee on trust for Selected Employee(s) under the Scheme before vesting. The Scheme does not constitute
a share option scheme pursuant to Chapter 17 of the Rules Governing the listing of Securities on the Stock Exchange (the
“Listing Rules”), and is a discretional scheme of the Company.

Since the date of adoption of the Scheme and up to 31 December 2016, no shares had been subscribed or purchased by
the Trustee pursuant to the rules and trust deed of the Scheme and no shares had been granted to Selected Employee(s)

under the Scheme.

The capitalized terms referred in this section shall have the same meanings as those defined in the announcement made
by the Company on 23 March 2016 relating to the adoption of the Scheme.

AAC Technologies Holdings Inc. | Annual Report 2016



MANAGEMENT DISCUSSION AND ANALYSIS

KEY RISK FACTORS

Some key risks factors and uncertainties affecting the Group are outlined below. The list is non-exhaustive and there may
be other risks and uncertainties in addition to those shown below which are not known to the Group or which may be
immaterial now but could become material in the future. Besides, this document does not constitute a recommendation
or an advice for anyone to invest in the securities of the Company and investors are advised to make their own judgment
or consult their own investment advisors before making any investment in the securities of the Company.

Risks Pertaining to the Smartphones Segment

A substantial part of the Group’s revenue is derived in the smartphone segment of the consumer mobile devices market.
As a result, the general state of the global economy, market conditions and consumer behaviour may have a significant
impact on the Group’s operating results and financial conditions.

To tackle this, the Company is continuously widening its product and technologies platforms to extend its reach to
different end applications, so as to diversify the sources of revenue and profit to reduce its dependency on any single
segment.

Reliance on a small number of Key Customers

The Group's five largest customers, which accounted for 74% of the Group's total revenue, are all related to the dynamic
consumer mobile devices industry, characterized by cycles of convergence and emergence of new brands. Loss of or
changes in market positions of any of these customers may materially and adversely affect the Group’s business, financial
condition and results of operations.

Nevertheless, the Group has strong established relationships with these major customers; four of them have been our
customers for over 4 years and the remaining one, an emerging smartphone brand who has already been our customer for
more than 2 years.

The credit terms granted are in the range of 60- to 90-day periods and are in line with those granted to other customers.
Subsequent settlements after the year-end of trade receivables from these major customers have been reviewed and are
satisfactory requiring no provisions.

Like many industries in today’s globalized world, the consumer mobile devices market experiences continuous
consolidation where a relatively small number of leading players tend to capture a relatively significant market share. As a
supplier to this industry, our Company has proactively managed growth and concentration risk in healthy balance and we
believe our results in the last decade are testimony to our ability to date to achieve this in the rapidly changing industry
landscape.

Operational Risks

The Group’s operation is subject to a number of risk factors specific to designing and providing technology solutions.
Whilst our business has been built on focusing on miniature acoustic components, the Group has been endeavoring
to develop new products and technologies platforms. In meeting future design specifications and production quality
requirements, our successful track records would not be able to assure we have the same continual success in miniature
acoustic components. Changes in technological design and performance specifications or other external factors may have
various levels of negative impact on the results of operations. Additionally, production and quality issues may happen
despite internal systems and policies set up for their prevention, which may lead to financial loss, litigation, or damage in
reputation.
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MANAGEMENT DISCUSSION AND ANALYSIS

We believe that the Company has a seasoned process in approaching meeting design specifications and quality
requirements and there are many over-lapping core design and production competencies that the Company is leveraging
on. This will put the Company on the best competitive position in terms of design capacity and timeliness to deliver. In
addition, the Company constantly reviews competition and market trends. The Company is committed to innovation
and has consistently reinvested significant resources on research and development in the recent five years to build broad
solution and intellectual property portfolios and maintain a competitive position. The Company has put in place a quality
management system. All products are subject to thorough and comprehensive testing to meet customers’ requirements
and international standards. The Company will continue to improve internal process capability and set up a solid base for
continual improvement in product reliability.

Foreign Exchange Risks

The Group’s reporting currency is Chinese Renminbi (RMB) and our sales to overseas customers are predominantly
denominated in US currency (USD), therefore the Group is exposed to exchange rate risks that could impact financial
reporting results.

The cash flow revenue income to the Group in denominations of the two currencies are mostly, over time, in balanced
proportions. In addition, various corresponding banking borrowing facilities have been arranged in these two currencies,
namely, RMB and USD, to meet our daily operating expenses and capital investment requirements.

Hence, in our operating business model, the Group’s revenue is mostly matched to the currencies of the outlay; which in
the past few years, had mitigated the impact of foreign exchange fluctuations.

PAST PERFORMANCE AND FORWARD-LOOKING STATEMENTS

The performance and the results of operation of the Group as set out in this document are historical in nature and past
performance is not a guarantee of future performance. This document may contain certain statements that are forward-
looking or which use certain forward-looking terminologies. These forward-looking statements are based on the current
beliefs, assumptions and expectations of the Board of Directors of the Company regarding the industry and markets in
which it operates. Actual results may differ materially from expectations discussed in such forward-looking statements
and opinions. The Group, the Directors, employees and agents of the Group assume (a) no obligation to correct or update
the forward-looking statements or opinions contained in this document; and (b) no liability in the event that any of the
forward-looking statements or opinions do not materialise or turn out to be incorrect.

Since listing, the Company has been making quarterly results announcements. The Company has experienced, and
expects to continue to experience, fluctuations in sales and results of operations from one quarter to the next. We believe
that quarter-to-quarter comparisons of our results of operations are, to some extent, meaningful to reflect cyclical and
seasonal nature of the industry the Company operates in. However, such comparisons should not be relied upon as sole
indicators of the longer term performance such as annual results.
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EXECUTIVE DIRECTORS

Mr. Benjamin Zhengmin Pan (“Mr. Pan”), aged 48, is an executive Director and Chief Executive Officer (“CEQ") of the
Company. Mr. Pan co-founded the Group in 1993. Mr. Pan is responsible for providing strategic direction and leadership
and for developing and implementing the Group’s strategic objectives and business plans. Specifically, Mr. Pan is
responsible for overseeing the coordination between sales and marketing, research and development, manufacturing,
and other functions including quality assurance, finance and human resources. Mr. Pan has been instrumental in
spearheading the Group’s expansion outside the PRC. In 1996, he co-founded and was appointed President and CEO
of American Audio Component Inc. (“AAC U.S.”). Mr. Pan also co-founded Shenzhen Meiou Electronics Corporation
(“Shenzhen Meiou”) in 1998 and American Audio Components (Changzhou) Co., Ltd. (“Changzhou AAC”) in 2000. In
addition to his experience in sales and marketing, manufacturing and management, he has also been instrumental
in leading our research and development strategy, and has developed a number of patents used in the design and
manufacturing some of the Company’s acoustic products. Mr. Pan graduated from the )T & & BN #2242 (Jiangsu
Province Wujin Teacher School) in 1987. Mr. Pan is the spouse of Ms. Ingrid Chunyuan Wu (“Ms. Wu”), the non-executive
Director and a substantial Shareholder of the Company.

Save as disclosed above, Mr. Pan does not have any relationships with other Directors, senior management, substantial
Shareholders or controlling Shareholders (as defined in the Listing Rules ) of the Group. Save as aforesaid, Mr. Pan did not
hold other directorship in any public companies the securities of which are listed on any securities market in Hong Kong or
overseas in the past three years but he has directorship in a number of subsidiaries of the Company.

The term of appointment of Mr. Pan is set out in the “Directors and Service Contracts” section of the Directors’ Report on
page 21 of this annual report. Mr. Pan is subject to retirement by rotation and re-election in accordance with the article
of association of the Company. He is entitled to a basic salary of approximately US$700,000 per year (effective from 1
July 2015) and will be paid monthly in arrears which is determined upon negotiation between Mr. Pan and the Company
at arm’s length on the basis of his previous experience, professional qualifications, responsibilities to be involved in
the Company and the amount of time devoted to the Company’s business as well as the current financial position of
the Company and the prevailing market conditions and which is subject to review periodically as determined by the
Company.

The interests of Mr. Pan in the shares (within the meaning of Divisions 7 and 8 of Part XV of the Securities and Futures
Ordinance (Chapter 571 of Laws of Hong Kong)) (the “SFO"), were as follows:

Number of Approximate percentage
ordinary shares of shareholding

Name of Director Capacity/ Nature of interest

Mr. Pan Beneficial owner/ interest of child 495,317,652 40.34%
under 18 and spouse/ interest of (Note)
controlled corporation

Note:

Mr. Pan beneficially owns 69,512,565 shares. In addition, Mr. Pan is deemed or taken to be interested in the following shares for the
purposes of the SFO:

(i) 51,439,440 shares which are beneficially owned by Silver Island Limited, a company wholly-owned by Mr. Pan;
(ii) 262,820,525 shares representing the aggregate of (a) 134,828,594 shares which are beneficially owned by Sapphire Hill Holdings

Limited, a company wholly-owned by Ms. Wu; and (b) 127,991,931 shares which are beneficially owned by Ms. Wu and as Ms. Wu
is his spouse, he is deemed to be interested in such 262,820,525 shares; and
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(i) 111,545,122 shares representing the aggregate of (a) 106,806,278 shares which are deemed to be interested by Mr. Pan and
Ms. Wu's descendents, as beneficiaries of the Pan 2005 Irrevocable Trust dated 10 May 2005; and (b) 4,738,844 shares which are
deemed to be interested by Mr. Pan and Ms. Wu's descendents, as beneficiaries of the Pan 2005 Exempt Trust dated 10 May 2005.
Two children of Mr. Pan and Ms. Wu both over the age of 18. Two children have no discretion over distributions or investments in
their trusts until distribution is made to them.

Save as disclosed above, Mr. Pan does not hold any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which would
be required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
including interests and short position which they are deemed or taken to have under such provisions of the SFO, or which
would be required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) in the Listing Rules.

Mr. Mok Joe Kuen Richard (“Mr. Mok”), aged 53, is an executive Director of the Company. With over 20 years of experience
in the financial services industry: employments with international accountancy firms such as KPMG, the Hong Kong-listed
brokerage South China Group, Asian Capital Partners Group and the Hong Kong-listed banking group Dah Sing Financial
Holdings. Mr. Mok is a member of the Hong Kong Institute of Certified Public Accountants and the Institute of Chartered
Accountants in England and Wales. Mr. Mok held a diploma in applied psychology from Hong Kong Baptist University
and graduated with a Bachelor degree of Economics from the London School of Economics and Political Science, London
University.

Mr. Mok does not have any relationships with other Directors, senior management, substantial Shareholders, or controlling
Shareholders (as defined in the Listing Rules) of the Group. Save as aforesaid, Mr. Mok did not hold other directorship in
any public companies the securities of which are listed on any securities market in Hong Kong or overseas in the past three
years.

The term of appointment of Mr. Mok is set out in the “Directors and Service Contracts” section of the Directors’ Report on
page 21 of this annual report. Mr. Mok is subject to retirement by rotation and re-election in accordance with the article
of association of the Company. He is entitled to a basic salary of approximately HK$2,557,500 per year (effective from 1
April 2014) and will be paid monthly in arrears which is determined upon negotiation between Mr. Mok and the Company
at arm’s length on the basis of his previous experience, professional qualifications, responsibilities to be involved in the
Company and the amount of time devoted to the Company’s business as well as the current financial position of the
Company and the prevailing market conditions, and, is subject to review periodically as determined by the Company.

The interests of Mr. Mok in the shares (within the meaning of Divisions 7 and 8 of Part XV of the SFO), was as follows:

Number of Approximate percentage
ordinary shares of shareholding

Name of Director Capacity/ Nature of interest

Mr. Mok Beneficial owner 100,000 0.01%

Save as disclosed above, Mr. Mok does not hold any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which would
be required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
including interests and short position which they are deemed or taken to have under such provisions of the SFO, or which
would be required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code in the Listing Rules.
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NON-EXECUTIVE DIRECTOR

Ms. Wu, aged 46, is a non-executive Director of the Company and a member of the Audit and Risk Committee of the
Company (the “Audit and Risk Committee”). Ms. Wu co-founded the Group in 1993. In 1996, she co-founded and later
became chief financial officer of AAC U.S.. She also co-founded Shenzhen Meiou in 1998, Changzhou AAC in 2000, and YEC
Electronics Limited in 2001. Before Mr. Du Kuang-Yang joined the Group as the chief operating officer in March 2005, Ms.
Wu was responsible for the day-to-day operations of these companies. Ms. Wu graduated from & /1274 224 (Changzhou
School of Public Health) in 1989. Ms. Wu is the spouse of Mr. Pan, the executive Director, CEO and a substantial Shareholder
of the Company. She has directorship in a number of subsidiaries of the Company. She is currently a director of &5 1t
R B R A A (Shenyang General Magnetic Co., Ltd.) in China.

Save as disclosed above, Ms. Wu does not have any relationships with other Directors, senior management, substantial
Shareholders, or controlling Shareholders (as defined in the Listing Rules) of the Group. Save as aforesaid, Ms. Wu did not
hold other directorship in any public companies the securities of which are listed on any securities market in Hong Kong or
overseas in the past three years and she does not hold any other position in the Group.

The term of appointment of Ms. Wu is set out in the “Directors and Service Contracts” section of the Directors’ Report on
page 21 of this annual report. Ms. Wu is subject to retirement by rotation and re-election in accordance with the article of
association of the Company. She is entitled to the director’s fee of US$66,300 per year or such other sum as the Company
may from time to time decide, which is determined upon negotiation between Ms. Wu and the Company at arm’s length
on the basis of her previous experience, professional qualifications, responsibilities to be involved in the Company and
the amount of time devoted to the Company'’s business as well as the current financial position of the Company and the
prevailing market conditions. Her director’s fee is subject to Shareholders’ approval at the annual general meeting.

The interests of Ms. Wu in the shares (within the meaning of Divisions 7 and 8 of Part XV of the SFO), were as follows:

Number of Approximate percentage
ordinary shares of shareholding

Name of Director Capacity/ Nature of interest

Ms. Wu Beneficial owner/interest of child 495,317,652 40.34%
under 18 and spouse/interest of (Note)
controlled corporation

Note:

Ms. Wu beneficially owns 127,991,931 shares. Ms. Wu is also deemed or taken to be interested in the following shares for the purposes of
the SFO:

(i) 134,828,594 shares which are beneficially owned by Sapphire Hill Holdings Limited, a company wholly-owned by Ms. Wu;

(ii) 120,952,005 shares representing the aggregate of (a) 51,439,440 shares which are beneficially owned by Silver Island Limited,
a company wholly-owned by Mr. Pan; and (b) 69,512,565 shares which are beneficially owned by Mr. Pan and as Mr. Pan is her
spouse, she is deemed to be interested in such 120,952,005 shares; and

(iii) 111,545,122 shares representing the aggregate of (a) 106,806,278 shares which are deemed to be interested by Mr. Pan and
Ms. Wu's descendents, as beneficiaries of the Pan 2005 Irrevocable Trust dated 10 May 2005; and (b) 4,738,844 shares which are
deemed to be interested by Mr. Pan and Ms. Wu's descendents, as beneficiaries of the Pan 2005 Exempt Trust dated 10 May 2005.
Two children of Mr. Pan and Ms. Wu both over the age of 18. Two children have no discretion over distributions or investments in
their trusts until distribution is made to them.
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Save as disclosed above, Ms. Wu does not hold any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which would
be required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
including interests and short position which they are deemed or taken to have under such provisions of the SFO, or which
would be required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code in the Listing Rules.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Koh Boon Hwee (“Mr. Koh"), aged 66, is the Chairman of the Board and an independent non-executive Director. He
is Chairman of the Remuneration Committee (the “Remuneration Committee”) and a member of the Audit and Risk
Committee. Mr. Koh has been appointed to the Board since 9 November 2004. He brings with him extensive management
experience and leadership, and has over 30 years of experience in the IT-related and electronics industries.

He is currently the chairman (executive) of Credence Partners Pte Ltd, which manages Credence Capital, a private equity
fund focused on SMEs in South East Asia.

He is also currently the chairman (executive) of Sunningdale Tech Ltd and chairman (non-executive) of Yeo Hiap
Seng Limited and Far East Orchard Ltd (all publicly-listed in Singapore). Mr. Koh also serves on the board of Agilent
Technologies, Inc. (publicly-listed in the US). He is chairman (non-executive) of Rippledot Capital Advisers Pte Ltd as well as
FEO Hospitality Asset Management Pte Ltd and FEO Hospitality Trust Management Pte Ltd, both private companies, which
manage Singapore listed Far East Hospitality Trust.

In the non-profit sector, he is chairman of the Nanyang Technological University Board of Trustees in Singapore and a
director of the Hewlett Foundation in the US.

Mr. Koh was previously chairman of DBS Group Holdings Ltd (2005-2010), Singapore Airlines Ltd (2001-2005), SIA
Engineering Company Ltd (2003-2005), Singapore Telecom Group and its predecessor organizations (1986-2001), Omni
Industries Ltd (1996-2001), all being listed companies in Singapore; executive chairman of Wuthelam Holdings Pte Ltd
(1991-2000) and before that, managing director of Hewlett Packard Singapore (1985-1990), where he started his career in
1977. Mr. Koh was also a director of Temasek Holdings Pte Ltd (1996-2010), and a member of the executive committee of
the board (1997-2010).

Mr. Koh graduated from the Imperial College, University of London, with a Bachelor’s Degree (First Class Honours) in
Mechanical Engineering. Mr. Koh also holds a Master’s Degree in Business Administration (Distinction) from Harvard
Business School. Mr. Koh was awarded Singapore’s Public Service Star in 1991, the Meritorious Service Medal in 1995, and
the Distinguished Service Order in 2008 by the President of Singapore.

Mr. Koh does not have any relationships with other Directors, senior management, substantial Shareholders, or controlling
Shareholders (as defined in the Listing Rules) of the Group. Save as aforesaid, Mr. Koh did not hold other directorship in
any public companies the securities of which are listed on any securities market in Hong Kong or overseas in the past three
years and he does not hold any other position in the Group.

The term of appointment of Mr. Koh is set out in the “Directors and Service Contracts” section of the Directors’ Report on
page 21 of this annual report. Mr. Koh is subject to retirement by rotation and re-election in accordance with the article of
association of the Company. He is entitled to the director’s fee of US$139,000 per year or such other sum as the Company
may from time to time decide, which is determined upon negotiation between Mr. Koh and the Company at arm’s length
on the basis of his previous experience, professional qualifications, responsibilities to be involved in the Company and
the amount of time devoted to the Company’s business as well as the current financial position of the Company and the
prevailing market conditions. His director’s fee is subject to Shareholders” approval at the annual general meeting.

AAC Technologies Holdings Inc. | Annual Report 2016



BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The interests of Mr. Koh in the shares (within the meaning of Divisions 7 and 8 of Part XV of the SFO), was as follows:

Number of Approximate percentage of
ordinary shares shareholding

Name of Director Capacity/ Nature of interest

Mr. Koh Beneficial owner 795,562 0.06%

Save as disclosed above, Mr. Koh does not hold any interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which would
be required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
including interests and short position which they are deemed or taken to have under such provisions of the SFO, or which
would be required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code in the Listing Rules.

Dato’ Tan Bian Ee (“Dato’ Tan"), aged 70, was appointed as an independent non-executive Director, the Chairman of the
Nomination Committee (the “Nomination Committee”) and a member of the Remuneration Committee of the Company
on 11 September 2009. In December 2014, he was re-appointed as the CEO and executive director of MFS Technology
(S) Pte Ltd., a company listed in Singapore from which he retired in February 2014. He stepped down from Singapore
Airlines Engineering Company on July 2010 after 6 years of service. Dato’ Tan was the chief operating officer of Avago
Technologies and Worldwide Sales and Global Operations prior to his retirement in February 2009. He joined Hewlett-
Packard in 1973 and was promoted to Hewlett-Packard Malaysia managing director in 1989. He was then appointed as
the President of Agilent Technologies Malaysia and Singapore in 1999 when Hewlett-Packard spun off its Semiconductor
Component Operations to form Agilent Technologies Inc.. Dato’ Tan has been council member in the Industrial
Coordination Council under the Ministry of International Trade & Industry of Malaysia since 2000. Dato’ Tan was a director
of Singapore Workforce Development Agency under the Singapore Ministry of Manpower from 2004-2005. He was
also the Northern Region Chairman for Young Enterprise from 2003-2004, a community educational programme under
the auspices of the American Malaysian Chamber of Commerce and a founder member of Penang Skills Development
Corporation.

Dato’ Tan holds a Diploma in Medical Laboratory Technology and Management Studies, as well as a Master of Business
Administration with Distinctions from the Golden Gate University. He was awarded the Pingat Kelakuan Tertinggi
(Exemplary Leadership Award), Darjah Johan Negeri (DJN - Second Highest State Award) and the Darjah Setia Pangkuan
Negeri which carries the title Dato’ (DSPN) in 1991, 1995 and 1999 respectively from the State Government of Penang,
Malaysia.

Dato’ Tan does not have any relationships with other Directors, senior management, substantial Shareholders, or
controlling Shareholders (as defined in the Listing Rules) of the Group. Save as aforesaid, Dato’ Tan did not hold other
directorship in any public companies the securities of which are listed on any securities market in Hong Kong or overseas
in the past three years and he does not hold any other position in the Group.

The term of appointment of Dato’ Tan is set out in the “Directors and Service Contracts” section of the Directors’ Report
on page 21 of this annual report. Dato’ Tan is subject to retirement by rotation and re-election in accordance with the
articles of association of the Company. Dato’ Tan is entitled to a director’s fee of US$56,200 per year or such other sum