Chairman’s Statement £ E i &

I am pleased to present to you the results for the year
ended 30th June, 2006. During the year, the Group has
achieved strategic progress by signing the joint venture
agreement (the “JV Agreement”) with Interlink Realty
International, Corp. (“Interlink”) and Island Global Yachting
Acquisition LLC (“IGY"”) on 11th August, 2006. The
entering of the JV Agreement has not only provided the
Company a premium immediate cash return for half of
the stake in our resort development project in the British
Virgin Islands, it has further strengthened the Group’s
position in becoming a worldwide resort developer.

RESULTS

The Group’s audited consolidated profit before taxation
for the year ended 30th June, 2006 amounted to
approximately HK$10,760,000, representing a decrease of
approximately 89.3% compared to last year. The decrease
in profit from operation was mainly due to the significant
increase in fair value of investment property for the
corresponding year as a result of the early adopting of
the new Hong Kong Financial Standards.

According to the JV Agreement, when the transaction
contemplated under the JV Agreement is completed on or
before 30th November, 2006, the Group is expected to
receive a disposal gain of approximately US$26.2 million
(approximately HK$204,360,000) or approximately
US$20.95 million (approximately HK$163,410,000) if the
Group receives US$35.25 million (approximately
HK$274,950,000) or US$30 million (approximately
HK$234,000,000) respectively. Upon completion of the
transactions under the JV Agreement, the Group will hold
50% of the total interest in Quorum Island (BVI) Limited
("Quorum™) and its attributable interest in Quorum will
be recognized using the proportionate consolidation
method under Hong Kong Accountings Standard 31
“Interests in Joint Venture” provided that Quorum is
qualified as a jointly controlled entity.
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PLEDGE OF ASSETS

As at 30th June, 2006, the carrying values of investment
properties, prepaid lease payments, property, plant and
equipment pledged by the Group to secure banking
facilities granted to the Group amount to HK$178,750,000
(2005: HK$275,800,000), HK$216,000 (2005: HK$222,000
as restated) and HK$1,398,000 (2005: HK$1,530,000 as
restated) respectively. As at 30th June, 2006, the Group
has also pledged its fixed deposit of HK$3,059,000 (2005:
HK$2,969,000).

BUSINESS REVIEW

(i) Property Development

In view of the booming travel and resort industry,
the Group aims to become a worldwide prestigious
resort developer, targeting the upscale resort market
in the world. The Group is well-positioned to
capture the booming resort, golf, and marina
market in the US and Europe. During the year under
review, we have made strategic progress on our
pipeline project and had partnered with high-end
strong resort developers with a view to deliver
promising returns in the future.

The British Virgin Islands Project (“BVI Project”)
continued to be our signature resort development
project, and in view of the great development
potential and expected significant investment
returns of the BVI Project, we are pleased to have
Interlink and IGY as our shareholders and partners
in the Caribbean Sea. The participation of Interlink
and IGY contributes extensive property and resort
management experience into the Project.
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During the first half of the financial year, the Group
together with some of the world-class specialists
including Jack Nicklaus Signature, EDSA, ATM, Hill
Glazier, Harris Civil Engineers and Wilson &
Associates etc. have finalized the master plan of
the BVI Project which features a 5-star luxury hotel,
branded residency, an 18-hole signature golf course,
and a state-of-the art mega yacht facility. The
finalized master plan had been approved by the
British Virgin Islands Government.

On 2nd December, 2005, the Group's wholly-owned
subsidiary, Quorum signed an agreement with the
Government of the British Virgin Islands for the
development of Beef Island where the BVI Project
is located (the “Development Agreement”). Under
the Development Agreement, Quorum has been
granted pioneer status on golf course, marina and
mega-yacht facilities, and hotel aid on hotel and
all branded villas, residences and fractional units.
Many benefits are also granted to the Company
which include a ten years (which is extendable) tax
holidays and import duty exemptions on capital
equipment. In addition, a ten years (which is
extendable) tax holidays and import duty
exemptions on building materials and equipment
are also available to Quorum under the Hotel Aid
Act of the Development Agreement. All these
benefits have greatly minimized the development
and operation cost of the Project, and is a sign of
the Government's strong support towards our BVI
project.
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(i)

During the reporting year, the Group had reviewed
several potential property and resort developments.
On 16th June, 2006, the Group reached an
acquisition agreement to purchase a site with an
area size of approximately 413 US acre located in
St. Croix Island of the United States Virgin Islands
(USVI) for the consideration of US$21,000,000
(approximately HK$163,800,000). However, the
results of the due diligence conducted by our
consulting firms revealed certain geographical
conditions which affect the property and its
surrounding and render the property unsuitable for
the development of a five star hotel complex. As
the Group’s business strategy is to continue to
develop resort businesses around the world, the
Group considered the limited potential of the
property and decided to terminate the agreement
with the vendors on 10th July, 2006.

The Group will continue to explore other suitable
opportunities to further expand our resort
businesses, in a view to bring a sustainable return
to our shareholders.

Investment Properties

The Company believes that property investments in
Hong Kong can bring high returns to the Group.

In light of the increasing value of real estate in the
Hong Kong property market, it is a great
opportunity and an appropriate time for the Group
to realize its investment in the Hong Kong property
market. Hence, during the year ended 30th June,
2006, the Group sold an investment property (the
"Property”) located at 41/F, Far East Finance Centre,
No. 16 Harcourt Road, Hong Kong at a net
consideration of HK$118.2 million with its original
cost of HK$60,480,000. The Group’'s other
investment properties, mainly located in Hong Kong
and PRC, generated a total rental revenue of
approximately HK$8,526,000 during the year under
review. With reference to the market value of similar
properties in the same locations, the Group believes
that the rental yield is fair and reasonable and will
use its best endeavours to bring a positive
investment return to our shareholders.

(ii)
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(iii) OEM Business

During the year ended 30th June, 2006, the OEM
of electronic business continued to form part of
the Group’s stable source of revenue. Despite the
fierce market competition, the Group’'s OEM
manufacturing company, supported by a stable
customer base, was able to maintain its market
share during the year.

In order to improve its production capacity, the
Group moved its factory of OEM businesses to a
larger factory in Shenzhen, PRC in April 2006 where
the factory has increased its machinery intake to
accommodate higher production volume.

OUTLOOK

The success of the Company rests on our ability to
capitalize on global vision and foresight. We believe the
growing potential lies on the upscale resort development
businesses. In view of that, we are now positioned to
develop more resorts in the tropical areas with the BVI
Projects being our first flagship resort development project.
We have strategically allied ourselves with world-renown
architects, designers, and resort developers, in order to
reposition ourselves as a well-regarded resort developer.

To signify the Group’s transition to resort development
business, the Group has changed its Company name from
Applied International Holdings Limited to Applied
Development Holdings Limited. The new name would
be more appropriate to reflect the core objectives of the
Company and our directions in future business
development. Our new logo also represents the
international venues of the Company and illustrates the
Group's goal as a worldwide resort developer.
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Property Development

With an increasing growth of affluent individuals
in the US and Europe, there is a continuing demand
for high-end brands of resort around the world.
These wealthy individuals are high income earners
and often look for luxurious ways to pamper
themselves, such as vacationing in tropical
paradises. As people are getting more
environmental conscious nowadays, destinations
where local cultures and environments are preserved
are most sought after.

In addition, the golf market recorded a robust
growth with an increasing demand for such sport.
By having a 5-star signature golf course, golf
residences can yield a high premium in value.
Furthermore, the recreational marina industry is also
a rapidly growing segment of global economics.

Hence, we aim to become a worldwide prestigious
resort developer targeting the upscale resort market.
Positioned to capture the booming resort, golf, and
marina market in the US and Europe, we have
partnered with strong resort development expertise
to deliver promising returns in the future.

The BVI Project

The BVI Project continues to bring promising
development to the Group. With the approval of
the JV Agreement being granted by the shareholders
of the Company on 28th September, 2006, the
management expects the transactions contemplated
thereunder to be completed before 30th November,
2006.

(i)
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(i)

The BVI project features the following:

(1) a 5-star luxury condo hotel with 200 keys
condo hotel rooms;

(2) branded residential units of approximately
350 units be located at marina bay, golf
residential, Mount Alma and ocean-view
residential;

(3) fractional ownership club;

(4) a 18 holes Jack Nicklaus Signature golf
course;

(5) a marina village with state-of-the-art mega-
yacht facility; and

(6) airport commercial with guest house, shops,
restaurants, amphitheatre and offices.

The Group also expects to launch the presales of
residential and fractional units in early 2007.

In view of the steady growth of the resorts and
property sector, the Group is determined to achieve
further increase in business in the upcoming years.
As the BVI Project is currently our signature project,
we shall continue to seek new islands for further
development.

OEM Business

After the relocation of OEM factory and the
replacement of more advanced machinery in April
2006, it is expected that the factory will be able to
increase its production capacity by 25% and its
competitive edges will also be improved.

It is expected that the new production plant will be
able to bring our OEM business to another level.
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PORTAL OPERATION

The Group leveraged on Internet tool by establishing our
new corporate website www.applieddev.com. The new
website serves as an electronic channel to enhance
communication between the Company and the
shareholders. It allows them to access to the most updated
corporate and investor information.

LIQUIDITY AND FINANCIAL INFORMATION

As at 30th June, 2006, the Group's total net assets value
and borrowings amounted to HK$439.5 million and
HK$48.1 million respectively and the gearing ratio was
11.0% as compared to 17.6% of the corresponding year,
representing a comparatively low level of the Group.

As at 30th June, 2006, the majority of the Group’s assets
were valued in Hong Kong or United States dollars and
the exposure of foreign exchange and fluctuation of the
US dollars were insignificant to the Group.

STAFF

At 30th June, 2006, the total number of employees of
the Group amounted to 337 (2005: 335). The staff of the
Group are rewarded by attractive salary packages and
comprehensive medical insurance, provident fund and
discretionary bonus.
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CORPORATE GOVERNANCE REPORT

The details of the corporate governance report was set
out in pages from 26 to 33 of the Annual Report 2006.

EXPOSURE TO EXCHANGE RATE FLUCTUATIONS

The Group does not engage in interest rate or foreign
exchange speculative activities. It is the Group’s policy to
manage foreign exchange risk through matching foreign
exchange income with expenses, and where exposure to
foreign exchange is anticipated, appropriate hedging
instrument will be used.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to take this
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By order of the Board
Hung Wong Kar Gee, Mimi
Chairman

Hong Kong, 17th October, 2006
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