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Prospectus Supplement No. 2
(To Prospectus dated June 6, 2006)

CHILCO RIVER HOLDINGS, INC.

6,481,334 shares of common stock

This prospectus supplement supplements the Praspeated June 6, 2006, relating to the sale 0b wb 6,481,334 shares of our common
stock. This prospectus supplement should be readrijunction with the Prospectus.

QUARTERLY REPORT ON FORM 10-QSB

On November 14, 2006, we filed with the Securiiad Exchange Commission the attached Quarterly i®epd-orm 10-QSB for the quarter
ended September 30, 2006. The text of the 10-Q%RBdshed hereto.

INVESTING IN OUR COMMON STOCK INVOLVESA HIGH DEGREE OF RISK.
SEE RISK FACTORS BEGINNING ON PAGE 6 OF THE PROSPECTUS.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY STATE SECURITIES COMMISSION HAS APPROVED C
DISAPPROVED OF THESE SECURITIES OR PASSED ON THEEEJACY OR ACCURACY OF THIS PROSPECTUS
SUPPLEMENT. ANY REPRESENTATION TO THE CONTRARY IS@RIMINAL OFFENSE.

The date of this prospectus supplement is Noverhbe?P00€



UNITED STATES
SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-QSB
[X] QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF 1934
For the quarterly period ended: September 30, 2006
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF 1934
Commission file number:

CHILCO RIVER HOLDINGSINC.
(Exact name of small business issuer as specifi@d charter)

NEVADA 98-0419129
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
355 LEMON AVENUE, SUITE C 91789
WALNUT, CA 91789 (zip code)

(Address of principal executive offices)

Issuer's Telephone Number: (909) 869-7933

Check whether the issuer (1) filed all reports megguito be filed by Section 13 or 15(d) of the Sé@ms Exchange Act of 1934 during the
preceding 12 months (or for such shorter periotittieregistrant was required to file such reppdsy (2) has been subject to such filing
requirements for the past 90 days.

Yes [X] No []
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
Yes[] No[X]

As of November 14, 2006 there were 47,848,00 0 shares of common stock
outstanding.

Transitional Small Business Disclosure Format (check one)

Yes[] No [X]
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Explanatory Note: On July 5, 2006, Chilco River #Hobs Inc. effected a two-for-one split by way tfck dividend. Each shareholder of
record on July 5, 2006 at 5:00 p.m. (Eastern Tireegived one additional share of common stock.n&%, 2006, there were 21,840,667
shares of common stock issued and outstandingr gifteg effect to the stock dividend, the Compduayg 43,681,334 shares. Information
contained in this quarterly report gives retroae®ffect to the stock dividend.

CHILCO RIVER HOLDINGSINC.
CONDENSED CONSOLIDATED BALANCE SHEET
(Expressed in US$)

September 30,
2006

ASSETS
Current Assets
Cash $ 534,376
Accounts receivable, net of allowance for doubtful accounts

of $ nil as of September 30, 2006 109,085
Inventory 213,217
Prepaid expense & other current assets 140,088
VAT tax recoverable 107,145
Total Current Assets 1,103,911
Property, furniture & equipment,

net of accumulated depreciation of $7,145,046

as of September 30, 2006 16,903,464
Intangible Asset, net of accumulated amortization o f $115,776 9,146,324
Non Current Deferred Tax Asset 116,666
Total Other Assets 9,262,990
TOTAL ASSETS $ 27,270,365
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable $ 227,773
Accrued expenses and other payables 9,148
Loan from affiliates 55,558
Customer Deposit 100,000
Installment payable 2,617,589
Total Current Liabilities 3,010,067
Long-Term Liability 2,334,511
Installment Payable 5,344,578
TOTAL LIABILITIES
Shareholders' Equity
Common stock: $.001 par value, 100,000,000 authoriz ed
shares, 47,348,000 shares issued and outstanding 47,348
Additional Paid-in Capital 24,364,840
Prepaid Stock Compensation (1,035,000)
Subscribed Capital 500,000
Accumulated deficit (2,061,9260)
Accumulated Foreign Currency Adjustment 110,525
Total Shareholders' Equity 21,925,787
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 27,270,365

(Unaudited -- See Accompanying Notes)



CHILCO RIVER HOLDINGS INC.
CONDENSED C ONSOLIDATED STATEMENT OF OPERATIONS
(Expressed in US$)

Three Months Ending Nine Months Endin g
September 30, September 30,
2006 2005 2006 2005

Revenues
Casino -- $583,834 $ - $2,333 ,701
Slot machine leasing 116,133 - 288,510 -
Rooms 284,852 282,003 828,734 896 ,586
Food and Beverage 21,656 231,336 72,624 466 312
Other - (50) - 62 ,219
Less: Promotional Allowances -- -- -- --
Total Revenues 422,640 1,097,123 1,189,868 3,758 ,818
Operating Expenses
Operating departments 167,619 382,270 420,865 966 ,285
General and administrative 785,998 38,294 1,849,209 404 ,604
Depreciation and amortization 299,580 357,648 670,266 739 ,680
Total operating expense 1, 253,197 778,212 2,940,340 2,110 ,569
Income from Operations ( 830,557) 318,911  (1,750,472) 1,648 ,249
Other Income and Expenses
Interest income 564 (51) 13,855 62 ,603
Other income/gains 281 45,547 444 10 ,578
Other expenses/losses -- (48,253) -- (43 ,176)

845 (2,757) 14,299 30 ,005
Income before income tax ( 829,712) 316,154  (1,736,173) 1,678 ,254
Provision for income tax (16,637) (127,170) (46,307) (534 ,228)
Net Income (Loss) ( 846,349) 188,984  (1,782,480) 1,144 ,026
Other Comprehensive Income
Unrealized gain (loss) on
Foreign Currency Translation, net of tax - Note 1,059 661,879 (6,523) 715 ,570
Total Comprehensive Income ( 845,290) $850,862 $(1,789,003) $ 1,859 ,596
Basic Earnings Per Share $ (0.02) $ 001 $ (0.04) % 0.03
Diluted Earnings Per Share $ (0.02) $ 001 $ (0.04) % 0.03
Weighted Average Shares Outstanding 46, 775,536 42,863,736 45,048,245 42,900 ,000

(Unaudited -- See Accompanying Notes)
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CHILCO RIVER HOLDINGSINC.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(Expressed in US$)

For the Nine M onths
Ended Septembe r 30,
2006 2005
Cash Flows from Operating Activities
Net Income $ (1,782,480) $ 1,144,026
Adjustments to reconcile net income to cash fl ows
from operating activities
Depreciation 669,918 739,714
Prepaid expense via stock issuance 345,000
(Increase)/Decrease in account balances of:
Accounts receivable (85,373) (33,296)
Other receivable - (113,851)
Inventory (15,413) (5,406)
Prepaid expense & other current assets (126,230) 564,108
Other Assets - 70,081
Deferred tax asset 60,854 -
Accounts payable 163,970 (95,610)
Customer Deposit 100,000 --
Deferred tax liability - 125,924
Accrued expenses and other payables 2,127 (157,038)
Foreign Taxes Payable (61,995) --
Cash Flows from Operating Activities (729,622) 2,238,652
Cash Flows from Investing Activities
Purchase of properties and equipments (256,094) (486,073)
Cash paid for construction in progress (1,090,888) -
Acquisition of intangible licensing rights (500,000)
Cash Flows from Investing Activities (1,846,982) (486,073)
Cash Flows from Financing Activities
Cash proceeds from shareholder loans (138,473) (47,989)
Cash lent to affiliate company 3,144 --
Cash paid for dividend -- (2,753,086)
Proceeds from issuance of common stock-Kubu k Investment 1,022,041
Proceeds from issuance of common stock-Kubu k Gaming 6,144
Cash proceeds from subscribed capital 1,817,149 --
Cash Flows from Financing Activities 1,681,820 (1,772,890)
Other comprehensive income from current yea r (6,523) 715,570
Net Change in cash and cash equivalents (901,307) 695,259
Cash and cash equivalents at the beginning of year 1,435,683 1,425,999
Cash and cash equivalents at the end of per iod $ 534,376 $ 2,121,258
Cash balance appropriated for owners of Bruc e Grupo
Diversion SAC and Excluded from Cash at the End of Period - $ (1,038,680)
Cash and cash equivalents at the end of per iod 534,376 1,082,578
Supplemental Disclosure Information:
Sale of properties, plant and equipment by Bruce Grupo
Division SAC to Kubuk Investment SAC 15,453 , 708
Non-cash issuance of stock compensation $ 1,380,000 15,453,708
Cash paid during the period for interest - --
Cash paid during the period for income taxe s $ 212,465 $ 534,228

(Unauditec-- See Accompanying Note






CHILCO RIVER HOLDINGS, INC.

NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

Preliminary Note

The accompanying condensed consolidated finanitdraents have been prepared without audit, pursodie rules and regulations of the
Securities and Exchange Commission. Certain infiomand disclosures normally included in finanaitements prepared in accordance
with generally accepted accounting principles hasen condensed or omitted. In the opinion of theagament, the accompanying interim
financial statements contain all adjustments, atimgj of normal recurring accruals, necessary flairgoresentation have been included. The
results of operations for the three and nine-maettiods ended September 30, 2006, are not nedgsadicative of the results for a full-year
period. It is suggested that these condensed fiaastatements be read in conjunction with therfgial statements and notes thereto included
in the Company's annual audited financial statesfamtthe year ended December 31, 2005.

1. Business Organization and Reorganization

Chilco River Holdings, Inc. (CRH, or the Companydsincorporated in the State of Nevada on May 8320he Company acquired a 100%
interest in 16 mineral claim units located in BiitiColumbia, Canada in November 2003. After thepdetion of a preliminary exploration
report on the claim, the Company has suspendednamsral exploration effort. The Company abandormesdé properties in 2005.

Bruce Grupo Diversion SAC (BGD) was formed on Mat¢li996 and registered at the Registry for Legas®&hs of Lima, Peru on April 28,
1996. BGD owned a fourteen-story building and aesestory adjacent structure that are operatedcasiao and a hotel (the Bruce
Hotel/Casino). Bruce Hotel/Casino is licensed terage slot machines, a night club, discothequabsaarstaurant. As of February 2005, the
casino consisted of traditional gaming tables {#jkeak, roulette, craps and poker) in the seconarf{the gaming floor) of the main building
and of about 220 slot machines in the ground f{dwe slot room).

Kubuk International, Inc. (Kll) is a California quoration and was incorporated on January 7, 2002.rmajority shareholders of Kl also
control 99% of total voting stock of BGD.

Kubuk Investment S.A.C. (KISAC) was formed in y@801 by the majority shareholders of Kll in Perudl'sKmajority shareholders also
formed Kubuk Gaming S.A.C. (KGSAC) in year 200%ieru.

Starting on August 4, 2001, BGD and KISAC entergd & series of sale and purchase agreementsgisdileurchase Agreements) of the
hotel assets and certain casino properties ownedperated by BGD for purpose of transferring theperties to KISAC. Total
consideration for all Sale

and Purchase Agreenents was in the ambunt of S/. 62,970,744 (US$19, 357, 745
usi ng spot rate of 3.253:1 on May 21, 2005). On May 21, 2005, all assets
subj ect to the scope of the sale and purchase agreenents were transferred
to and received by KISAC, which then comenced to carry on the hotel
| odgi ng businesses of Bruce Hotel/Casino. The only assets that were
transferred to KISAC are the assets as listed under "Property, Furniture,
and Equiprment" on the balance sheet. Al other assets and liabilities
continue to belong to BGD and will subsequently be distributed to its
current shareholder. The accounting treatnent used by KISAC to record the
transfer of the assets followed the guidance for transactions between
entities under comon control as described in FAS 141, Busi ness
Conbi nations. This standard requires that the receiving entity use the
carrying amount of the assets of the transferring entity. Therefore, no
fair market value adjustments were made to the transferred assets.
Furthernore, in accordance wth Article 11-01(d) of Regulation S-X, this
transaction was treated as a busi ness acqui sition since t he
revenue-producing activity remained generally the sane as before the
transacti on. Specifically, KISAC retained the fol | ow ng: physi cal
facilities, enployee base, custoner base, operating rights, operation
techni ques, and trade nane.

The gaming floor of Bruce Hotel/Casino has beerpianarily closed for renovation since March 2005riBg the renovation, BGD continued
to operate slot machines in the casino until JuB0D5, when MINCETUR, the gaming authority of Réssued gaming licenses to KGSAC.
KGSAC then took over the slot machine operatiords@mnducts all other gaming activities of Bruce ¢l@tasino until the renovation project
is completed. In anticipation of the start of th@ymed renovation, the Company suspended theaslat bperation and closed the restaura
the general public in November 2005. As of Decen#ier2005, the Company carried out only the hategjing operations.
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CHILCO RIVER HOLDINGS, INC.
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

On June 15, 2005, KII and the shareholders of KIS#@ KGSAC entered into an Agreement and Plan ofdaization (the Reorganization
Agreement), under which Kll issued 50,920,000 shafeeommon stock to the shareholders of KISACKGSAC in exchange for their
entire ownership holdings of KISAC and KGSAC. AsJohe 30, 2005, both KISAC and KGSAC were 100% anmeKIl.

On July 15, 2005, CRH entered into a Share Exchaggeement with Kll and certain representativegoghareholders. Under the terms of
the Share Exchange Agreement, CRH agreed to acguoéthe issued and outstanding capital stocKlbfrom KllI's shareholders. On
August 3, 2005, CRH completed the acquisition dfiKlaccordance with the terms of the Share Exchakgyeement by issuing 19,250,000
Exchange Shares to shareholders of Kll as congider&ll had 51,000,400 shares of common stockedsand outstanding at the time of
acquisition. Its shareholders received

0.3749970588 Exchange Shares for each share a@oidimon stock tendered. In connection with the olpsif the Share Exchange, the
founding shareholder and two former officers arréatbrs of CRH agreed to contribute an aggrega89#4,000 shares of the CRH common
stock to the Company as an additional capital dounion. The shares were cancelled effective asugfust 3, 2005. See Note 6 for
information regarding the related escrow agreemamtsshare contribution agreement.

The Company established a software developmen¢icengEhenzhen, China in April 2006 for the purmoskdeveloping an online poker
software and other devices related to online garagiiyities. The Company intends to, after sucedssiftware development and testing,
license the online gaming software to third partjealified to conduct licensed online gaming atité& outside of the United States in
jurisdictions where c-line gaming is legal. The Company has appliedh&local government in China for the foreign busibranch office
status for its Chinese software development center.

On July 5, 2006, the Company effected a two-for-gpié by way of stock dividend. Each shareholderecord on July 5, 2006 at 5:00 p.m.
(eastern time) received one additional share ofrdomstock. On July 5, 2006, there were 21,840,8@8res of common stock issued and
outstanding. After giving effect to the stock dieittl, the Company had 43,681,334 shares of commok sttstanding. These financial
statements give retroactive effect to the stockdeivd.

2. Significant Accounting Policies
(a) Principles of Consolidation

The financial statements include the accounts dfi@Rd KiIl, as well as the accounts of the latteti®lly-owned Peruvian subsidiaries,
KISAC and KGSAC, formerly Bruce Grupo Diversion SAAll significant inter-company balances and traniges have been eliminated in
consolidation.

(b) Use of Estimates

The preparation of the Company's financial statémienconformity with generally accepted accouniiminciples in the United States
requires management of the Company to make certiimates and assumptions. These estimates andztgss affect the reported amou
of assets and liabilities and disclosures of cayain assets and liabilities at the date of the @ateted financial statements, as well as the
reported amounts of revenue and expenses durimgplogting period. Actual results could differ frahose estimates.

(c) Cash and Cash Equivalents

The Company considers all highly liquid debt instants purchased with a maturity of three montHsss when purchased to be cash
equivalents.

(d) Accounts Receivable

Trade receivables, including casino and hotel vetsés, are typically non-interest bearing andmitally recorded at cost. Accounts are
written off when management deems the account tmbellectible. Recoveries of accounts previousiiften off are recorded when receiv
An estimated allowance for doubtful accounts isrmaaned to reduce the Company's receivables to ¢heiying amount, which approximai
fair value. The allowance is estimated based onipeeview of customer accounts as well as histdrcollection experience and current
economic and business conditions.



CHILCO RIVER HOLDINGS, INC.
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

(e) Revenue Recognition and Promotional Allowances

Casino revenue is the aggregate net differencedegt\gaming wins and losses, with liabilities red¢oga for funds deposited by customers
before gaming play occurs ("casino front money't] for chips in the customers' possession ("outstgnchip liability"). Hotel, food and
beverage, entertainment and other operating regegmagerecognized as services are performed.

In accordance with industry practice, the retalligeof accommodations, food and beverage, and streices furnished to guests without
charge is included in gross revenue and then dedwast promotional allowances. There was no promatiallowance for the nine months
ended September 30, 2006 as all casino and sldtineaoperations are temporarily suspended for rataw.

(f) Income Taxes

Provisions for income taxes are based on taxesopepa refundable for the current year and defetasds on temporary differences between
the amount of taxable income and pretax financiedime and between the tax basis of assets antitigsband their reported amounts in the
financial statements. Deferred tax assets anditiabiare included in the financial statementsuatently enacted income tax rates applicable
to the period in which the deferred tax assetsliahdlities are expected to be realized or setdsgrescribed in Statement of Financial
Accounting Standards (SFAS) No. 109, "Accountinglfcome Taxes." As changes in tax laws or rateeaeeted, deferred tax assets and
liabilities are adjusted through the provision ifttome taxes. A valuation allowance is recogniZéis more likely than not that some

portion or all of the deferred tax asset will netriealized. Deferred income tax asset and liabiithances are netted, as applicable, when they
represent deferred amounts within the same taxinsggjiction.

(9) Basic and Diluted Earnings per Share

Basic earnings per share of common stock were ctadpay dividing income available to common stockleos, by the weighted average
number of common shares outstanding, net of constamrk held in the treasury for the year. Dilutethéays per share were computed using
the "treasury stock method" under SFAS No. 1281ilegs per Share."

(h) Inventories

Inventories are presented at adjusted cost or maakee, whichever is lower. Cost is establisheskldaon either the first-in, first out
assumption or, in certain cases, specific ideificn method.

(i) Property, Plant and Equipment

Property, plant and equipment are stated at therldal cost. Depreciation is calculated basedtmaight-line method over the properties'
estimated useful lives, which range from 5 to 7rgdar machinery and equipment and 39 years fddimg and building improvements.
Betterment or improvements to properties are chggthto properties, plant and equipment accolRépairs and maintenance costs are
charged to expense accounts.

Certain long-lived assets of the Company are resibat least annually as to whether their carryimlges have become impaired in
accordance with SFAS No. 144, "Accounting for thpairment or Disposal of Long-Lived Assets." Manmagat considers assets to be
impaired if the carrying value exceeds the undisted projected cash flows from operations. If inp&int exists, the assets are written down
to their fair value or the projected discountedhci@ws from related operations.

(j) Concentration of Credit Risk

The Company maintains substantially all of its deygday operating cash balances with Peruvian comialdyanks and a California bank.
Deposits with the California bank are insured bygétal Deposit Insurance Corporation (FDIC) up to&%000. As of September 30, 2006,
Company had an exposure in the amount of $332}282%kceeded the FDIC insurance coverage. The lmarfkgancial institutions in Peru
may not provide sufficient deposit insurance cogeran the Company's cash positions.
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CHILCO RIVER HOLDINGS, INC.
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

(k) Shares-Based Compensation

In December 2004, the Financial Accounting Stansi&uoiard (FASB) issued SFAS No. 123R, "Share Basgdhent." SFAS 123R is a
revision of SFAS No.

123 "Accounting for Stock-Based Compensation,” sungersedes APB Opinion No. 25, "Accounting for 8tssued to Employees" and its
related implementation guidance. SFAS 123R estadsistandards for the accounting for transactiomghich an entity exchanges its equity
instruments for goods or services. It also addees@sactions in which an entity incurs liabiktiea exchange for goods or services that are
based on the fair value of the entity's equityrinstents or that may be settled by the issuandeoskt equity instruments. SFAS 123R focuses
primarily on accounting for transactions in whighentity obtains employee services in share-baagohpnt transactions. SFAS 123R does
not change the accounting guidance for share-hegtent transactions with parties other than engaeyrovided in SFAS 123 as
originally issued and Emerging Issues Task ForseddNo. 96-18, "Accounting for Equity InstrumentsaT Are Issued to Other Than
Employees for Acquiring, or in Conjunction with B, Goods or Services." SFAS 123R does not addfesaccounting for employee share
ownership plans, which are subject to AICPA Statenoé Position 93-6, "Employers' Accounting for Biayee Stock Ownership Plans”.
SFAS 123R requires a public entity to measure ts¢ af employee services received in exchangerf@aveard of equity instruments based
the grant-date fair value of the award (with linditexceptions). That cost will be recognized overglriod during which an employee is
required to provide service in exchange for therdwahe requisite service period (usually the wesperiod). SFAS 123R requires that the
compensation cost relating to share-based paymargactions be recognized in the financial statésndinat cost will be measured based on
the fair value of the equity or liability instrumtsrissued. The scope of SFAS 123R includes a veidge of share-based compensation
arrangements including share options, restrictagesplans, performance-based awards, share appeaights, and employee share
purchase plans. The Company has adopted the posisnder SFAS 123R as of March 31, 2006. The &iopf this standard is not
expected to have a material effect on the Compaeyidts of operations or financial position

() Impact of New Accounting Standards

In June 2003, the Securities and Exchange Commi§s&EC") adopted final rules under Section 40#hefSarbanes-Oxley Act of 2002
("Section 404"). Commencing with the Company's AadriReport for the year ending December 31, 20G¥ tbmpany is required to include
a report of management on the Company's intermdtaloover financial reporting. The internal cotreport must include a statement of
management's responsibility for establishing anahtaming adequate internal control over financegorting for the Company; of
management's assessment of the effectiveness Gotin@any's internal control over financial repagtas of year end; of the framework used
by management to evaluate the effectiveness attmpany's internal control over financial reportiagd that the Company's independent
accounting firm has issued an attestation reporhanagement’'s assessment of the Company's intemmiabl over financial reporting, which
report is also required to be filed as part ofAmaual Report on Form 10-KSB.

In December 2005 the SEC's advisory committee adldrasiness recommended that the SEC allow maspaaies with market values of
less than $700 million to avoid having their in@roontrols certified by auditors. The advisory coittee recommended that most companies
with market capitalization under $100 million beeexted totally. It further recommended that comesmiith market capitalization of $100
million to $700 million not face audits of internadntrols. Some companies with large revenuesdwiharket values would still be required
to comply with the act. The Commissioner of the 36 rejected the recommended exemption propos#teladvisory committee.

The FASB issued FASB Statement No. 154 (SFAS 15d¢twreplaces APB Opinion No. 20, Accounting Changed FASB Statement No.
3, Reporting Accounting Changes in Interim Finah8iatements, and changes the requirements fadt®unting for and reporting of a
change in accounting principle. It is not belietedt this will have an impact on the Company inftireseeable future as no accounting
changes are anticipated.

(m) Reclassifications
Certain amounts have been reclassified in the ggar's financial statements to conform to theeniryear's presentation.
(n) Value Added Tax Recoverable

According to sales tax laws in Peru, the Peruvialpsiliaries are allowed to offset sales tax paigetadors with sales tax received from their
customers, prior to remitting the sales tax reatteethe local jurisdiction. The asset balanceasents sales tax paid to vendors that is
expected to be offset against future sales tavivedaluring the one year period following the baksheet date.
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CHILCO RIVER HOLDINGS, INC.
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

(o) Dividends

The Company accrues for declared dividends whiemat yet paid. As of the balance sheet date, tliere no dividends which were decla
and unpaid. All dividends occurred prior to theedat the Share Exchange Agreement.

3. Foreign Currency Transactions

The Company conducts its gaming business at Brasin@ in US Dollars and the Peruvian Nuevo Solés. Aotel and other business
activities are operated using both US Dollars &wedNuevo Soles. The functional currency of the HAarusubsidiaries' is the Nuevo Soles,
whereas the functional currency of the US paretitasdJS dollar. Account balances on the balancetsdre translated into US Dollars
equivalents using the spot rate of 3.3428 and 2378n September 30, 2006 and 2005, respectivéiijethe results of operations are
translated into US Dollars equivalents using th@hted average exchange rates for each nine-mamihdopresented.

4. Related Party Transactions

As of June 30, 2006, the Company made a shortfesimess loan in the amount of $60,000 to Szchuderfrises, Ltd., a Canadian
Corporation. The loan is secured by a promissotg far a term of six-months. The loan bears arrésterate of 4.39% per annum and
matured on August 9, 2006. Yong Yang is an afélliat Szchuan Enterprises, Ltd. and a director dfiCFhe Company received the full
payment of 61,317 for the principal balance ofltrem and related interest on July 19, 2006.

The Company incurred over $33,594 of cash expergdifuncluding amounts capitalized as computerggents and office furniture, at its
software development center in Shenzhen, Chinagtiie third quarter of 2006. All of these thirdagier Shenzhen expenditures have been
advanced by a director of the Company. No intdrastbeen accrued for the amount advanced. The Ggnaa paid back the amount
advanced by the director, as well as $21,867 tlaatadvanced by the same Director in the quartezceddne 30, 2006, in October 2006.

5. Issuance of Common Stock and Warrants

On December 17, 2005, the Board of Directors aighdran initial direct private placement offeringlnits at $0.75 per Unit under the ter
of a Unit Purchase Agreement. Each Unit consisferhe share of common stock, and a Class A Waeeaiicisable at $1.00 per share for
one year from the date of closing.

Under the terms of the Unit Purchase AgreementCtirapany is required to use $1,000,000 from proeéen the offering to renovate the
casino floor of the Bruce Hotel and Casino and 2,000 for marketing and business development.Gdrapany agreed not to offer and sell
shares of common stock or common stock equivafents period of 120 days following the effectiveaes the registration for such Units,
except for certain specified transactions, inclgdam offer and sale of up to 4,000,000 shares wihcon stock at $0.75 per share. The private
placement was made to non-U.S. persons islofire transactions in reliance upon the exemptimm fegistration available under Rule 90:
Regulation S of the Securities Act and one accedditvestor in the United States pursuant to amexien available under Section 4(2) of
Securities Act. The private placement was closethimuary 2006. The Company issued 2,731,334 Unitsrasult of the private placement
and raised aggregate gross proceeds in the amb®2{0218,500. 2,731,334 shares of common stock wsteed on February 14, 2006 by the
Company.

On July 5, 2006, the Company's board of directatk@ized and approved a 2 for 1 forward stock gplits issued and outstanding shares of
common stock, par value $0.001 per share, by wapaife dividend. Immediately prior to the stockidiwnd, the Company had 21,840,667
shares of common stock issued and outstandingt gite1g effect to the stock dividend, the Compduag 43,681,334 shares of common
stock issued and outstanding.

As of July 13, 2006 the Company has completed ter ahd sale of 666,666 units, at a price of $@alar per unit, each unit consisting of
one share of post-split common stock, par valuB®.and one non-transferable share purchase wavhach entitles the purchaser to
subscribe for one additional post-split common stara price of $0.75 dollar per share by the &rstiversary of the date of issuance. The
Company intends to raise additional financing onilsir terms or may pursue other debt or equityrfaiag.
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CHILCO RIVER HOLDINGS, INC.
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
Unaudited

6. Cancellation of Shares

During the third quarter of the year ended Decerdlie2005, we issued a notice of default undetahas of the Escrow Agreement related
to an aggregate of 4,000,000 shares of common glackd into escrow in connection with the Sharehaxge. Kubuk International, Inc. had
obligations to Nefilim Associates, LLC, a Massadatttslimited liability company, T Morgan LLC, a Relare limited liability company, and
Sean Sullivan to issue capital stock of Kubuk oeatity acquired by or acquiring Kubuk upon satiitan of certain conditions under the
terms of Consulting Agreements dated May 9, 2005 v@spect to Sean Sullivan, May 19, 2005 with eespo Nefilim Associates, LLC and
June 1, 2005 with respect to T Morgan LLC. Undertdrms of the Share Exchange, the shareholdé&tslmik agreed to place the shares into
escrow to satisfy the obligations of Kubuk under @onsultant Agreements.

We failed to raise a total of $5,000,000 in finawgcvithin thirty days of receiving the Kubuk auditénancial statements, which resulted in a
the release of the escrowed shares. The 4,000208sswere tendered to our transfer agent for datioe and cancelled during the quarter
ended March 31, 2006.

7. Licensing Rights

On July 7, 2006 (the "Effective Date") the Companyered into a License Agreement (the "License &ment”) with K.C. Technology, a
Hong Kong corporation ("Licensor"), under which thempany acquired from Licensor a worldwide exalasaind perpetual license to use
Licensor's technology to manufacture, market asttidute Licensor designed slot machines and ahmiing products, including an
electronic data transfer device trademarked Smaktipcollectively, the "Technology"). The Technologgludes all technology, tools, desi
components, hardware, software, and specificatimessary for the design and manufacturing of stathimes and Smartbook and all
associated patents, trademarks, copyrights, tredets, know-how.

The Company agreed to pay Licensor a cash licexeseff$2,500,000, of which, $500,000 was paid thy I8, 2006, and the balance will be
paid in four equal installments of $500,000 (thestallment Payments") each at the end of Januathyane, respectively, during the next two
years. The Company also agreed to pay Licensgeadee fee in common stock of 6,000,000 sharesstriated pos-split common stock, par
value $0.001, of which 3,000,000 were issued witlgmen days of the Effective Date, 1,500,000 tsteed on the first anniversary of the
date of the Effective Date, and 1,500,000 to bedd<n the second anniversary of the Effective [the"Installment Shares"). The Comp.
granted Licensor registration rights and undertimollse commercially reasonable efforts to file gigeation statement with the United States
Securities Commission within 90 days of the EffextDate to register for resale the first 3,000,808res common stock issued to Licensor
under the License Agreement. The Company also ddoepay a royalty of $20.00 for each Smartbookl &yl the Company under the
License Agreement.

The Company recorded the value of licensing rigletfuired as intangible assets under SFAS No. 1d8d®ill and Otherintangible Assets.
The majority portion of licensing rights acquire® &ot subject to amortization. However, 10% ofttital value of the licensing rights is
identified as service contract that is amortizabler the 2-year term of the license agreement.| Vataation of the rights acquired from KC
Technology is determined to be $9,262,100, whictuifes (1) the $500,000 payment made on July 185;2@) the fair market value of the
3,000,000 shares issued to KC Technology on thecE¥e Date, using the closing price quoted at p&r share; (3) discounted present
value of the Installment Payments with imputedresérate at 12$ per annum; and (4) fair valudefibstallment Shares, calculated based on
the present value of estimated share prices dtithiee issuance dates. The estimated share prichs Bsuance dates are assumed to be sam
as $1.27 per share. The present value of the ghiaes are also discounted with imputed interest 08 12% per annum. Total discount,

which will be amortized and recognized as inteesgtense at the future payment dates, on the Im&atlPayments as of September 30, 2006
was $267,447.

8. Subsequent Events

On August 23, 2006, the Company received $500,00€hE issuance of 500,000 shares of common stodupnt to an exercise of warrants
issued in conjunction with the December 17, 200& Barchase Agreement.
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Item 2. Plan of Operation.

All statements other than statements of histocaurrent facts included in this report on FormQ8B or incorporated by reference herein,
including, without limitation, statements regardimgr future financial position, business stratdmydgets, projected costs and plans and
objectives of management for future operationsf@mgard-looking statements. Forward-looking statets generally can be identified by the
use of forward-looking terminology such as "mawjll", "expect", "intend", "estimate", "anticipatg"believe" or "continue" or the negative
thereof or variations thereon or similar termingloghese statements involve known and unknown risiksertainties and other factors that
may cause our actual results and performance toaberially different from any future results or fmemance expressed or implied by these
forward-looking statements. These factors inclilklese discussed under the caption "Risk Factoratlad as Exhibit 99.1 to the Company's
SB-2/A Registration Statement, filed with the S&@s and Exchange Commission on May 19, 2006 iacatporated herein by reference, as

well as the following:

o the impact of general economic conditions inRleeu;

o industry conditions, including competition;

o business strategies and intended results;

o our ability to integrate acquisitions into oureogtions and management;

o our ability to market, sell, lease or profit-shatot machines under our licensing agreement;
o risks associated with the hotel industry and estdte markets in general;

o the impact of terrorist activity or war, threafgerrorist activity or war and responses to testaactivity on the economy in general and the
travel and hotel industries in particular;

o travelers' fears of exposure to contagious déesgas
o legislative or regulatory requirements;

0 access to capital markets; and

o other factors beyond our control.

Although we believe that these statements are basea reasonable assumptions, we can give no assutiaat our goals will be achieved.
Given these uncertainties, prospective investa&rsauntioned not to place undue reliance on thesefd-looking statements. These forward-
looking statements are made as of the date ofdpisrt. We assume no obligation to update or rethiem or provide reasons why actual
results may differ.

"We", "us", "our", the "Company" and the "Registrtain this report refers to Chilco River Holdingscl and its subsidiaries, as the context
requires.

OVERVIEW

We, Chilco River Holdings, Inc., through our whetiyned subsidiaries, own all of the assets of getate the Bruce Hotel and Casino. The
Bruce Hotel and Casino is located Jiron Francisclm@esi # 171-191 in the Miraflores District, Pirmse and Department of Lima, Peru,
approximately 30 minutes from Jorge Charvez Intional Airport in the heart of Miraflores. The Brutiotel and Casino is a "destination"
hotel and casino location for visitors travelinghie Republic of Peru, and we cater to local amdifm visitors, including visitors from the
People's Republic of China. The Bruce Hotel andr@asusiness consists of a hotel, restaurantsiranggacasino and real property. We
acquired the Bruce Hotel and Casino in connectiith & Share Exchange transaction with the sharem®lof Kubuk International, Inc.,

which we refer to in this report as Kubuk, on Ju8y 2005. The Bruce Hotel and Casino is a fullieertospitality facility with standard and
premium lodging accommodations (rooms and suitesgddition, the hotel encompasses several diraniities and a full-featured Gambling
Casino with traditional gaming tables and slot niae.

Prior to signing the Share Exchange Agreement Kithuk International, we developed a plan to expaadovate and modernize the current
facilities of the Bruce Hotel and Casino and tenapity suspended the operation of the gaming rooffeibruary 2005 and operation of the
restaurant and slot room in November 2005. Sinattiime, we have intended to raise capital to filnedexpansion, renovation and
modernization of the Bruce Hotel and Casino.
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In April 2006, we established a software developnodiice in Shenzhen, China to develop an intetyeted computer application for
potential future licensing to third parties, whandegally operate licensed internet gaming webslitgernet gaming is illegal in the United
States, and we intend to license our softwaregvetbped, only to licensed internet gaming compmawnieich have established controls to
operate legally. Internet gaming is subject to &gl regulation and we cannot assure you thawilde able to develop or license our
software.

In light of the passage of the Unlawful Internen@sding Enforcement Act of 2006, which is signedRrgsident Bush on October 13, 2006,
we may have to license our developed software topemies that are not subject to the jurisdictiothefUnited States and operate in foreign
markets including, but not limited to, South Amexidhis is expected to limit the potential userswf software, if we are successful in our
development efforts.

In July 2006, we acquired the exclusive world-wlidense to manufacture slot machines based on ¢dwiy developed by K.C. Technology.
We are in the process of marketing these slot mashio operators of casinos in South America. Vienihto raise capital to manufacture
machines beginning in the fourth quarter of 200&anty 2007. As of September 30, 2006, we havewedeslot machine profit-sharing
contracts from a number of Peruvian slot parlorapes for the lease of more than 300 new slot im@sh These contracts allow us to share
the net earnings of the slot machines that we leasa 50%-50% or 60%-40% ratio. Because of laickunding to mass produce the
machines, we have only delivered 22 units of newslachine to these leasing customers as of Septe3h 2006. We do not expect to
generate any material revenue from our slot madhirstness until we successfully raise additionpltea

We maintain our registered agent's office at 6180 Road, Suite 500, Reno, Nevada 89511, and areddt the Bruce Hotel and Casino at
Jiron Francisco Bolognesi # 171-191 in the Mirad®District, Province and Department of Lima. Oxgaitive offices are located at 355
Lemon Ave., Suite C, Walnut, CA 91789, and our ghoomber is (909) 869-7933.

HISTORY
We were incorporated on May 8, 2003 under the lafitke State of Nevada.
OUR ABANDONED MINERAL EXPLORATION BUSINESS

We were previously engaged in the business of d@oguinineral exploration properties. We purchadédght, title and interest in one
unpatented claim in the New Westminster Mining Bien of the Province of British Columbia, knowntas PEG Claim under an agreement
dated November 3, 2003. We were unable to secuadirfg to conduct additional exploration work on BieG Claim and we suspended work
on the PEG Claim. Our management began explorimgr dtusiness opportunities at the beginning of 28@er we acquired our interest in
the Bruce Hotel and Casino, we abandoned the PEEQIy giving notice to the property owner to tamate the agreement in August 2005.
We are no longer engaged in the mineral explordiiginess. We no longer own any mineral explorgtiaperties.

EXPLANATORY NOTE ON FINANCIAL STATEMENTS

The condensed consolidated financial statemenhsded in this quarterly report on Form 10-QSB hbgen prepared without audit, pursuant
to the rules and regulations of the SecuritiesExchange Commission. Certain information and dsales normally included in financial
statements prepared in accordance with generadigpaed accounting principles have been condensenhitted. In the opinion of
management, the accompanying interim financiaéstants contain all adjustments, consisting of nbrewurring accruals, necessary for a
fair presentation of our financial position as ep&mber 30, 2006, and our results of operatiodscash flows for the quarter ended
September 30, 2006. The results of operationshthree- and nineonth periods ended September 30, 2006 are nossexilg indicative ¢
the results for a full-year period. It is suggesteat these condensed financial statements beimeamhjunction with the financial statements
and notes thereto included in the Company's AnAudit for the year ended December 31, 2005.

Following the Share Exchange, Kubuk Internatiotrad, became a wholly-owned subsidiary of ChilcaoPio the Share Exchange, Chilco
had no substantial assets and only nominal opesatiaccordingly, the transaction is treated asvanse acquisition of Chilco and has been
accounted for as a recapitalization rather thansinless combination. The historical financial staats of Kubuk International, Inc. and its
predecessor Bruce Grupo Diversion S.A.C. are deambd the historical statements of the Chilco RKeldings, Inc.

Due to the Agreement and the significance of them@any's operations, the "development stage" stdtGilco is no longer in effect. The
development stage disclosures are no longer redjirirdhe Company's current status. Historical tsseil operations for Chilco River
Holdings, Inc. may differ materially from futuresudts.
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PLAN OF OPERATION
HOSPITALITY BUSINESS

We intend to continue the operations of the BruoteHand Casino over the next twelve months andheyThe Bruce Hotel and Casino is
located at Jiron Francisco Bolognesi # 171-19h@&Miraflores District, Province and Department.oha, approximately 30 minutes from
Jorge Charvez International Airport in the heardiafaflores. The Bruce Hotel and Casino is a "detion" hotel and casino location for
visitors traveling to the Republic of Peru, incloglitourists from the People's Republic of Chin#gomp closing, the casino and slot room
were also popular with local residents in Peru.

The Bruce Hotel & Casino is a full service hosgitiyafacility with standard and premium lodging aommodations (rooms and suites). In
addition, the hotel is expected to encompass skdigriag facilities and a full featured Gambling sha@o with traditional gaming tables and
slot machines.

HOTEL

The Bruce Hotel & Casino is a 60 room full serviwespitality facility with standard and premium ladg accommodations (rooms and
suites). The amenities include guest suites anthspsauna, air conditioning, mini-bar, telephorsgy;, tryer, wake-up service/alarm-clock,
radio, satellite TV and safe deposit boxes. Thelrmn accommodate 200 guests. In addition, poictdsing for renovations, the hotel
offered a gaming room, meeting/banquet facilitied a barber/beauty shop. The room fare ranges $irfor a standard room to $95 for an
executive suite.

The Miraflores District is one of the most impotttéinancial and commercial centers of Lima and agjnately 20 minutes from the
historical center of Lima. The Bruce Hotel and @ass supported by urban infrastructure, such phasroads, concrete sidewalks, city
water and sewage, public electricity and garbadiectin and phone lines. The Bruce Hotel and Gassriocated on commercial property
and is located on a major thoroughfare. Prior ¢siolg for renovations, our casino and restaurdirscéed local residents in Lima, Peru, and
we believe a significant amount of our historicafrgng revenue was derived from local residents h&iee a historic occupancy rate of our
hotel averaging approximately 70% during 2004 ab@b52 Our occupancy rate is not generally subjesetisonal fluctuation. The following
table sets forth the occupancy rate for our hatelhd) 2005 and the first nine months of 2006:

Hotel Average Occupancy Rate

Month 2005 2006
January 52.37 % 64.88 %
February 78.75 % 68.31 %
March 77.19 % 70.85 %
April 69.57 % 65.10 %
May 63.11 % 7151 %
June 83.68 % 68.85 %
July 76.02 % 74.26 %
August 67.27 % 69.21 %
September 67.34 % 65.33 %
October 71.46 %
November 65.93 %
December 82.67 %

RESTAURANTS

Prior to closing for renovations, the Bruce HoteC&sino featured two full service restaurants sgr@éhinese and international cuisine. The
restaurants seated 200 guests, respectively. TiweBtotel & Casino holds a retail liquor licens@eTestaurants were closed to the publii
renovation in November 2005, but continue to semeals to hotel guests.
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GAMING CASINO

Prior to closing for renovations, the gaming casias a full featured casino with 20 traditional gagntables (blackjack, roulette, craps and
poker) and approximately 220 slot machines. Théoasas located on the second floor of the Hotel israpproximately 622 square meters.
Once renovations are completed, the casino witufeawo full bars, VIP area and accommodate W0 guests.

We hold two gaming licenses for the operation af@asino and slot room, which were granted in 20Q0ese gaming licenses are valid for
five years.

The gaming casino is expected to operate undemingdicense issued to Kubuk Gaming SAC by the Répwf Peru. The gaming casino is
currently closed for remodeling and is schedulegttipen to the public in the first half of 2007s@a®ing adequate financing is available.

SLOT ROOM

The slot room was closed for renovation in Novengi#5. The slot room was located on the first flobthe Hotel next to the lobby. Once
renovations are complete, the slot room is expetttéelature 300 slot machines and accommodate =ippaitely 350 guests. As of September
30, 2006, we have leased out over 130 slot machirasre retired from the slot room to other Ialat parlor operators under various lease
terms and profit-sharing agreements. We expedasd out the remaining old slot machines in thé¢ fe@xmonths. These operating leases
vary in terms and average $10 per machine perrdagtirental income. We believe the slot machiméatencome should continue at least
through the end of year 2007.

REAL PROPERTY

Kubuk owns all of the real property and assets irséige operation of the Bruce Hotel and Casince Property consists of one seven-story
building and one fourteen-story building that anggically connected and have been configured ferassa hotel, casino and office space.
Kubuk uses the office space in connection witlbiisiness and does not rent office space to thirikesaThe property also includes a parking
garage. Kubuk owns all of the fixtures, improvensesystems, furniture, gaming machines and ganainig$ and the other contents currently
used in the business of the Bruce Hotel and Casino.

The renovation of our casino, slot room and restiatsrare expected to be completed in first halfasf7, assuming financing is available. We
expect to raise approximately $3.5 million to coetelthe renovations.

Historically, our operating revenue was derivedifrine following aspects of our business, expreasgukercentages relative to total revenue:

3rd Qtr 2006 2nd Qtr 20 06 1stQtr 2006 Year 2005 Year 2004
Casino/Leasing 27 % 28 % 16 % 58 % 82 %
Rooms 67 % 66 % 77 % 25% 9 %
Food & Beverage 5% 6 % 7% 11 % 5%
Other 0% 0% 0% 6 % 4%
Total 100 % 100 % 100 % 100 % 100 %

GAMING DEVICES AND SOFTWARE

In July, 2006, we entered into an exclusive woridericense agreement to license technology to fiaatwre slot machines developed by
K.C. Technology, a Hong Kong corporation. We issgd. Technology 3,000,000 shares of common stockpaid an initial licensing fee
$500,000 in July 2006. We also agreed to pay Ké&thhology an additional $2 million in four equadtallments payable every six months
beginning January 31, 2007, and to issue K.C. Taolgy 3,000,000 additional shares of common stadkb 1,500,000 share installments
on the first and second anniversary. We intenchigercapital to manufacture and sell, lease oitpsbére slot machines beginning in the
fourth quarter of 2006 or early 2007. We raised®600 to pay the initial license fee by issuing 666 units at $0.75 per unit in July 2006.
Each unit consisted of one share of common stodkoae share purchase warrant exercisable to acouérshare of common stock at $0.75
per share for one year. We anticipate that it reitjuire at least $2.2 million to fulfill the prodian of 400 slot machines immediately.

The Company had produced 22 "Kubuk" brand slot nmeshwith the KC technology and exhibited these Kelvuk slot machines in a
gaming industry trade show in Lima, Peru on Au@jf2006. As a result of the exhibition of these Kkilslot machines in the trade show, we
have received slot machine profit-sharing contrcis nine Peruvian slot parlor operators for 3@ rslot machines. These contracts allow
us to share the net earnings of the slot machiresate lease out in 50%-50% or 60%-40% ratio. Beead
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lack of funding to mass produce the machines, we loaly delivered 22 Kubuk slot machines to thessing customers as of September 30,
2006.

In April 2006 we started a software developmenigmioin Shenzhen, China by contracting with severagrammers to develop an internet
based computer gaming application for potentialfelficensing to third parties. We anticipate thatwill spend approximately $150,000 on
software development during the next 12 monthsjrasg) adequate financing is available. The sucoédss software development project
depends heavily on our ability to raise sufficieapital or borrowing from debt to fund the projdutough its feasibility test stage. If, for any
reason, we have difficulties raising financial nes@s to complete the casino and hotel renovatienyill have to delay or suspend the
software development project.

SATISFACTION OF CASH OBLIGATIONSFOR THE NEXT TWELVE MONTHS.

Aside from the cash requirements for the Bruce i@asenovation projects, we believe that the camliv from our hotel and the rental of the
old slot machines will not be sufficient to meet minimum operating cash requirements to contiraia going concern for the next twelve
months. We intend to use a combination of availabkh and additional financing to meet obligationsr the next twelve months, including
the cost of renovation of the casino and restawabah estimated amount of $3,500,000. As of Sepeer30, 2006, we raised approximately
$3,000,000, we allocated $1,000,000 of the proceétise offering to renovate our casino floor aridd®0,000 toward marketing efforts to
promote our business and $500,000 as the initiahpat to KC Technology under a license agreemestindénd to secure additional
financing in the amount of $7,700,000 in one or enwansactions as soon as practicable. The redfianking includes funding for (1)
Casino and hotel renovation in total budgeted amoti$3,500,000; (2) voluntary and statutory caeserves for the casino in the amount of
$1,500,000, (3) the $500,000 installment payabk@oTechnology by January 31, 2007; and (4) $2@00 o pay for the production of
approximately 400 new Kubuk Slot Machines.

These financing transactions may involve collateeal borrowing, equity securities offerings, oraanbination of both. We intend to use the
proceeds from these transactions, if any, to expa@mbvate and modernize the current facilitiethefBruce Hotel and Casino and to
capitalize our slot machine business. We expetfttrtd the remaining cash requirement of the renowadind acquisition of new equipment
through additional capital infusions, including f®ceeds from the exercise of the Class A waryérasy, and future offerings. If we are
unable to raise the funds to complete the renonsatiio debt or equity transactions, we intend talfaompletion of the renovations through
cash flow from operations and reopen the casirstages. We currently have no firm commitments wéipect to additional financing, and
cannot assure you that such financing will be abd.

We received $500,000 during the quarter ended 8dqae30, 2006 as a result of exercise of 500,00@ants in December, 2005.

SUMMARY OF ANY PRODUCT RESEARCH AND DEVELOPMENT THAT WE WILL PERFORM FOR
THE TERM OF THE PLAN.

EXPECTED PURCHASE OR SALE OF PLANT AND SIGNIFICANT EQUIPMENT.

Prior to the completion of renovation and reoperohthe gaming room, we will have to acquire additil gaming equipment and hotel
furniture. Estimated costs of the acquisition dfipeqnent, furniture, and improvements are as foltows

Slot Machines $1,400,000
Other casino equipment $1,080,000
Building improvements and furniture $ 800,000
Restaurant and lounge $ 220,000
Total $3,500,000

The total slot machine cost includes the purch&a24® Kubuk machines and 31 used machines. Thef@o%00 units of other brands of
machines was not factored in because all unitexpected to be financed without upfront costs.

We acquired exclusive rights to manufacture anldcest-competitive slot machines. We intend to nfacture and distribute the slot
machines in central and south American marketsnioégg in early 2007, assuming adequate financimyaslable. We do not plan to estab
our own manufacturing facility to produce Kubuk gagimachines. Instead, we plan to contract our rfaturing with a third-party
manufacturer. We anticipate we will require at t&%2 million additional financing for our slot ita@nes business in the next 12 months.

SIGNIFICANT CHANGESIN NUMBER OF EMPLOYEES.

As of September 30, 2006, we had approximatelydpleyees. We anticipate that we will hire approxieia50 to 70 employees prior to
reopening our casino, slot room and restauran®@y 2assuming adequate financing is available.
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RESULTS OF OPERATIONSFOR THE THREE AND NINE MONTHSENDED SEPTEMBER 30, 2006 AND
2005.

The Company had revenues of $422,640 ($1,097,2P85) during the three months ended September0®®, 2nd revenues of $1,189,868
($3,758,818 - 2005) during the nine months endgdeBeber 30, 2006. Overall revenues were down 6X%héthree-month comparative
periods and 68% for the nine-month periods. Theetowvenues during the periods in 2006 compar@®®® are a direct result of the closure
of the Company's casino floor for renovation in ey 2005 and subsequent closure of the slot ioddovember 2005. The restaurant in
the third floor of Bruce Hotel was also closedtie public shortly after the closure of the slotrmoo

Operating expenses during the three months endaeBber 30, 2006 were $1,253,197 ($778,212 - 2@0®) $2,940,340 ($2,110,569 -
2005) during the nine-month period ended Septer@BeP006. Despite substantial reduction in labar @ther variable costs associated with
the closure of the casino and slot room since 20p&tating expenses for the first nine months @628mpared to 2005 increased by
$713,995 due to increased marketing expenses,degahccounting costs and $345,000 amortizati@oo$ulting service expense, prepaic
issuance of our stock to a service provider dutiregsecond quarter of 2006. We had no legal aret @& C reporting related costs in the first
nine months of 2005 at Kubuk, or its predecessac8iGrupo Diversion SAC. We paid over $800,000xpiemses, which are naeeurring ir
nature, in cash to various marketing and publiatieh firms. Consequently, loss from operationtfa three-month period ended September
30, 2006 was $(830,557), compared to income froerain in the amount of $318,911 for the sameogen 2005. Income (loss) from
operation as a percentage of revenue for the thi@gh periods ended September 30, 2006 and 20051®@¥%6 and 29%, respectively, wt
the same percentages for the nine-month periodsdeBdptember 30, 2006 and 2005 were (139)% and @4¥mnet loss from operation for
the nine-month period ended September 30, 2006b(15850,472), compared to income from operatioié@amount of $1,648,249 for the
same period in 2005. The lower income from openatioring the period in 2006 compared to 2005, wdisext result of the closure of the
Company's casino floor and slot room in 2005 foiokation and the increased public company complianosts following the reverse merger
transaction in July 2005.

Net loss, after other income and expenses andgioovior income taxes, was $(846,349) (a net 16$O®2 per share) for the th-month
period ended September 30, 2006, compared to cetia of $188,984 ($0.01 per share) for the threethsoended September 30, 2005. The
Company paid income taxes of $16,637 and $127 di7thé three-month periods ended September 30, 2002005, respectively.

Net loss, after other income and expenses andgioovior income taxes, was $(1,782,480) (a netdd$9.04 per share) for the n-month
period ended September 30, 2006, compared to ceti@ of $1,144,026 ($0.03 per share) for the ninetmperiod ended September 30,
2005. The Company paid income taxes of $46,307&84,228 for the nine-month periods ended SepteBMe2006 and 2005, respectively.

The Company had a gain (loss) on foreign curreraystation of $1,059 and ($6,523) during the thresth and nine-month periods ended
September 30, 2006, respectively, compared to 4,868 and $715,570 gain during the same perio2605.

The Company's revenues during the periods aftetltseire of the Company's slot room and restaunalbvember 2005 was principally
derived from hotel revenue and revenue from resftald slot machines. The Company does not antieigf@at revenues will return to
historical levels until the renovation of its casifftoor is completed. The Company has several fo@sts related to its operations, which
resulted in higher operating expenses and loweratipg revenue as a percentage of sales. The Congpdicipates that its expenses as a
percentage of sales will remain at approximatedysame level until its casino floor is fully opéoail. The Company is currently seeking to
raise $3.5 million to renovate and modernize theeni facilities of the Bruce Hotel & Casino. The@pany has no firm commitments to
raise such capital to complete such renovations.

In addition, we entered into a Licensing Agreemeitih K.C. Technology, a Hong Kong corporation, undéich the registrant acquired frc
K.C. a worldwide exclusive and perpetual licensage K.C.'s technology to manufacture, market asitiloute K.C. designed slot machines
and other gaming products, including an electrdii transfer device trademarked Smartbook. Thet#ogy includes all technology, tools,
design, components, hardware, software, and spatith necessary for the design and manufactufistppbmachines and Smartbook and alll
associated patents, trademarks, copyrights, tedets, know-how. We agreed to pay K.C. a cashdiedee of $2,500,000, of which,
$500,000 was paid in July 2006, and the balandebeipaid in four equal installments of $500,006heat the end of January and June,
respectively, during the next two years. We alseed to pay Licensor a licensee fee in common st6€6000,000 shares of restricted
common stock, par value $0.001, of which 3,000 §itfre were issued in July 2006, 1,500,000 to leedsn the first anniversary of the date
of the effective date, and 1,500,000 to be issuethe second anniversary of the effective dategvdated K.C. registration rights and
undertook to use commercially reasonable effofiléca registration statement with the United SdéBecurities Commission within 90 days
the Effective Date to register for resale the f#£100,000 shares common stock issued to K.C. uhddricense Agreement. We intend to
market, sell, lease or profit-share slot machireggrming in the first half of 2007. The cash paytseand the fair market value of the shares
issued under this licensing agreement are capthlim our balance sheet as intangible assets arttbsrmined to have infinite useful lives.
These capitalized intangible licensing rights aseamortized and are tested at least annually teriakine whether impairment of value has
occurred by the end of each fiscal year. If itésedmined that the carrying value of these intaiegibas been impaired, a loss will be
recognized to the extent of the excess of suclyicarvalue over the fair value of these intangibles impairment loss is recorded as of
September 30, 2006.
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We anticipate that we will need to raise at le@s2%nillion in additional capital to fund our plafioperation related to our slot machine
business. We cannot assure you that we will suftdgsgise such financing on acceptable termat iill, or that we will be successful in
marketing and selling our slot machines.

LIQUIDITY AND CAPITAL RESOURCES

The Company is in the process of completing a cemgmsive renovation of the Bruce Hotel & Casino ailkdrequire additional capital to
complete the remodel of the casino and resume tipesaof the casino floor.

The Company intends to market, sell, lease or psbfare slot machines beginning in the first quast2007. The Company anticipates that it
will need to raise at least $2.2 million in addité capital to fund our plan of operation relateadtr slot machine business. The Company
also has commitments to make payments of $500,860 &anuary and June to K.C. Technology undeetiestof the License Agreement. If
the Company fails to make such payments, the Coynpélhdefault under the terms of the License Agnemt and could lose the license. We
cannot assure you that we will successfully raigd inancing on acceptable terms, if at all, @t thre will be successful in marketing and
selling our slot machines. The Company has no iommitments for such financing.

Cash flow from operations during the nine monthdeehSeptember 30, 2006, were significantly lowantbash flow from operations during
the same period in 2005. The Company's revenuésgdilie periods after the closure of the Compasigisroom and restaurant in November
2005 was principally derived from hotel and remtabld slot machines. The Company does not antieii@t revenues will return to histori
levels until the renovation of its casino flooicmmpleted. The Company has several fixed costterbta its operations, which resulted in
higher operating expenses and lower operating teves a percentage of sales. The Company antisirateits cash flow from operations
will remain at approximately the same level uriléasino floor is fully operational, except thattain nonrecurring cash expenses, includ

a special marketing expense in the amount of $800® promote the public awareness of the Compadyita business in 2006, will not be
incurred in the future periods.

As of September 30, 2006, the Company had curesetts of $1,103,911, including cash and cash elgnitsaof $534,376, and current
liabilities of $1,309,174, excluding installmentligations in the amount of $1,700,893 payable en@ompany's common stock to KC
Technology. The Company had a working capital dsdic$205,263. We have commitments and contraaibligations for the Company
during the next 12 months of $1,000,000, whichttistautable to the KC Technology License Agreemdiie Company did not have any
long-term debt as of September 30, 2006, exceph&allment obligations payable to KC Technologyhe Company's common stock.

For the first nine months of 2006, our operatiofPeru generates roughly $652,000 of positive clasth During the same period, our U.S.
headquarters operation consumed roughly $1,557068sh expenses, including an $800,000 specidiating expense mandated under the
December 17, 2005 Unit Purchase Agreement. We tarmiipate to incurring such expense in the fijperiods.

To address this ongoing concern, we continue th additional funding both from private equity anther alternative resources. In July 2006
we raised an additional $500,000, through a setbmdPurchase Agreement. In August 2006, we rece$&00,000 for the issuance of
500,000 shares of common stock pursuant to an isgev€class A warrants.

We currently have no alternative sources of fundargl we currently rely on cash flow from our haet the rental of old slot machines to
meet our working capital requirements. Our curg@an is to reopen our entire gaming and restawpetations once we have completed all
of the renovations; however, if funds are not aldé to complete all of the renovations, we mayesoportions of our gaming operation in
stages as renovations are completed beginningowiticasino floor then our slot room.

During the quarter ended March 31, 2006, we mab@0e000 short-term loan to Szchuan Enterprises,Yadig Yang is an affiliate of
Szchuan Enterprises, Ltd. and a director of the om. Subsequently, the entire balance of $618hith accounts for the principal and
interest was paid off on July 19, 2006. We are aldebted to one of our Directors for cash advanogthy for the expenses in our Shenzhen
software development center. The unpaid borrowmgunted to $55,558 as of September 30, 2006.

We anticipate that it will require $3.5 million tenovate our casino floor and to purchase gamingpetent. We estimate the costs to
complete renovation of our restaurant and loundebsiapproximately $220,000. We do not have sidfitcash flow and working capital to
complete our renovations. We will not start renoy@the restaurant and creating the new loungewamgkthe renovation of slot room is
completed or until sufficient funding for all reration projects is secured.

Historically, in 2004, casino and slot machine rexe accounted for 82% (approximately $8.75 milliohput total revenue. Slot machine
revenue accounted for 45% ($3.96 million) of tat@sino and slot machine revenue. We project thafubure annual revenue will exceed
2004 historical revenue of $10.7 million if we atgle to complete our renovations. If we are ableotoplete renovations of our casino floor,
we estimate that annual casino revenues shouldadrerto approximately $6.4 million. If we completaovations of our slot room, we
estimate that annual slot machine revenue shoatéase to approximately $6.5 million. Restauranémeie has historically, based on 2004
revenue, accounted for approximately 4.67% ($5@0),000ur total revenue.
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We anticipate that we will be able to complete r@ovation of our casino, slot room, and restauratite first half of 2007, assuming we are
able to raise adequate financing prior to the dr2D66. We are currently negotiating with potentislestors to raise such funds; however, we
currently do not have any firm commitments for s€inancing. If we are unable to raise sufficienpital through equity financing, we may
seek to mortgage our real property and assets.siifaae that we can complete the renovations im8bths after we receive sufficient
funding.

Our financial statements have been prepared basdtassumption that we will be able to continsi@ going concern. If we fail to raise
additional capital in the next six months, we mayupable to continue as a going concern.

OFF-BALANCE SHEET ARRANGEMENTS

The Company had no off-balance sheet transactions.
SUBSEQUENT EVENTS

EXERCISE OF WARRANTS

In August 2006, the Company received $500,000Herissuance of 500,000 shares of common stock aoirsn an exercise of class A
warrants.

ITEM 3. CONTROLS AND PROCEDURES

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
evaluated the effectiveness of the design and tperaf our disclosure controls and proceduregléfmed in Rule 13a-15(e) or 15d-15(e)
under the Securities Exchange Act of 1934 (the Harge Act")). Based upon that evaluation, the Clhiefcutive Officer and Chief Financ
Officer concluded that, as of the end of the pedodered by this report, our disclosure controld procedures were adequately designed and
are effective to ensure that information requiletde disclosed by us in the reports we file or siimder the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in applicable rules and forms.

In addition, our Chief Executive Officer and Chighancial Officer have determined that the discteszontrols and procedures are effective
to ensure that information required to be disclagettie reports that are filed under the Exchangeake accumulated and communicated to
management, including our Chief Executive Officed £hief Financial Officer, to allow timely decisi® regarding required disclosure.

During the most recent fiscal quarter ended Sepeerdd, 2006, there has been no change in our aiteomtrol over financial reporting (as
defined in Rule 13a-15(f) or 15d-15(f) under thekange Act) that has materially affected, or isosably likely to materially affect, our
internal control over financial reporting.
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PART Il -- OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
Not applicable
ITEM 1A.RISK FACTORS

As of November 15, 2006, there have been no matdrémges from risk factors as previously disclosetthie Company's Form 1KSB, filed
August 16, 2006.

ITEM 2. UNREGISTERED SALESOF EQUITY SECURITIES AND USE OF PROCEEDS

On July 5, 2006, the board of directors of the Camypauthorized and approved a 2 for 1 forward sgpdi of its issued and outstanding
shares of common stock, par value $0.001 per shaneay of share dividend. Pursuant to

Section 78.215 of the Nevada General Corporatiom, Ishareholder approval of the share dividend veasequired. To effect the share
dividend, the Company authorized the issuance efatrare of common stock for each one outstandiagesif common stock held by the
shareholders of record on July 5, 2006 at 5:00

p.m. (Eastern Daylight Saving Time) (the "Recorddda The Company's transfer agent is authorizetidarected to issue new share
certificates giving effect to the share dividend amail such stock certificates directly to shareleas of the Company. Certificates were
mailed on or about July 7, 2006.

On July 7, 2006, the Company completed the offersaie of 666,666 units of the Company, at a pfck0.75 per unit for gross proceeds of
$500,000. Each unit consisted of one share of timagany's common stock, par value $0.001, and ondraasferable share purchase
warrant which entitles the purchaser to subscrbeie additional common share at a price of $petshare by the first anniversary of the
date of issuance. The offering of units was conellitly the Company in a private placement to non-pe8ons outside the United States
pursuant to an exemption from registration avadabider Rule 903 of Regulation S of the UnitedeSt&ecurities Act of 1933, as amended.

On July 7, 2006, the Company issued 3,000,000 sledreommon stock to one non-U.S. person in arslffre transaction as a licensing fee.
The offering of units was conducted by the Comparg private placement to non-U.S. persons outtfidéJnited States pursuant to an
exemption from registration available under Rul8 80Regulation S of the United States Securities& 1933, as amended.

In August 2006, the Company received $500,000Herissuance of 500,000 shares of common stock g@uotrso an exercise of class A
warrants to one nobkS. Person outside the United States pursuamt é&x@mption from registration available under RA08 of Regulation :
of the United States Securities Act of 1933, asratad. The entire proceeds received will be usea@rtdhe renovation of Casino in Peru i
as general working capital.

ITEM 3. DEFAULTSUPON SENIOR SECURITIES

Not Applicable

ITEM 4. SUBMISSIONS OF MATTERSTO A VOTE OF SECURITY HOLDERS.

No matters were submitted to a vote of securitglérd during the quarter ended September 30, :
ITEM 5 OTHER INFORMATION

None.

ITEM 6. EXHIBITS

A) Exhibits

Number Description

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14
and Rule 15d-14(a), promulgated under the Securities and Exchange
Act of 1934, as amended.

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14
and Rule 15d-14(a), promulgated under the Securities and Exchange
Act of 1934, as amended.



32.1 Certification of Chief Executive Officer pursuant to Section 906
of the Sarbanes-Oxley Act

32.2 Certification of Chief Financial Officer pursuant to Section 906
of the Sarbanes-Oxley Act
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgfeeAct, the registrant caused this report to geexd on its behalf by the undersigned,
thereunto duly authorized:

Chilco River HoldingsInc.

By: /sl Tom Yu Liu

Tom Yu Liu
Chi ef Executive Oficer
(Principal Executive Oficer)

Dat e: Novenber 14, 2006

By: /sl Wnston Yen

W nston Yen
Chi ef Financial Oficer
(Principal Financial and Accounting O ficer)

Dat e: Novenber 14, 2006
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